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1. Title of the programme

The Danish Rural Development Programme 2062013

2. The member state and administrative units

2.1 The geographical area covered by the programme
The Danishrural development programme covers the whole country.

For use in the geographical demarcation of t
Axis 4 of Council Regulation (EC) No 1698/2005, the following classification system is used,
whi ch shwmwasl thevdlropment scaleo for the 1indi

government reform as of 1 January 2007. The classification system that has been devised will be
used instead of the OECDOGs def i niindicabanofof r ur
where the need to boost development in rural areas is the greatest.

The classification system is based on the following 14 indicators, selectedddbehe
structural, economic and demographic situaiiotihhe 98 Danishmunicipalities.In the
calculations, all 14 indicators are weighted equally.

Population per ki

Population in rural areas and towns with less than 1,000 inhabitants
Proportion of the municipalityds area in
Percentage employed in agricultural enterprises

Percentage of the population aged-8% years

Percentage of the population aged4Zbyears

Employment trends, 1992004

Population trends, 1992004

Average distance to a motorway

Jobs in proportion to employees (dependence on commuting)
Percentage of workfoe with basic schooling, 2005

Percentage of the workforce with meduaycle or tertiary education, 2005
Average distance to areas with a high surplus of jobs, 2004

Taxation base per capita, 2007

By using this classification system, rural municipalities are divided into four different classes
that define the Arural devel opment scaleodo fc
municipalities, 2) rural municipalities, 3) intermediate municipediand 4) urban

municipalities. The four categories of municipalities are shown on the map overleaf.
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Figure 1: Index for rural development scale.
Note Four dasses of municipalities
Peripheramunicipalities (dark purple colour): 16
Rural municipalities (red coloury0

Intermediate municipalities (orange colour): 17
Urban municipalitieslight yellow colour): 3

A choice has been made in favour of defining peripheral municipalities as municipalities with

an index value below 27 (tltarkest colour on the map). These municipalii@ge the lowest

scorein relation to measurement of the 14 indicators mentioned. Using this definition there are a
total of 16 peripheral municipalities.

The term Arur al dev e ldangheeresent programne foptleltotalt i e s 0
guantity of municipalities in classes: 1) peripheral municipalities, 2) rural municipalities and 3)
intermediate municipalities, a total of 63 municipalities.

The Danish rural development programme will apply raorially with regard to a number of
actions under Axes 1 and 2. The food and forestry sector is not exclusively located in rural
development municipalities, but the effects of the initiativél to a great extenbave an



impact In the case of the natuaad environment initiatives, there may be a need for nature
conservation and environmental improvements throughout the country.

The Leader initiative is implemented via local action groups. Local action groups can be set up
throughout the country, whileid can be paid under the rural development programme to local
action groups set up in the 63 rural development districts mentioned above, see also Section
5.24. Priority can be given to peripheral municipalitiEer most of the measures under Axis 3
prgectsshall berecommended by local action growgascording to the Leader approach.

2.2 Convergence regions, where applicable
Not applicable to Denmark.



3. SWOT analysis, the national strategy and the ex ante evaluation

3.1. The rarengths, weaknesses, opportunities and threats

This chapter includes an assessm&tirried out of the first section$ the actual situation and
developmentThis includes political goals, both national and internatideath of the first five
sectims (analyses) is summarised in an overview of the most important challenges in the area.
Section 1.6 includes a SWOT analysis based on the previous sections.

3.1.1 The general socio-economic situation

As of 1 January 2007, the population of Denmark %446,989(5,511,451 on 1 January 2009).

During the past decade the total growth in the population was 3Min6st 26% was 20 years old
or less, while a good 21% was 60 years old or olttee.total area of Denmark is 43,098 square
kilometres.The populabn density is 126 inhabitants per square kilometre.

The gross domestic product was EUR 207 million in 2005. The gross domestic product per capita
(made up by EU25=100 and in EUR in purchasing power parity) was 121.9 in 2005. The value
added outside thgrimary sector was EUR164 million in 2004.

The number of unoccupied in per cent of the work force was 3.5% at the end of 2006 and 2.2% at
the end of 2008, however this is rising due to the current financial situation.The number of
employed in relation tthe population in the age group-68 years was 75.9 % in 2005 and 76.8%

in 2007, but is expected to decline in the next few years.Of the total number of employed, 223,000
were selfemployed2.6 million people, equivalent to 94.8%, were employed outdidgriculture

and fishery.

Reform of the municipality structure

With effect from 1 January 2007, Denmark has implemented a reform of the municipality structure
resulting in a reduction of the number of municipalities from 271 to 98. The new municipalities
shall handle most of the existing public duties towardsiti'eens and they will have great
significance to rural development because of strengthened competences on planning and on
industrial and public sector policyhe average municipality size rised from just under 20,000
inhabitants before the reform to about@®) inhabitants.

Furthermore 5 regions have been established instead of the now abolished 14 counties of the
country.The primary duties of these regions shall be health services, regional development and
practical operation of a number of social ingtdns.

The regions are responsible for regional business development and thereby to promote regional
competitiveness and employmenhe council for each region are responsible for producing a
regional development plan, describing the strategy for dpuednt of urban, rural and remote areas
as well as for nature and environment, business including tourism, employment, recreation,
education and culture.
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To help carry this responsibility, each region has appointed advisory boards concerning regional
andbusiness development, called Regional Growth forums (Regionale veekdifdh®) regions of
Nordjylland, Midtjylland, Syddanmark and Sjselland one Forum for Growth is established in each
region.In the region of the Capital (Hovedstaden) two Growth foramesestablished, one for
Bornholm and one for the rest of the region.

In these Growth forums new initiatives shall be developed to improve the local conditions for
growth including the remote ared$e Fora shall recommend to the regional councils camagr

the application of national regional funding for business development and to the central
administration concerning EU funding from the EU Structural Fuhlde.Growth forums shall

consist of regional politicians and representatives from the industatdr, institutions for

education and research and the institutions for the labour market according to the principle of
partnership in rural developmeiithe Fora shall develop regional strategies for growth that shall be
the basis for the regional despment planThe Fora thus constitute the regional part in the
implementation of Structural Funds programmes.

In relation to the rural development programme, the regions and the regional Growth forums shall
take part in the local action groups that ataldshed as part of the Leader effdhis will ensure
coordination between the regional development plans and the local development strategies that are
developed by the local action group$e Ministry of Food, Agriculture and Fisheries, together

with the regions, has established a regional forum which meets twice & yearesentative of

each of the five regions has a seat in the regional forum, with Danish Regions and the Ministry of
Food, Agriculture and Fisheries also taking pée purpose ifo exchange experiences and to

ensure coordination and discuss matters which are significant for development in the rural areas and
the implementation of the rural and fisheries development programmes.

3.1.2 Definition of rural areas

It is a Governmenbbjective that the Danish population is ensured good and equal conditions of life
no matter where in the country people are setiledrefore it is a political wish that certain parts of
the rural development programme are targeted on the geogeaphs; where a total evaluation

shows the largest need for support in order to ensure a positive developneeDanish Rural
Development Programme will apply horizontally with regard to the main part of the actions under
Axes 1 and 2. The food and fomgssector is not exclusively located in rural municipalities, but the
effects of the initiatives will have an impact there to a great extetite case of the nature and
environment initiatives, there may also be a need for nature conservation andraential
improvements throughout the country.

According to OECD, a rural area is defined as a geographical area with a population density of less
than 150 inhabitants per square kilomelmecooperation with the Danish Institute of Agricultural
SciencesThe Ministry of Food, Agriculture, and Fisheries has prepared a classification system
showing the dArur al degreeo for each municipal
1 January 2007. The classification system is thus a collective tiodtcashow in which
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municipalities the need for improving the quality of life in the rural areas according to a number of
indicators is the largesAccording to the OECD, a rural district is defined as a geographical area

with a population density leskan 150 inhabitants per square kilomefiiee classification system
prepared will be used in stead of the OECD definition of rural areas, as it gives a considerably more
subtle indication of where the need for strengthening the development in the rasakate

largest.

The classification system is based on the following 14 indicators that consideesocmmic,
demographic and urbanisation factors:

Population per square kilometre

Population in rural areas and cities with less than 1,000 inhabitants
Part of area of the municipality in a rural zone

Number of employees in agricultural trades

Part of population in the age group-64 years

Part of the population in the age group&byears

Development in the employment 199804

Development in populain 19942004

Average distance to motorway

Jobs in relation to number of employed (commuting dependence)
Part of the workforce with basic school education 2005

Part of the workforce with mediuterm or higher education 2005
Average distance to areas witlhda surplus of jobs 2004

Taxation base per inhabitant 2007

By use of the classification system, the municipalities have been divided into four different
classes defining the #fr d)renmbte dueigpalides,@)rfrabr each
municipdities, 3) intermediate municipalities, and 4). urban municipalifibs. four classes of
municipalities are shown in the map beldwe 14 indicators are weighted equally in the

calculation.

I n the following, the t esedforithetotalguantitgaofst ri ct
municipalities in classes 1) remote municipalities 2) rural municipalities and class 3)

intermediate municipalities all in all 63 municipalitiesRemote municipalities are defined as

the 16 municipalities with an index valbelow 27 (the darkest colour in the map).

The classification system is used in relation to the implementation of the LEAm#ROd
(Axis 4) carried out via the local action groups.

12



A geographical indication of the four
types of municipalities appedi®m
figure 1Classes of municipalities

Remote municipalitiesdark purple colour
Rural municipalities red colour
Intermediate municipalitiesorange colour
Urban municipalities light yellow colour
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Figure 1: Rural degree of Danisimunicipalities
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Leader initiative in the rural areas

The Leader initiative is carried out by local action grolsst of the measures under Axis 3 are
reserved for projects which are approved and recommended by local action groups’(Axis )
action groups can be established throughout the country, while support may be given under the
Rural Development Programme for local action groups established in the 63 rural development
municipalities mentioned above, cf. section 3iority may be given tperipheral municipalities,
e.g. through the distribution of funds between the action groups.

3.1.3 The food sector

The food sector, which includes both primary agricultural industries and production and processing
industries etc. is an importabtsiness sector in Denmark and plays an important role in the Danish
national economy and in employmenhe food sector, with its large share of the export market and
good level of competitiveness, is internationally oriented and an experienced attergtobal

food marketsThe sector is characterised by a close and well organised interaction between the
different parts of the value chain, including advice, training and research environments both
nationally and internationally.he sector is also imptamt for the living conditions in rural and
peripheral areas.

The economic situation in the food industries

Agriculture, food processing, and the sectors linked hereto are very important to the Danish
economy and employment. The significance of the &edor is especially important in the rural
areas and remote areas. The sector as a whol e
to maintain a balanced regional development in Denmark.

The globalisation gives a possibility for selling prottuto a much larger market throughout the

world. The globalisation also means division of labour, where each work process in the long term
moves to places where it is made best and cheapest. The Danish food sector has a good starting
point for handling te challenges which are a consequence of increased globalisation, not least
because the sector has a high level of knowledge and coherent competences. But further innovation
and development of new ideas is needed if the sector shall continue to successtilye

challenges of globalisation and ensure a strong competitiveness and sustainable development.

During recent years the increase in gross value in the primary agricultural and forestry sector has
constituted about 2% of the total increase in guadse in Denmark. The primary agriculture and
forestry sectors are suppliers to a large Danish manufacturing sector. The total increase in gross

! A smaller part of Axis 3 measures are reserved for activities for children and young people in the rural areas. These
funds will be administered centrally with the assistance of an advisory committee.
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value in the food sector therefore constitutes about 4% of the total increase in gross value added in
Denmark.

The total production in the primary agriculture and forestry sector (increase in gross value in fixed
prices) rose in the latter half of the 1990s but has been stagnant during recent years. Production in
the combined food industry has followed agkely corresponding pattern, cf. Figure 3.1. The
fluctuations relate to both crop and livestock production.
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Figure 2:Value added for the agricultural and food industries in fixed prices.

Footnote/ translation

2000 priser (mill. kr.) 2000 pricegDKK million)
Landbrug,gartneri og skovbrug Agriculture, horticulture and forestry
Fadevareindustri Food industry

Fadevarerhverv i alt Food industry in total
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Figure 3: Employment in the agriculture and food industries

Footnote/ translation

Antal beskeeftigede Number of people in employment
Landbrug,gartneri og skovbrug Agriculture, horticulture and forestry
Fadevareindustri Food industry

Jordbrug og fgdevareerhverv i alt Agriculture and food industry in total

The number of people employed in the primary agricultural sector was around 80,000 in 2005
and around 70,000 were employed in the production and processing indgsirggate
employment in the industry was thus around 150,000 (over 5%) in 2005, whiekae{zra

decline of about 35,000 or 19% in the last ten yéldrs.decline in employment, which affects

the primary industries in particular, was greatest at the start of the peribajuce 3.2 If

account is also taken of indirect jobs in the supaod service industries, employment in the
sector amounts to around 11% of total employmiartte rural areas (outside the urban areas),
employment in the primary industries accounts for just over a quarter of total employment
(2003).

Exports of agriculiral products have grown more slowly than exports of other goods, but
agricultural exports in 2005 accounted for around 17% of total Danish goods exports (excluding
energy).Danish exports also include exports of machinery for the food ind&stparts fom

the combined foo@hdustry complex accounted for up to 20% of Danish exports (including
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exports of agrandustrial products equivalent te®% of total exports)A major part of
agricultural exports are related to the production of pigs.

Agriculturaland forestry incomes have been largely constant over a number of years, but with
distinct fluctuations in individual yegrsHowever, there are wide variations in earning capacity
between farmg-ull-time farms have generally shown negative regular saburtghe real value

of equity has grown in the last few years up to 2008 as a result of rising land and property
prices.Due to increased income from other occupations;tpag farmers have experienced
growth in income and a small positive regular saving

In order to acquire agricultural holdings of 30 hectares or more, a basic agricultural education is
demandedThe number of farmers with a basic and further education was about 29% in 2000
(EUROSTAT).The proportion of farm owners who have secondacyipations outside

agriculture was 48% in 2005 (Danish Institute of Food and Resource EconAgricsitural
Economics 2006).

Productivity in the primary agricultural industries has risen by up to 3.5% per annum over the
last 10 years, but with a decregsitrend in recent yeaBart of this rise is due to an increased
input of capital through investment in labesaving equipment and new technology #tc.
account is taken of the increased capital input, the rise in what is known as total factor
productvity has amounted to just over 1.5% per anntihe productivity trend in production

and processing enterprises has shown the same time profile, but at a lower level.

? Institute of Food and Resource Economigsonomy inthe agriculture, autumn 2005.
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1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

INCREASE IN GROSS VALUE
Continuous prices (million DKK)

28,42 29,0 28,2 236 219 268 300 23,2 22,0 22,4 18,2
Agriculture, horticulture, forestry 5 62 81 93 95 20 13 92 34 84 45

2495 244 26,2 251 26,1 268 281 30,1 298
Food industry 8 08 68 76 10 11 98 79 10

53,38 534 545 48,8 48,1 53,6 58,2 53,4 51,8
Food sector in total 3 70 49 69 05 31 11 71 53

2000 prices (million DKK)

23,81 248 249 258 24,7 268 27,7 269 279 28,6 309

Agriculture, horticulture, forestry 2 23 45 75 31 20 32 17 68 56 93
26,93 253 274 27,2 282 26,8 283 26,3 255
Food industry 4 22 54 73 45 11 04 58 22
50,74 50,1 52,3 53,1 529 536 56,0 532 534
Food sector in total 6 45 99 48 76 31 36 75 90
EMPLOYED
105,7 102, 99,3 958 915 89,2 86,1 86,1 83,7 80,8 80,3
Agriculture, horticulture, forestry 34 311 35 23 31 26 08 84 63 98 75
7968 778 76,3 744 718 719 720 73,3 705
Food industry 2 84 08 29 43 24 61 89 80
185,4 180, 175, 170, 163, 161, 158, 159, 154,
Food sector in total 16 195 643 252 374 150 169 573 343
PRODUCTIVITY

(Annual growth in %)
Labour productivity

Agriculture, horticulture, forestry 56 6.0 68 22 -06 53 09 -03 41

Food industry 04 07 47 -07 34 -21 05 25 47

Total factor productivity

Agriculture, horticulture, forestry 44 37 34 17 -13 42 -07 -09 36

Food industry 06 -16 21 -05 15 -20 -07 15 25

HOLDINGS
68,77 64,4 63,1 59,7 57,8 545 53,4 50,5 48,6 456 48,2

Total 1 26 51 61 31 41 89 31 13 24 75
21,41 198 18,8 17,6 154 13,2 129 11,7 11,1 9,99 8,88

Of this with pigs 8 21 29 88 83 31 36 a7 10 4 6
27,31 26,5 24,7 236 21,8 20,8 204 19,0 17,6 16,0 14,7

Of this with cattle 7 95 57 70 14 80 43 65 55 73 47

Table 1:Key figures for production in agriculture, horticulture, forestry and the food industry.
Source:Statistics Denmatrk.

Note: The data for increase in Gross Value for agriculture and number of agricultural hahdings
2005 is influenced by the CARRform of 2003 with conversion from the hectare payments to
decoupled single farms payments pursuant to Regulation (EC) 1782/2003.
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The current financial situation and the provisional assessment of the agricultural economy

With the expected development in sales and factor prices, the operating profit for arable farmers
will be under pressure in 2009 and 2010. The earnings are marked by a lower gross yield than in
2008 due to a decline in the pricecofncerealsBased on aormal harvest years, the price of
corrcereals is expected to be somewhere between DKK 90 and 100 per hkg in 2009 and
2010.The cost level is not expected to fall at the same rate as salesgoitése operating profit
seems to be below or close to zero

The operating profit on livestock farms for 2008 to 2009 suggests a significant drop of DKK
500,000. The main reason for this is a decline in the average price of milk of DKK 0.66 per kg.
There is no prospect ohaositive operating profiabove zeran 2010. Whereas in 2008, it was

the financing costs which limited the earnings from livestock farming, in 2009 and 2010 it will be
due tolesdower income from primary farming operations.

Due to the economic recessiohhétransferprice of pork is not expected to increase until the
first few months of 2009, bl things consideredtarnings aractuallyexpected to take an
upward turnas early agn 2009. With an expected increase in the avetagesferprice of DKK
10.83 per kaf pork,in 2010 reallypositive operating profits are expected in the pig sector in
2010.Piglet producers in particular can look forward to an improved operating profit.

Operating profits for the main farming branches in 2009 and 2010

2009 looks to best another year with tight reins on the finances when it comes to cattle and
crops, while pig farming seems to be going in the right direction with positive operating profits of
DKK 200-300,000: In 2010 the improved price ratios will really break througthe pig sector,

and on the basis of the estimated pricing conditions the operating profits will reach DKK 0.7
million and DKK 1.4 for pigs for slaughter and piglet farming respectivelg.a question of
relatively big farms, where the operating ot this level are used for investments and
servicing loans as wel |l as payment for the

For crops and cattle, the prospect for 2010 is better than what seems to be the situation in 2009,
yet there is still no prospect of operating igofvhich would ease the economic burdéshould

be emphasised that the projections for 2009 and 2010 depend on the price estimations and are
therefore subject to uncertaifity

Agricultural holdings

The number of agricultural holdings was 45,622094, which corresponds to a decrease in
number by a third during the past decaliest below half of the holdings are fulltime holdings.

The decline in the number of farms has taken place in-it&eHa size groups, and the number of
holdings in the 7800 ha group has remained largely unchanged, while the number of farms with
a land area of more than 100 ha has risen shafyn 2004 to 2005 the number of registered
farms increased by 2,500. This is expected to be only a temporary increase resultitigefr
implementation of the Single Farm Payment schérhe.increase is due to some landowners
having chosen (temporarily) to farm their land otherwise leased to other faFoetise average

farm, the standard gross margin (SGM) is around EUR 101,@30c Bgricultural training is

* Footnote 5The 2008estimates are based accountsrom just over 10% of the farms,
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required to acquire agricultural properties of 30 ha or nidre.proportion of farmers with basic
and further training was around 29% in 200the amount of owners of agricultural properties,
with an extra noragricultural surce of income, was 48% in 2005

The total agricultural area has been vaguely decreasing in the past decade while the average size
of the holdings in the same period has increased by 50% to approximately 58 hectares in 2004.
Approximately 20,000 farmeere less than 30 hectares.

The total cultivated area for agricultural purposes (includingsiele areas) was about 2.6
million hectares in 2005. Agricultural land makes up around 60% of the total land area of the
country.The area of woodland is araif.6 million haThe total area of agricultural land and
woodland thus accounts for around 72% of the total area of the co@ittite total cultivated
area, permanent pasture (excludingasatie land with grass) accounts for around 7%, and
perennial cops for around 0.5%, while the remaining area is in crop rotafios breakdown of
farms by size in 1994 and 2004 can be seen in Figure 4.
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Figure 4:Farms broken down by area in hectares

Foodnote/translation

Antal bedrifter Number of farms

® Reference EUROSTAT.

®Foodeconomi cal I nstitute: oLandbrugets | konomi 20060.
" In the latest monitoring of the area coverage for the period covering the late 1980s to-189@sidthe agricultural

area covers 66%, forest and dry nature types 16%, and wetlands 5% of the total area of the country.
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Themost common agricultural crops are winter wheat and spring bdheye is also a substantial
production of beets and potatoes, as well as a production of crops like rape, winter barley, sugar
beets and others.

Organic farming

Organic farming involvetess strain on nature and environment than traditional agriculture.

2005, approximately 2,900 farms and 6% of the agricultural land area were managed according to
organic principles corresponding to 151,000 hectares, including areas under conBetgiean

1993 and 2002 there was strong growth in organic production, to a great extent concentrated on
dairy production and horticultur@ther product groups have been added subsequEatlgwing a
period of stagnating demand and production, there isentvend towards rising demand for organic
products.The red organic label is well known and widely used in the Danish market, and covers a
wide range of product§upported by the Rural Development Programme amongst others, organic
areas have increased raablyin the last two years and in 2009 have grawa72,000 ha in

2009.The increase is expected to continue throughout 2009.

A study carried out by the Ministry of Food, Agriculture and FishBgkews that 49% of

consumers buy 88% of organic prothiélowever, this 49% of consumers only spend between 7%
and 14% of their food budget on organic products, so there seem tmgesignificant potential

for sales of organic products to grolihe demand for organic products has grown in the last few
yeass, and thénugesignificant potential identified in the study therefore requires an increase in the
production of organic products if supply is to be able to match demand.

Livestock

Production of pig meat is generally rising, while production of beef,amedboultry meat has
declined.Livestock husbandry has also undergone rapid structural development and specialisation,
and concentration of livestock production has been in progress for manyAyéated.of 14,747

farms had cows in 2005 (of which 6,60&d dairy cows)The number of farms with pigs was

8,886. In North, West and South Jutland there are cows-d0%bof farms, while there are only

cows on around 220% of farms in the other parts of the couniiiye number of farms with pigs is
more every distributed geographically than the number of farms with c@sre are large

variations in the earning power among the holdings.

Structural development livestock farming

The food sector has been characterised by a rapid reorganisation and adjusthgedévelopment
in the market situatiohe agricultural holdings have grown in size, livestock farming is
concentrated on still fewer holdings, investments have been made in-$atviy equipment and
new technology and new processes and products lieeen developed to adjust the production to
the shifts in the demand for food products.

8 International Centre for Reseaicn Or gani ¢ Food Systems: o6 Udvikling, vbk
Bk ol o g iKanmvledge syrihesis on the opportunities for and barriers to continued growth and market based
growth in production, processing and sale of organic p
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The agricultural production has been at a constant level coincident with a drastic reduction in the
labour input Alongside these trends a knowledggsedconsequential industry has been developed
with a high level of technology (in particular ingredients and machines for the food industry,
environmental technology, etcBroduction levels remain unchanged, while labour input has
decreased sharply.

This dhangeover and structural adaptation have created the income basis for the food industries,
but at the same time have had a significant impact on employment and living conditions in the rural
areasThe following figure and table depicts this development.
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Figure 5:Number of farms with cattle and pigs.

Foodnote/translation

Antal bedrifter Number of farms
Bedrifter med kvaeg Farms with cows
Bedrifter med svin Farms with pigs

Table: Danish livestock productioni number and type of animals
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Year 2002 2003 2004 2005 2006
Bulls and steer 69,235 59,496 47,553 43,355 36,634
Heifers 431,630 410,861 379,914 335,533 340,107
Milk cows 609,602 596,034 563,454 564,265 550,279
Suckle cows 120,344 112,107 107,697 101,343 100,072
Sows 1,128,055 1,148,589 1,155,485 1,151,482 1,127,345
Pigs (stock) 12,732,039 12,948,944 13,233,235 13,534,43¢ 13,361,094
Slaughter and export of

pigs (1000 animals.) 24,203 24,434 25,197 25,758 25,763
Milk ab farmer (mio. kg) 4,590 4,675 4,569 4,584 4,627
Slaughter and export of

cattle (1000 animals.) 668 625 632 549 509

Table 2:Danish livestock production number and type of animal.

Source:Statistics Denmark 2007.

Forestry

Timber production is aroundrgillion m® of timber per year, broken down into 25% hardwood
and 75% softwoodn 2005, however, felling accounted for almost 3 millioha® a result of

storm damagelimber consumption is around 8 millior’n75% of the area of woodland is
privately ownel, while the remainder is statevned forestThe area of the woodland is dispersed
throughout the countnAltogether there are more than 26,000 forests and woods over 5 ha in
Denmark.96%, of the forests representing 30% of the total area of forestnatker than 50 ha.

The primary forestry sector contributes around 1% of national gross value @ides:ctor

employs around 4,000 people and supplies the industrial timber S&otber prices have fallen

in recent years, and the economy in the peiwabodland sector is therefore falterigoduction

of Christmas trees and ornamental greenery as well as the leasing of woodland for hunting has
gradually assumed the same economic significance as timber production.

Horticulture

For a number of yearsdhe has been substantial structural adaptation in horticulture towards
fewer and larger enterpriséhe average greenhouse area per pot plant horticultural enterprise
rose from 6,194 fin 2000 to 8,632 Mmin 2005, while the average outdoor growing awaaf|
horticultural enterprises over the same period rose from 14.7 ha to 21.1 ha.
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The number of people employed in horticulture has decliedresent around 8,000 people are
employed in the horticultural industry, whereas in 1997 around 10,000epsep employed in

the industryHorticultural production in recent years has had a value of around EUR 560 million
per year, broken down into around 75% from greenhouse production and around 25% from
outdoor productionPot plant production accounts fagarly 60% of the total turnover of the
horticultural industry, and most of this goes for expdhie average turnover of a pot plant
horticultural enterprise in 2005 was around EUR 845,000.

The earnings from horticulture depend greatly on the balaneeéetthe trend in sales prices and
the trend in energy prices and wage cdstsne horticultural enterprises, particularly larger ones,
achieve reasonable earnings, while smaller horticultural enterprises (both greenhouse and
outdoor) producing vegetabldgjit and berries are under severe economic pressure due to a
strong international competitio@lobalisation and a larger internal market in the EU will put
pressure on Danish horticulture and may be expected to lead to significant structural changes in
the industry over the next few years.

Future challenges

The continued trend of globalisation compels Danish trade and industry to compete on the base of
new knowledge and ability to create innovatibanish food industries and authorities are
stronglycommitted to continue the efforts for innovation, research and development, which have
already contributed to the rapid conversion and adaptation of the indubtiess illustrated by

the sharp rise in the number of patents in the agriculture andémbar.In 2004, 51 out of a total

of 825 Danish patents went to the food sector.

The trend towards rapid changeer and adaptation to market conditions is expected to continue
overthe nextfewyeardc cor di ng t o t Heem pEcad dostie preod 2006m
2015, increased competition may be anticipated on the world méhestountries outside the
OECD will increasingly come into play as exporters of agricultural products in the globalised
economy by virtue of their cost advantagHse incrased competition and improvements in
productivity will exert downward pressure on pricése growth in demand for foods comes in
particular from countries outside the OECD, where population growth and changed dietary habits
as a result of rising income Mthange food consumption in the direction of more animal

products Demand for foods in the OECD countries is expected only to grow slowly, but products
produced with consideration to food safety, quality, the environment and animal welfare will
become mee popular and competitive.

In recent years, even greater focus is given to sustainable agricultural production, quality foods
and creation of local and regional added value in primary produ@ammsumer demand for

quality foods and interest from prazkrs and consumers in greater use of quality marks is
increasing.

The opportunities for Danish food production exists particularly in the animal sector, and the
development of products is dominated by the factors of food safety, quality, the enviramchent

ani mal wel fare, which may be expected to pl a:
preferences.
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However, the effort shall be focused on innovation in the primary production and processing
sectors, in food safety, quality, environmental alimhate sustainability, animal welfare and
development of best practises to achieve these objedieasrgeting of specific sectors of
agricultural production shall be established, and no production sector shall be disqualified or
prioritised in advance

To sum up, the main challenges for the agriculture and forestry sectors in the years to come are:

U Further innovation and development in the agriculture, forestry and food sectors is needed if
the sectors shall overcome the challenges of globalisation.

U Reduction in labour input in the agricultural production together with other structural
adaptations in the last decades has saved the income basis for the food sector, but at the
same time it has had significant consequences for the employment andocsnafitife in
the rural areas.

U Increased global competition and improvement in competitiveness may exert a long term
downward pressure on prices.

U However, demand for products made with special consideration for food safety, quality,
environment, climateand animal welfare is expected to acceleribe food agriculture and
forestry sectors must make use of this growth in demand through continued innovation and
development.

3.1.4. Nature and environment

In Denmark, approximately 60% of the total areagricultural land corresponding to
approximately 2.6 million hectaredrban areas cover about 250.000 hectdrkess the land use

and development in agriculture play a very important role in the overall conditions of nature and
environmentA competitive agricultural production does not necessarily conflict with
considerations for the environment, nature and neighbAarsenvironmentally friendly agricultural
production is a Danish position of strength..

The Danish Government has over a number offsy@a collaboration with the agricultural sector,

worked on integrating the considerations for the environment and nature into the general regulations
for agricultural productionThis has been done partly trough implementation of national action

plans, ad through implementation of the common agricultural policy, including the rural
development policy.

Agriculture as a nature manager
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Agriculture plays an important role in the conservation of natural, environmental and cultural assets
and recreationassets in the Danish countrysittegeneral the last half century of mechanisation

and specialisation in the agricultural production, has contributed to the pressure on a number of
natural habitatsThe numbers of rare plant species have become fewes thieiinumber of

common species has increased, and the boundar
areas have become cleavktthe same time these unfarmed areas are predominantly placed in the
margins of the farmed ared®ermanent grasslandaeadows, pastures and heathers are types of
extensive farmlands, where grazing can contribute to the maintenance of specific natural values.

Therefore these areas are dependant on the agricultural fahhifgrming means that the areas
overgrow, whik intensive farming can lead to diminishing the values associated with the specific
areasAlso the establishment of natural windbreak on agricultural lands can increase natural values.
They are important biotopes, and they create ecological links belargen natural areas.

National actions taken under the Rural Development Programme

The efforts made so far to counteract a negative environmental influence from agriculture have
shown positive result¥/oluntary measures financed under the rurakttgyment programmes have
contributed to these resulBy the end of 2006 around 98,000 ha of agricultural land were covered

by agreements on environmentally friendly agriculture with requirements for laadidetor

conversion to extensive pasture wihthe use of pesticides and fertilisefbe area was

maintained in 2008. In 2006, another 153,000 ha were covered by agreements on organic farming or
extensive production on agricultural land with no use of pesticides and limits on the use of nitrogen.
There has been a positive development in this regard, bringing the area to 179,000 ha at the end of
2008.

National objectives and action plans

Even though Denmark has achieved a lot in many areas, there is still an ongoing need to improve

the aquatienvironment and reduce the use of pesticidibss is why Green Growth replaces and
suppl ements the Governmentds Aquatic Environm
Go v er n me n-tipdosthe PesticideoPian 20Q009.

Emissions of nitrogen from agulture were halved through the national Aquatic Environment

Plans | and 1l over the period 192003. AEPIII encompasses a brdaaked initiative to further

reduce the impact of agriculture on the aquatic environment, nature and neighbours over the

period20052015.

The objectives of the national Aquatic Environment Plan Il were;

— 50 per cent reduction of excgdsosphorus

— Establishment of 50,000 hectares of buffer zones along lakes and water courses

— Further 13 per cent reduction in nitrogen leaching.

— Protection of particularly vulnerable nature

— Research aimed at limiting odour nuisances, reducing egbesphorugndphosphorus
discharges and improving methods for manure management

— Strengthening organic farming

— New distance requirements for manaranagement
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Reduction of excegshosphorushall be achieved through a tax on mingtaysphorusn feed,
through general improvement of thbeosphorudalance on basis of new knowledge and through
support measures under the REReduction of nitrogen leaing shall be achieved by regulation on
N norms, farming of late crops anduiilisation in livestock manure and through establishment of
wetlands and forest on agricultural land and strengthening organic farming through support
measures under the RDP.

The midterm evaluation of the AEPIII shows that the exqdsssphorufias been reduced by
approximately 6,500 tonnes of P in the period 22002, corresponding to a reduction of
approximately 23% while no certain reduction in nitrogen leaching can baatefer the period
20032007?

In 2002, the Government introduced an Action Plan for Reducing Ammonia Emissions from
Agriculture. Through the action plan, a ban was introduced on certain methods for spreading of
manure When the plan has been fully implented in 2007, a total reduction of about 9,500 tonnes
of nitrogen emissions per year is expecldte activities of the AEPIII shall assist to follow up on
the plan.

Ammonia evaporation from agriculture has been reduced by an average of 2,600 tdhirethef
period from 1985 to 2067

The national Pesticide Plan 262809 was also aimed at the objectives in the Natura 2000 and
Water Framework directive$he objectives were to

¢ reduce the plant protection treatment frequency to 1.7 per year,

e promote readjustment of agriculture to nguesticide cultivation and to

o facilitate that 25,000 hectares of pestieftke marginal areas are established along streams
and lakes before the end of 2009.

The Government will maintain and survey approvestipeles to ensure they are not washed out
into the ground water above limit values.

The Pesticide Plan 2002009 was assessed in 2008 and it was concluded that the objectives
described above will not be achievéthwever, in some areas there have beeref

improvementsAt the same time, for many of the initiatives it will only be possible to see an effect
in the long terr.

° The Faculty of Agricultural Sciencesarhus University, and the National Environmental Research Institute, Aarhus
University."Mid-t er m eval uation of the Aquatic Environment Pl an
Danish Agriculturefi Da n's k | a n d b ranigh agricuttugelin n@rib&rsy, ®ctopdd 2008.

“"The Ministry of the Environment: AEval ue®0i9nvg (A smslsme:
of goal achievement and means in the Pesticide Plan20®&hvironment project No 1247, 2008.
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According to thewith Green Growth plan theéovernment is laying the groundwork for a
significant restructuring and tighteningtbe initiative for limiting the use of pesticidélhe aim is
to reduce the harm to humans, animals and nature caused by peslivafeowing initiatives
will be carried out:

e Green conversion of pesticide fee

e Support for establishment®tfatutory rguirements for the laying @fpray, fertiliser and
cultivation-free border strips/hich ensure that by the end of 2012 a total of 50,000 border
strips will have been laid out

e Establishment of a point system for pesticides enabling the farmer to chopsstibieles

with the least impact on the environment and health

Restrictive approval scheme

Promotion of pesticidéree cultivation

Consolidation of advice for the use of pesticides, focusing on integrated plant protection.

Reports on t heecdrdsr mer s6 spraying

Increased research effort in, amongst other things, integrated plant protection, decision

making support systems and the damage caused by pesticides

Other national environmental initiatives

Extension or establishment of livestock production immark is regulated in the national

Planning Act and the Environmental Protection Adtis ensures that extension or establishment

of livestock farms is assessed in relation to the impact on the environment and nature in
accordance with applicable Commuynitolicies.Approvals under the Environmental Protection

Act must be reconsidered at least for every ten ydarew information arises about

environmentally harmful effects or best available techniques, authorisations may be reconsidered
before expiry dbthe ten years.

In addition to the national action plans, developments of new technologies and improved feed
utilisation have contributed to more environmentally friendly productidithin livestock

production and horticulture, the trend towards laggeduction units has created a need for
investment in technologies that can reduce the impact on the environment, nature and neighbours.
Such investments are not only necessary for optimisation of production processes and
competitiveness, butalsoforénd i ng agr i cul ture to meet soci e
effects, the environment and animal welfare.

With the multtannual plan for sustainable and environmentally friendly livestock production
from 2006, the Government has proposed a numbecofm@endations for innovation,
demonstration, documentation, and introduction of environmentally friendly technologies in
agriculture, which can ensure a continued sustainable development of the livestock pro@iaction.
reach this objective, adjustment @ftional regulations on livestock production may prove
necessary to enable sustainable solutions and to provide greater incentives for investment and
operational measures.

Water
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The drinking water in Denmark is of high quality, and generally it is possildank

groundwater from most drinking water drilled wells without filtering/cleanirogal problems

with drinking water quality can be concentrations of pesticides, nitrate, inorganic and organic
matter.Today, abundant quantities of pure drinking wate ensured by protecting the ground
water resource against discharge and by the existing regulations concerning pesticides.
Furthermore, areas sensitive to pesticides anespaaying zones around drillings are designated.

Denmark has implemented thigrate directive objectives through regulatiombe use of
subsidied including the establishment of wetlands and forest supported through the Rural
Development Programme has also contributed to the national objeGtnesational aquatic
environment ation plans | and I, have in the period 198003 contributed to a reduction of
discharge of nitrogen from agriculture by around 50%e positive trend for the environment will
continue with the national Aquatic Environment Plan III (AEPIII).

In orderto achieve a good ecological status in all Danish lakes, watercourses and coastal waters,
the Government aims to reduce nitrodeaching into the aquatic environment by approximately
19,000 tonnes and phosphorus leaching by approximiélyonnes comped to the current

level by 2015. This will make it possible sigsachieve the objectives as setourselvesn the

Aquatic Environment Plan 111, and complying
Directive.Pr i or t o t he Diperiecc(20162021) the neee foroadddional | a n
initiatives wil/|l be assessed in order to c¢omj

good conditions in Danish lakes, watercourses and coastal widiersissessment will be carried
out on the basis afew knowledge acquired, including on climate change in relation to the aquatic
environment.
In order to achieve a good quality aquatic environment, the Government will implement an
ambitious initiative which will include:
e A green conversion of nitrogeagulation
¢ Additional general regulation for reducing nitrogen and phosphorus, e.g. a ban on soll
preparation in the autumn
e Targeted measures, including spray, fertiliser and cultivdtemborder strips, wetland
areas, extensification of river vallegad late crops
¢ Improved physical conditions on certain stretches of 7,300 km of watercourse
Improved cleansing of rain and waste water
¢ Reinforced protection of groundwater resources

EU Nitrates Directive derogation

In general according to the Nitrates Directive a quantity of manure not exceeding the equivalent
of 170 kg of nitrogen per hectare may be spread per plan p&€hiedCommission has decided

to allow derogation (2005/294/EC) to Denmark in relation to theatdis Directive, in that it is
possiblei under certain conditioristo have more livestock units per hectare than the directive

in general prescribe$he derogation allows under certain additional conditions an amount of
livestock manure applied to thend on cattle farms each year, including by the animals
themselves, equivalent to up to 230 kg of nitrogen per hedtiaeederogation was extended in

2008 until 2012. The derogation shall have no direct effect on the calculation of support rates in
the masures under Axis 2 of the programmRis is because the calculations shall cover
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additional costs and income foregone due to other obligations than reduced input of nitrogen in
the agricultural productiolCompensations are given for obligations to rs# plant protection
products, to conserve natural habitats by grazing, cutting or trimming of grass, or to produce
organically.Therefore no adjustments of support conditions or rates are needed, if the
derogation is not extendetihe possibility for farmes applying the derogation, to apply for

support under Axis 2 measures shall be specified in the Rural Development Programme for the
relevant measures.

The total agricultural area of Denmark has been appointed as Nitrate Vulnerable Zone pursuant
to the Nirates DirectiveTherefore no Codes of Good Practice have been introduced for farms
outside these zones in Denmark.

Nitrogen and phosphorus

The surplus of phosphorus and ammonia emissions from manure from agriculture has been
decreasing during the pa$i-20 yearsThe surplus of phosphorus has been reduced by about
50% since the mid 1980s, and the loss of ammonia from manure has decreased by
approximately a quarter.

With AEP llI, the surplus of phosphorus is expected to be reduced by 50% in reldtien to
level in 2001/2002 which was approximately 32,700 tonnes of phospiaesding to the
national agreement on AEP Il 50,000 hectares of marginal zones around streams and lakes
must be established, and the discharge of nitrogen must be reduced bgfd882015. To

reach these objectives, it is among other things necessary to invest in more environmental
technology on larger livestock holdindsvestments in new technology are also expected to
reduce odour inconveniences from the livestock holdiagsgnificant lowering of the airborne
strain with nutrients should however imply that other sedtoransport, industry, energy
productioni contribute as wellln addition a significant part of the nutrients strain in Denmark
is due to contribution &@m our neighbouring countries.

The rural development programmes contribute to the reduction of negative environmental
effects from the agricultural activitieShe efforts under the rural development programmes

have resulted in that approximately 98,0@@tares are included in agreements concerning
environmentally friendly farming with fallow or extensive grazing areas without the use of
fertilisers.A further 153,000 hectares (approximately 179,000 hectares in 2009) are included by
arrangements concergiorganic or environmental friendly farming without the use of

pesticides and with limited use of nitrogen.

Apart from the environmental action plans, investments in new technology have contributed to a
more environmentally friendly productiohechnologcal development and improved feeding
technology have made it possible to increase the livestock production without a larger total
environmental strain.
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Trends in nitrogen and phosphorus balances can be found in the followifiguves.
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Figure 6: Trend in the Danish nitrogen balance from 19885

Foodnote/translation

Kveelstofbalance Nitrogen balance
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Figure 7: Trend in the Danish phosphorus balance from 196885
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Pesticides

As an element of the Pesticide Plan 2Q009, the target was to reduce the frequency of

treatment in agriculture to 1.7 and to promote the changeto pesticiddree cultivation.The
Government 6s goal was to ensure that approve
in excess of the limit valudt was also a Governmental objective to convert 25,000 hectares of
no-spray border strips along targeted watercaiesel lakes before the end of 2009. Pesticide

free cultivation is promoted today by the payment of support for conversion to organic

agriculture and through the area payment system for extensive production on agricultural land.

The Government wishes taintain the level of ambition from the Pesticide Plan 200d9.
Only the amounbf spraying that nature and the environment can handle should takeTiace.
Government is replacing thmeviousprocessingndicator for spraying frequencgdicatois
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expected to be replaced by an improweith a newindicator which take account of tfar load
scaleactual effect on the environmeiith e Go v er n me nforthad thetwddj ect i ve i
scalendicatortoshall be reducedyto 1.4 by the end of 2013. In addititmthis the

Government is increasing the level of ambitiontfa target relating to the conversiomaf

spray border strips to 50,000 hectares by the end of 2012.

The development in the sales of pesticides in Denmark over the period 1981 to 2@déissh

the tables belowT he figures also contain pesticides use outside the agricultural sector.

Table 3a Sale of pesticides after type and year i kilo active substance per hectare

1981 1986 1991 1996 2001 2006
Total 2,33 2,36 1,83 1,58 1,42 1,46
Herbicide 1,78 1,48 1,13 1,26 1,00 1,12
Fungicide 0,42 0,65 0,56 0,27 0,26 0,24
Insecticide 0,10 0,09 0,06 0,02 0,02 0,03
Growth regulation 0,04 0,14 0,07 0,03 0,14 0,06

Source:Statistics Denmark 2007.

Table 3b Sale of pesticides after type and year i tonnes active substance

1981 1986 1991 1996 2001 2006
Total 6115 6085 4628 3669 3083 3212
Herbicide 4671 3810 2867 2915 2164 2479
Fungicide 1094 1682 1426 631 561 536
Insecticide 253 233 146 36 49 57
Growth regulation 97 360 189 87 309 140

Source:Statistics Denmark 2007.

Natura 2000 and Water Framework directives

Denmark has substantial obligations in the fields of nature and environment in relation to a number
of EU directives, including the Natura 200ectives (the habitat directive and the bird protection
directive) and the Water Framework Directiféese obligations play a central role in the future

nature and environmental effort in Denmarkere is a close correlation between the
implementatoro f Gr een Growth and the i mplementation
and Habitats Directive.

The obligations of the Natura 2000 directives and the Water Framework Directive will play an
important role in future nature and environmental consenmvatiforts in Denmarkn order to

reach the objectives it is expected that further reduction of discharge of nutrients and increased
quality of the water bodies and natural areas must be obt&pedific nature and environmental
targets must be set ftre areas designated, and a more differentiated implementation of the
objectives in each of the areas must be carried out.
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Under the Natura 2000 directives which oblige the Member States to maintain or establish a
favourable status of preservation foruamber of types and species of nature, 254 habitat areas and
113 bird protection areas are appointed which corresponds to 359,100 hectares or approximately
8.3% of the total area in Denmailkie designated areas include agricultural land, forest, common
land, salt marshes, fresh meadows, bogs, dunes, moors etc.

According to the Natura 2000 directives, objectives and scopes are to be fixed for water bodies and
Natura 2000 areas in 2009 at the latest, but already today Denmark is obliged to active management
to protect Natura 2000 areas, as well as the country is obliged by the EU objective to stop the
recession of biodiversity in 2010 at the latd@$te Natura 2000 designated areas are shown in the
following map.

Figure 8:Map showing Natura 2000 sites.

Not later than 6 years after the approval of the national designation of Natura 2000 areas the
national authorities shall have a proactive administration in order to securestalésh a
favourable conservation statis.Denmark this will happen i2010. The main timetable for
making Natura 2000 plans is:
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End of A survey in order to locate the sites of 18 nature typeg

2006 open area and all the forest nature types within the Né
2000 areas completed

2008 The Ministry of Environment will makdrafts of Natura
2000 Plans for all Natura 2000 areRsablic debate

2009 The Natura 2000 Plans will be approved

2010 Action plans will be drafted and approvédproactive
administration will begin.

The plans will show objectives for the long tedevelopment and for the administration to be
followed in the first plan period’he action plans will give the guidelines for the pro active
administrationFor the forests it is foreseen that the proactive administration in most cases will
be made by voltary agreements with the forest owner, and only use imposed restrictions when
it is impossible to obtain a voluntary agreement.

Water Framework Directive

The concrete targets of the Water Framework Directive and the corresponding effort requibedspatified in
future water plans in accordance with the directive.

The demands of the Water Framework Directive are in principle to be met for the individual
water bodies by 2015 at the latdéthe scale of improvements required can only be achigved
phases exceeding the timescale for reasons of technical or economical feasibility the deadlines
for achievement of the objectives can be extended to 2027.

The inter calibration process according to the Water framework Diragstsigl ongoing.Twill
set the precise obligatiossall themo be specifie@ndin the water planareexpected to be
established nationally by 2010.

Implementation of the Water Framework Directive and Natura 2000 directives

Until the national planning for the implementatioithe directives has been established and the
specific provisions for support have been decided upon, other measures in the Rural
Development Programme will contribute to the achievement of the same objdesinesrs and
forest holders will be able tpply for support on a voluntary basis.

The Government 6s wpldngare being greparadvandrae expestadt tcabke
approved before the end of 2009. The plans include individual mandatory initiatives, which for
some initiatives are foreseembe compensated under the Rural Development Programme.

Other national environmental action plans already contribute to the achievement of the aims of the dirketives.
implementation of the national mulihnual plan for sustainable and environméyntdund livestock productionsi
expected to contribute in various ways. The Danish Government put forward a number of recommendations in 2006
for a further commitment to innovation, demonstration, documentation and introduction of environmentally friend|
technologies in agriculture, which are capable of ensuring the continued sustainable development of livestock
production.
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The majority of the measures under Axis 2 of the Rural Development Programme shall
contribute to meeting the objectives of the NatR0O00 and the Water Framework directives.
These measures may concern:

Conservation by grazing or cutting on pasture and natural areas

Conversion to organic agricultural production

Extensive production on agricultural land

Establishment of border stripppag watercourses and lakes

Nature and environment projects (support for planning of projects and fgaraductive
investments in connection with protection of environment, nature and animal welfare)
Establishment of wetland areas

Extensivation of rivewalleys

Establishment of natural hydrological conditions

Establishment of landscape and biotap@roving vegetation

Also measures under Axis 1 shall contribute combining both the aim of ensuring a competitive
sector and the protection and improvemerthefclimate and the environmeiibe measures
under Axis 3 and 4 shall also contribute, however on a more limited scope.

The scope of the additional financing and regulation needed to achieve the aims is in the process
of being assessed nationally in aaance with the Community policies.

Denmark intends to modify the Rural Development Programme in order to include the specific
measures for Natura 2000 in both the agricultural and forestry s€bisiis expected to be
established in2010 with full immentation in 2011. Special provisions for implementation of

the Water Framework Directivaay also be included when the necessary basis is available.
Establishment of such provisions is not anticipated until after 2010 and after establishment of the
Natura 2000plans.

The instruments are implemented as voluntary for farmers and foresters as an outset. When the
necessary planning has been laid down selected instruments are expected to be set up as
mandatory, and the instruments is accordingly expectbd tocluded in the Rural Development
Program under the relevant provisions.

High Nature Value Farming

An impact indicator measuring the area of High Nature Value farmland shall be used to measure
the impact of the Rural Development Programméiodiversity, landscape features and

habitats.The concept of High Nature Value farming and forestry does not only cover defined

areas but also high nature value features (e.g. buffer strips etc.) introduced into areas that as such
would not fall under theefinition of high nature valuén addition it refers to agricultural and

forestry management systems being a driver for high nature Vddaendicator developed by

the European Environment Agency and the Joint Research Centre distinguishes thegollowi

types of HNV farmland:

1. Farmland with a high proportion of sematural vegetation
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2. Farmland dominated by low intensity agriculture or a mosaic of-sataral and cultivated
land and smalscale features
3. Farmland supporting rare species or a high ptepoof European or World population

In Denmark it is estimated that approximately 78,000 hectares of agricultural area is operated in
accordance with the concé&pfhe programme should contribute to at least maintain extensive
management of these arebe FIA shall develop further the method for monitoring the

indicator.

Climate change and bio energy

There is a general need for an initiative to cut greenhouse gas emissions and to make use of
alternative energy forms and adapt our society to new times.

Agricultural caused emissions of greenhouse gases can be influenced by a number of different
measures, which to varying extents will affect the emissions of the individual greenhouse gases
(methane, nitrous oxide and carbon in the grouih@.also imprtant to increase the utilisation

of nitrogen during production, in the same way that there are cultivation and environmental
reasons for maintaining and possibly increasing the amount of carbon in agriculturdhiared.

is also a need to increase thiisation of biomass to create energyythe latter case it is

especially interesting to identify resources which neither compete with the food production nor
have a negative impact on the environm&he possibilities for doing so are mainly through

greater utilisation of waste and residual products as well as cultivating perennial energy crops on
marginal areas.

In Denmark agricultural emissions account for approximately 16% of national greenhouse gas
emissionsMethane and nitrous oxide emissidrem Danish agriculture decreased by 26% in

the period 1990 to 2006. This decrease is particularly due to less cattle farming and a better
utilisation of nitrogen in cultivation of agricultural products as a result of implementing the
aquatic environmentipns,

Through the Kyoto protocol, Denmark is obliged to reduce its discharge of greenhouse gasses by
an average of 21% for the period 2E8IB1L2 in relation to 1990. The target is an annual

discharge of 55 million tons GOn connection with the preparan of the Danish Climate

Strategy in 2003 it was calculated, that the need for reduction w28 2fllion tons a yeatilt is

now estimated, that Denmark needs a reduction of 12 million tons a'yeaagricultural sector

has reduced the discharge ofegrbouse gasses by-28%- a reduction that has taken place at

the same time as a rise in production and implementation of the environmental actiomh@ans.
discharge of greenhouse gasses from agriculture consists mainly of methane and laughing gas,
andnot so much of C®

2pG AGRI-G2 and European Environment Agency, 2000.
BMinistry of Food, Agriculture and Fi sherdisesmeamssgrfiocrul
reducing greenhouse gases and the financial consequences), December 2008.
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I n accordance with the Gothenburg Protocol a
Directive, in 2010 Denmark must comply with emissions ceilings for a range of substances,
including NH3.It is anticipated that Denmark will be abtedomply with the ceiling for NH3 as

a result of the reductions in emissions that have taken place over a number'dfijearsver,

further reductions in the airborne nutrient burden shall also depend on the contribution from

other sector$ transport, ilustry and energy productiérand contributions from neighbouring
countries.

Approximately half of the agricultural discharges of greenhouse gasses come from spreading and
decomposition of manure on the fiel@t digestion from cattle, storage of mamand

discharge from agricultural machines also contribute to the dischatgegroduction of

renewable energy in forestry and agriculture constitutestah about 4% othe total energy

production.

The production of renewable energy in the agricaltand forestry sector has generally been
increasing during the last many yedrRis increase is in good accordance with the objectives of
the EU biomass action plan from 2005 and the EU strategy for bio fuels adopted in 2006. In
addition, a significanhational research effort has been started with the objective to examine the
connection between agriculture and the environmental situdtiosis done as part of the

national Aquatic Environment Plan Il and other national plans.

Currently, the use dfiomass to produce electricity is a seemnomically relatively expensive
solution but, with higher Cand foss#fuel prices, biomasbased production may well become
an economically sensible choid@day, a substantial amount of biomass is usedvw¢pplants
as a result of the biomass agreement and the associated stib&dyntributes to the scientific
basis for future increased use of biomd$se European Commission is working on the
presentation of an overall biomatsading plan and, genehglit is to be expected that biomass
will be used more and more within the European Union in the years to come.

The Danish Government has presented a plan to meet the energy policy challenges based on the
vision, that Denmark in the long term shall In¢irely independent of fossil fuel$he proposal
includes the following targets prior to 2025:

A minimum 15% reduction in the use of fossil fuels compared with today

Preventing an overall increase in energy consumption, while sustaining economic growth
An increase in the share of renewable energy to at least 30% of energy consumption

A doubling of publicly funded research, development and demonstration of energy
technology

O O OO

The Government wishes to promote the use of biogas that may contribute togeduci

consumption of fossil fuels and emissions of the greenhouse gas methane and also solve a waste
disposal problem for the farming industAccording to the policy proposal the proportion of

bio fuels used in transport shall increase to 10% by 2020. dher@ment is ready to set up

4 Danish Environrental Protection Agency, Environment project 1104, 2006.
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partial targets earlier than 2020 provided that adequate-socimmically competitive and
environmentally sustainable technologies have been developed.

Forests

The forests in Denmark have a large significance for natoveomment and landscapghey

are subject to a significant protection, partly through Natura 2000 protection and partly through
a special effort regarding forests with high natural valteghermore there is a special effort
concerning natural forestat, and conversion of areas from softwood to hardwivodddition,

the forests are important for outdoor life, and it is estimated that around 75 million visits the
forests annuallyinally, the forests contribute to production of renewable endityg forested

areas are increasingpproximately 14% of the Danish area is covered by forests, which
corresponds to approximately 534,500 hectares.

The Danish forest policy is laid down in the national forest programme from 2002 and the
objectives are in accdance with the EU Community Forestry Stratéfye national

programme is based on the concept of sustainability, which takes account of economic, social
and environmental concerns.

The Forestry Programme has six overall objectives:

Nature and Conversion to more environmentally friendly forestry and

environment conservation of the forestso
that nature and biological diversity become the main manageme
objective for 10% of the total area of forest by @04

Economics Safeguarding forestry as a sector through the establishment of
sustainable basic economic conditions.

Social Defining and devel oping fores:s
considerations welfare, where they offer guaranteed opportunitesmjoy the
outdoor life and nature.

More forests anc The area of forest must be increased soth& 80% of Der

natural areas  area is covered by forest landscapes in the course of one tree
generation (800 years)This objective is beingeveloped with the
aim of improving the nature content and encouraging local
participation in the initiative.

Knowledge Effective accumulation of expertise and the exchange of knowle:
in the forestry sectoAccess to ugo-date, relevant knowledge as ¢
basis for forest policy through research, education, promotion ar
information.
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International Promotion of sustainable forestry globally, regionally (Europe, th
objectives EU), as well as in Scandinavia and the Baltic region.

The national foregprogramme has no date of expiring and there are no funds directly attached
the programmeThe objectives are to double the forest area within a wood generation (i.e.
approximately 100 years), so aboutZ®b of the total area of the country should beeced by
forest landscapes in 2100, and to convert forestry into a more fia¢unely operationThese
objectives shall be supported through the rural development prograrhmeffort in the

forestry area has been concentrated on deforestation onltagalciand in the period 2062006
according to the objectives in AEP Il and AEP I this period, 9,500 hectares of new forests
have been planted on agricultural land with subsidies from the rural development programme.
Furthermore, the rural develoemt programme has contributed to changing the composition of
tree species in the Danish forests in the direction of more hardwood, and it has also contributed
to supporting biological and outdoor considerations in the forptgoximately 14% of

Denmarkis covered by forests, and therefore in good progress of meeting the targets in the
national forestry plans.

Islands with specific handicaps

In certain parts of the country, agricultural production is less favoured due to structural and
geographic contibns.In Denmark these less favoured areas are pointed out to be 27 small
islands and the islands Fang, Leesg, Samsg andl A&rbusiness economy of these islands is in

a very high degree linked to a viable agricultural sector, and it is considerethatagriculture

is sustained on these islands to counteract depopul@tierislands are today covered by the so
called island support scheme under the RDP and constitute 1.1% of the total agricultural areas.

Main challenges in nature and the envirommne
To sum up, the main challenges concerning nature and environment in the years to come are:

e Sustainable energy production and technology within agriculture and forestry play a part in the
Danish compliance with the Kyoto protocol, but also in natienargy scheme# the years to

come sustainable energy will play an increasing role in the Danish energy supply.

¢ Within the aquatic environmental action plans and other national plans an effort is planned to
research and promote environmentally frientélghnologies in agriculturd@hese efforts should be
continued in order to maintain the Danish stronghold within this industry, and to contribute to the
compliance to the Kyoto protocol.

e An ongoing effort to maintain extensively farmed areas is nedddéuht context a focus on
grassing and the maintenance of grassland areas is essential.

e The protection of drinking water supplies must continue to ensure drinking water for the
generations to comé.is a national objective, that groundwater should be dbt&kwithout

cleansing.

e Denmark has implemented the Nitrate Directiliee efforts to maintain these objectives are set
in the national aquatic environmental action plarmais the actions under these plans should be
maintained.
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e To reach the objectives the Natura 2000 and Water Framework Directives, a more
differentiated implementation of the objectives in each of the geographical areas must be carried
out. Efforts under the RDP shall contribute to ensure the protection of the Natura 2000laveas.
efforts shall be introducedhen local Natura 2000 plans have been established.

3.1.5. The socio-economic situation in the rural areas
As described in Chapter 1.2, an index for the rural degree has been calculated for each
municipality based on 14 choserticators with a starting point in the new municipal structure
from 1 January 2007. The calculated index shows a rather significant difference between the
municipalities which have been divided into four classes

Remote municipalities (16 municipalities)
Rural municipalities(30 municipalities)
Medium municipalities(17 municipalities)
Urban municipalities (35 municipalities)

The calculated index and the underlying indicators will in the following be used to describe the
demographic and soceconomicstarting point in the rural district municipalities that are
defined as the sum of the categories called rural municipalities and remote municipalities

!> Moreover, the Chapter is based on The Governinent St at ement concerning rural
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OAIl municipalities 3,2% 3,9% 4,7%
BRural municipalities 5,4% 2,2% 1,5%
BRemote municipalities 7,4% -1,2% -2,0%

Figure 9:Development in population and employment

From 1994 to 2004, the population i Denmark glswB.9%.The increase in population has

been largest in the citieghe increase in population in the rural municipalities was distinctively
lower, i.e. 2.2%, while in the remote municipalities in total there was a decrease in population of
1.2 % in the priod 19942004 (see figure 2).

On a national basis, 64.1% of the population is in the working agé4(y@ars)In the rural
municipalities the corresponding number is 62.3%, while in the remote municipalities it is
60.9%.In the rural district municigaies and especially in the remote municipalities there is thus
a majority of children and older people in the populatiorthe same way, on a national basis
28.7% of the population is in the age group425years, where it is normal to have finished
oneb6s educat i on Inshammosetmanicipalites tie @amésponding number is 24.0
% while it is 25.9% in the rural municipalities.

The population density for the entire country was 124 inhabitants per square kilometre in 2004.
The correspondg number for remote municipalities was 47 and for rural municipalities it was
76 inhabitants per square kilometre (see figure 3).

The educational level of the population has been in progress during the perie20D394ut
the population in the ruraf@as, including the remote areas, still has a somewhat lower level of
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education than the population in the citi€se educational profile in the rural areas and smaller
cities is dominated by unskilled and persons with an occupational education, whéecities

there is a larger part with a further educatiorthe entire country, 28.7% of the population only
has a basic general educatibnthe rural municipalities the corresponding number is 33.1% and
in the remote municipalities it is 36.4%orresponding to this, the part of the population with at
least a mediuaterm education is 21.1%, while in the remote municipalities and the rural
municipalities it is 13.6% and 15.7% respectivdlgus there seems to be a general need for an
enhancement of cqmetences among the population in the rural district municipalities.

The level of innovation is high in many places in the cou@merall, the level of innovation is
highest in Region Greater Copenhagen with Region South Denmark just behind, while Region
Central Jutland and Region North Jutland lag some way bdRéagion Zealand has the lowest
level of innovation.

The changaver to more knowledgbased production represents a major challenge for many
Danish enterprise$lost private research and devahoent activities takes place in the larger
towns and cities, because that is where knowldsiged enterprises are locat@ditside the

large towns and cities, renewal is substantially less resbasgd and is based more on
cooperation between customarsd suppliers.

In the decade, the employment has developed differently in rural areas and iflodies.

employment has generally seen been increasing but with movements following the state of the
market.As it appears from figure 2, the employment in¢hére country in the period 1994

2004 has increased by 4.7% the rural municipalities the increase in the same period has only
been 1.5%, while in the remote municipalities there has been a decrease in employment of 2.0%.

The employment assessed adaog to residence will be influenced by many people commuting
from residence to job typically from rural areas to more urban dfgasi look at the

employment assessed according to job location (i.e. local jobs), the employment in rural district
municipalities as well as in urban municipalities has generally been groWioggh, the growth

in the number of jobs in the rural areas has been a bit slower than the employment assessed
according to residence, which could signify an increased extent ofrstpltilan analysis of the
foundations of life in 36 Danish regions, Oxford Research shows that the regions surrounding the
big cities have a daily commuting rate of 20% of the work fSréemeans that time spent on
transportation is rather large for pd®in the rural areas and the remote areas, and at the same
time the areas are depopulated during the day.

The largest changes in the occupational structure during recent years have taken place in the
rural areasThe decade 1992004 has been charactsd by a significant decline in the
employment in the agricultural sector and other primary sedtbesagricultural trade still has a
relatively large significance in remote municipalities and in rural municipalitiappears from
figure 2 that the maber of people employed in the agricultural trade in 2004 was more than

YReference OFunktionelle sammenhbnge p- regionalt nive.
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twice as high in remote municipalities as the average for the entire country (7.4% compared with
3.2%).For the rural municipalities, the corresponding number is 5.4%.

Another indicabr for the development potential in the municipalities is the average distance to a
motorway.On a national basis, the average distance to a motorway is 19.6 kilometres, while in
the remote municipalities it is 41.1 kilometres and 15.2 kilometres in thkemunicipalities (see
figure 3).
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2c. Average distance to
. areas L 8a. Taxation basis pr.
2a. Average distance to. |y quppiysof | 18 Population in 2004 - inhabitant
Y employment pr- in 2007 - thousand DKK
possibilities in 2004 - km
OAIl municipalities 19,6 111 124 142
BRural municipalities 15,2 105 76 127
BRemote municipalities 41,1 206 47 125

Figure 10:Chosen indicators for rural degree.
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Figure 11. Trends in primary income (DKK.) per inhabitant 1:2804, divided into municipality

classesSource:Statistics Denmark.

Foodnote/translation

Bykommunermden for hovedstadsregionen

Urban municipalities outside the capital area

Bykommuner i hovedstadsregionen

Urban municipalities in the capital area

Landkommuner Rural municipalities
Udkantskommuner Remote municipalities
Hele landet All the country

There is a large difference between the income and taxation basis of the Danish municipalities,
as well as the municipalities often have a very different age composition and social st@tture.

a national basis the average taxation basis per inhabita@0ihis expected to be EUR 19,000
while in the remote municipalities and the rural municipalities will be only EUR 16,800 and
EUR 17,000 respectively (see figure).

If you look at trends in income (see figure), it is apparent that the average pnow@ne per
inhabitant has risen in the period from 1992D4. It can also be seen that the level of income in
the peripheral municipalities is scientifically lowéit.the same time it is clear that you find the
highest level of primary income in the urb@aanicipalities in the Capital.

The calculated rural areas index for each of the new municipalities is as mentioned an expression
of the degree of rural districaind thus an expression of the need for development suppert.
calculated index for thaverage of all Danish municipalities is 42.4, while it for the remote
municipalities is 15.1 and for the rural municipalities 33.3.

Gender mainstreaming
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In Denmark, an inteMinisterial gender mainstreaming project was launched in 2001 and a
national acton plan 2002006 for gender equality was adopt&te three primary goals for the
action plan were:

1. To ensure that gender equality is incorporated into the principal parts of the individual
ministriesd core acti vi-mirystedgaltasikss and i n
2. To ensure that the ministries formulate gender equality policies and specific gender

policy objectives within their own core areas and thereby identify gender equality policy

challenges and gendbased problem areas.

3. To ensure that the seurces and competencies for identifying and working
professionally with gender related issues and gender equality related challenges are in
place within the ministries.

With gender mainstreaming, all public authorities must work to promote equalitydretwe
women and merGender perspectives need to be analysed and possible consequences of
initiatives in terms of gender equality must be considérbi implies a preactive approach to
gender equalityThe results of this effort shall be evaluated and mévatives proposed.

Entrepreneurship and gender

The Governmentds opportunities for achievi
being among the countries with the highest numbers of entrepreneurs by 2015 have been
improved by the Ministry of Edtation undertaking a gender equality assessment of their work.
By far the largest number of entrepreneurs in Denmark arelftba.number of entrepreneurs

is to be increased, it is necessary to get women involNregtefore, the Ministry of Education

hasintegrated a gender perspective in their future work with education in entrepreneurship and

enter priseln this way, the gender equality assessment has improved the opportunities for
achieving the goals of the Globalisation Strategy.

The Minister for Gader Equality has published a leaflet and set up a database with facts on
equality.More key figues are available atww.lige.dk

Gender difference in wages for the period 12901 were as follows:
Grosswageli f f erence between mends ahb2id19% o0 menbds

Wage difference that cannot be accounted for statistically 217 6%
Source:The Danish National Institute of Social Reseatle n 6s and Womends Earnings
2004

Internet access

The interret has had a significant importance for both private and occupational communication.
As it appears from figure 4, there is a significant distribution of broadband connections in
Denmark, but the distribution is generally speaking higher in areas witheadancentration of
population and lower in the rural areas.
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Figure 12:Distribution of broadband at municipality level, percentage of enterprises and
households with ADSL in 200%0urceNational IT and Telecom Agency.
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Figure 13:Distribution ofbroadband in households and businesses at municipality level 2008.

The distribution of broadband has grown throughout the coudtry80 June 2008 there were
2,024,849 broadband subscriptions in Denmahks is equivalent to 36.9 broadband connections
per 100 inhabitants, or broadband in 71% of all households and busingssesn in figure 13,
almost all postcodes have a broadband distribution of more than 50% (567 of the total 587
postcodes)This also proves that two thirds of all postcodes havstalition of over 65%.
Broadband distribution is not to the same as broadband availability.

The Danish National IT and Telecom Agency estimates that at national level approximately 21,000
households and businesses, equivalent to less than 1%, do eetceass to broadband through

fixed broadband technoloffyWith the increasing expansion of the mobile broadband network, it is
also likely that there are several places in the country where mobile broadband covers households
and business which are not eogd by the traditional fixed broadband connectiblmavever it is

not possible to estimate the precise extent of this.

The Danish Government is aiming for all households and businesses to have access to
broadband before the end of 2010.

Summary

To sumup the rural district municipalities and especially the remote municipalities have not
experienced the same positive development as the rest of the country, as they have been
characterised by a stagnant and in some areas negative develdfreanain chaénges in the
rural district municipalities are:

7 By fixed broadbandechnology we are referring to broadband connections to a fixed point. This includes both wired
and wireless broadband technologies, but does not include mobile broadband technology. Danish National IT and
Tel ecom Agency: i Br e db -baddsuveyfdr 2068.ni ng 20080 (Broad
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The increase in population has been lower than average

The population density is lover than in urban and-pdyan areas

Employment development has not been as positive as in the rest of the country
The alucational profile is lower than in urban and petban areas

The general income level and taxation basis is lower than average

Lesser access to broadband technologies than rest of the country

3.1.6. SWOT and objectives

Based on the review of the economic situation in the food industries, the state of nature and the
environment and the soegzonomic situation in the rural areas, the strengths, weaknesses,
opportunities and threats mentioned below have been identifiest Hawe been adopted to

take account of the challenges identified in the Health Check of The Common Agricultural
Policy.

For the agricultural, forestry and food industries (Axis 1):
Strengths

U The industries are highly adaptable in relation to new remeinés and changed

conditions

New research results, products, etc. are disseminated quickly.

The industries are characterised by high production efficiency

The industries are integrated into the global economy

Capacity for greater exploitation of a growimgrket for quality products, food safety,

etc.

U The industries consider nature and the environment, including via the production of
environmentally friendly raw materials and protecting drinking water

U The industries are characterised by diversified prodagctncluding the involvement of
recreational and natural assets

U A public-private partnership has already implemented a major initiative to counteract the
impact on nature and the environment caused by the industries

.

Weaknesses/threats

U The income develapent of the industries seems to be stagnating as a result of

globalisation and international competitive pressure

Production is characterised by a high national cost level

U The industries are experiencing a decline in efficiency as a result of a laclogation
and development

U The industries are facing a growing economic burden as a result of environmental
regulation

U0 Climate changes are affecting the production basis.

H et

Opportunities
U Exploitation of growing international market for animal products
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[t enHiN anHiN et

c:

Exploitation of growing market for quality products, food safety, food produced under
approved food quality schemes such as organic products etc.

Promotion of continued innovation, product development and new technology
Increased diversification of the indusgi® ear ni ng potenti al
Continued development of recreational assets and nature management

Increase the contribution of the industries and nature to the quality of life in the
countryside

Continued promotion of climateenvironmentally and naturally sustaibde production
through specific development projects and regulation

Increase the energyroduction from renewable sources such as biomass

Increase the readyness for climate change by for example improving the control of water
resources

Implementation ohew technologies aiming at the protection of the environment and
nature.

For nature and the environment (Axis 2)

Strengths

i

i

Farmers take nature and the environmental factors into consideration, including the
production of environmentally friendly rawaterials and protecting drinking water

The agricultural sector is characterised by diversified production, with an increasing
segment for organic production

A public-private partnership has already implemented a major initiative to counteract the
impact onnature and the environment caused by the industries

Capacity for greater exploitation of a growing market for quality products, food safety,
etc.

Farmers have been able to counteract environmental influences by increased production
through improved produion efficiency

Weaknesses/threats

cC: C:

Production is characterised by a high national cost level

The industries and farmers are facing a growing economic burden as a result of
environmental regulation

End of &xtensification of production can lead to of ovength of natural habitats
Influence on natureandwateraareas and climate due to intensive farming

Influence on nature and environment due to climate changes e.g. loss of biodiversity,
increased immigration of invasive species and increased exploitdtiba
waterenvironmentoldingoy nutrients and pesticides.

Opportunities

i
i
i

Exploitation of growing international market for animal products.
Exploitation of growing market for quality products, food safety, etc.
Increasing the use of biogas.
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Promotion ofthe growing of energy crops.

Promotion of continued innovation, product development and new technology

|l ncreased diversification of the farmers

Continued development of recreational assets and nature management

Improvedwater management and improvement of the water environment for climate

adaptation, by e.g. the use of wetlands as buffers in case of periodically flooding.

U Increase the contribution of agriculture to nature (biodiversity), clean water and to the
quality d life in the countryside

U Continued promotion of environmentally and naturally sustainable production through

specific development projects and regulation

[ - enHEN enHEN anHEN et

For living conditions and development in the rural areas (Axis 3):
Strengths

U Solidarity and cooperin

Ability to develop new local initiatives
Small, flexible enterprises

Cheap housing

Proximity to nature

Attractive scenery

c-cCcCcCCcCCc

Weaknesses/threats

c:

Industry in recession

Lack of local jobs

Lack of innovative enterprises

Wageintensive industry is being lo&t low-wage countries
Low level of education

Skewed age distribution and depopulation

Young people abandoning rural municipalities
Environmental pollution from agriculture in certain areas
Lack of provision of public services

[ entEN e en-EN et en-RN eI en-E et

Opportunities

U Promote thereation of local jobs

Promote regional and local food products, e.g. local niche products

Promote development of local initiatives

Promote natural, cultural and recreational assets incl. local tourism

Reinforce local solidarity and cooperation

Promote opprtunities for young, weleducated people to move out from urban areas
Promote distance learning, teleworking and the use of new digital technology in both the
private and public sectors

U Locally adjusted initiatives focusing on climate changes and rerewabrgy.

[t et ent Y en i et i e
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Main tasks for the Rural Development Programme

On this basis and in accordance with the Community strategic guidelines for rural development the
following main challenges have been established:

e To support innovation and quality developmemtjuding the efforts of the agricultural trade to
make the necessary adjustments to the development in the agricultural market trends, achieve
improved competitiveness, etc.

e To contribute to creation of alternative possibilities, increased quality p&hekdiversification

of the economic activityThe diversification of the economic activities must also be seen in
connection with the efforts of pmoting a cleaner aquatic environment, a more varied nature, and

an increased offer of recreational podgibs.

e To continue the agricultural, nature, and environmental policy, which has been implemented
through the national Aquatic Environment Plans, pesticide action plan and forest programme, and
through development projects, area support and adjustmexieted the nature and environment
improvements already achieved in relation to the agricultural trades, and

e To meet thechallengesdentified in the Health Check of the Common Agricultural Policy
regarding climate changes, renewable energy, management of waterresources and preservation of
biodiversity.

The main objectives of the programme can subsequently be summed up as;

For improving the competitiveness of the agricultural and forestrose¢tf.Chapter 1.3)

e to counteract on the recession in the number of jobs

e to promote the necessary continued structural adjustment, among other things through
investments in new technology, including climate and environmental technology and
optimisationof use of energy

e to promote development of competences of the workforce

e to adjust the food production to changed tendencies in the demand for quality products and
organic products through innovative steps

For improving the environment and preserving net(of. Chapter 1.4)

¢ to implement the Water framework directive and maintain results from the earlier Aquatic
Environment Plans

e to maintain the positive development concerning the influence from the agriculture on

landscape, nature and environment, inclgatontributing to meet the objectives of the

the national Green Growth Plan

national Pesticide Plan,

national Aquatic Environment Plan

national forest programme

Natura 2000 Directives and EUGs 2010 objecti

Kyoto protocol

For improving the quality of life in rural areas and diversification of the rural econom{g(apter 1.5)
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to retain and create more local jobs in the rural areas

to counteract the tendency to migrate from rural areas to urban areas
to increase the qualityf tife and create more cohesion

to strengthen the local competences, decisions and participation
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3.2 The national strategy

3.2.1. The four main priorities

According to the Community strategic guidelines for rural development (Council Decision
2006/144/EC of 20 February 20@fended by Council Decision 2009/61/EC of 19 January 2009),
Member States are encouraged to focus support on key actions for each of four guidelines set out by
the Council in accordance with Article 9 of Regulation (EC) Ni&B005.The proposed key
actions in the Communityds strategies are set

The four Community strategic guidelines for the period 2B0X3:

improving the competitiveness of the agricultural and forestry sector
improving the environment artde countryside

improving the quality of life in rural areas

stimulating diversification of the rural economy .

el N

The local capacity for employment and diversification should also be expanded.

In the light of the EU strategic guidelines, the analysishapg@er 1 and the public dialogue

preceding work on the national strategic framework, the Danish Government has decided upon the
following four overall objectives for the National Strategy Plan for Rural DevelopmentZIXH,

in no prioritised order.

Four overall objectives

Stronger competitive force in the food and forestry sector

Varied landscapes, rich nature and clean environment, including water quality
More entrepreneurs and local jobs in the rural areas

Attractive living conditions in the rurar@as contributing to a strong cohesive force between
rural and urban areas

The four objectives are to be realised through the most cost efficient actions and operations.

The measures to pursue the objectives shall be found under all four axes ofalledralopment
ProgrammeMore entrepreneurs and local jobs in rural areas shall be achieved mainly through
measures in Axes 3 and 4. The measures to target competitiveness are primarily in Axis 1, but
measures in Axes 3 and 4 may contribiitee effort fo nature and environment shall primarily be
achieved through Axis 2 but measures in all four Axes shall contribgemeasures to improve

the living conditions in rural areas are primarily placed in Axes 3 and 4, but Axis 2 measures may
however contribug. The objectives and the relation to the Community strategic guidelines are
described in more detail below.

3.2.1 Axis 1: Strong competitive force in the food and forestry sector
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In the analysis of the situation in Chapter 1 it has been pointed othehaiain challenges for the

food and forestry sectors are to promote the continued structural adjustment in the light of the need
for continued efficiency progress, increasing regulation in consideration of environment and nature
and a strong internationebmpetitive pressure as well as facing increased pressure on natural
resources, including water resources and a need for renewable energy e pespose of the

Rural Development Programme is thus to ensure that the sector can develop and reneitiveomp
while observing an increasing number of nature and environment requiréerhentsills for new
technology and a well trained work force with a high level of knowledgthe same time new

products must be promoted where the competitive paransgtecgiality and animal welfare.

The prospects for the development of international food markets in the years to come suggest the
food sector will be facing a high increase in price and-lbased competition as the result of market
opening, the financialrisis and increasing globalisatiorhe increased competition will be

especially noticeable for traditional agricultural products.

New knowledge and innovation to create growth

To an increasing extent, the food sector thus has to develop, produaeodepproducts with a
high content of knowledge and quality which have more favourable market conditions.

New hightech methods, processes and products are crucial for the development of efficient and
sustainable production systems in the entire foodsdd¢ew technology among other things
includes many possibilities for solving a large number of environmental problems, just as digital
solutions can reduce administrative costs.

In the EU strategic guidelines for the rural development policy, knowledgsfer, innovation and
quality are also stressed as focus areas for the effort of improving the competitive force for the
agriculture Furthermore, it is recommended that investments in physical and human capital in
priority sectors be promoted.

In thedialogue with the partnership and the citizens about the strategy, product development and
the marketing of regional quality products were also pointed out as important activities for
improving competitiveness in the food sector.

e Denmark will pursue theatget of competitiveness through innovation and development of
competences, and investing in new technologies for production in all parts of the value
chain.The measures for this are primarily found in Axis 1 of the rural development
regulation Focus shl be on investments with regard to environmental technology,
information and communication technology (ICT), quality products anefammh products
including bio energy, mainly through the establishmehi@jas plants and related
investments in technajes.

e Denmark will also pursue the target of competitiveness by focusing on quality food
products, knowledge exchange and strengthening the network between a broad circle of
actors in the food sector. There will be a focus on organic farming andpoadlcts
among other things.

These actions will also contribute to meeting priorities for environment and climate and the
priorities for promoting attractive living conditions and development in the rural areas.
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3.2.2 Axis 2: Improvement of the landscape and environment; arich nature
and clean environment

The analysis of the situation in Chapter 1 showed that the main challenges in the environment and
nature area in the years to come will be to maintain the results from the aquatic environment plans,
contribute to implementation of the Green Growth initiatives,the Water Framework and Natura

2000 directives, the national forest objectives, the 2010 objective of stopping the decline in
biodiversity and also to contribute to meeting the Kyoto protddwse initiatives will also support

the new challenges facing agriculture related to climate change, loss of biodiversity, stricter
requirements for water management as well as an increase in the share of renewable energy sources

I n t he EUD®G =linasstherais afgcuson ajso purduing the Gothenburg conclusions on
sustainable development via the programbaing the course of dialogue with residents in the

rural areas and other interested parties it was emphasised that a major challentfesfor fur
development is to secure continued development of the agricultural and forestry sectors which can
also improve conditions for nature and environm@&herefore, the role of the farmer and of the
forester as nature manager must be strengthened.

Denmark will pursue the nature and environment targets primarily through the contribution to
meeting national action planBhese action plans (Green Growth,Action Plan for Biological

Diversity, the pesticide plan and the national forestry programme)digeetives which are to be
pursued during the programme period. Until now, the effort in the rural development programmes
has focused on meeting the objectives of the Nitrate Directive and the national aquatic environment
plans.In the future, the initiatie will have a stronger focus than there has been so far on fulfilling

the Water Framework and Natura 2000 Directives. Part of the initiative will begin as soon as 2010,
while some of it will start in 2011 as the national water plans and municipal aldimlgecome

available for implementation.

e There will be an emphasis on the implementation of Green Growth, which includes the
establishment of wetlands and border strips along watercourses and lakes.

¢ A new feature of the Rural Development Programmebeithe option to establish extensive
areas with periodical flooding as a result of changed watercourse maintenance. This will
help improve the conditions of the aquatic environment and nature.

e The effort relating to entering into new agreements on ceieto organic farming will be
continued.

e The effort relating to extensive management of pasture and natural areas will be continued
within Natura 2000 areas and will be extended to include protected habitats outside Natura
2000 areas.

¢ A new measure fdhe planning and implementation of projects aiming at promoting nature
and environment will be introduced.

It is the intention to continue to support the establishment of forests on agricultural land.
The effort will be focused on nationally designatéatestation areasn the period 2000
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2006 a significant part of the EU funding was used {establish forests that were
destroyed during the storm in 199%is support will continue and will also be extended to
cover natural disasters on agriculturard.

¢ Furthermore, initiatives to maintain agricultural production on certain islands with special
disadvantages for agriculture will be continued in order to maintain the conservation of
habitats and landscapés.Denmark, a number of small and medisized island$ave
beendesignated as legavoured areas.

In accordance with the EU strategic guidelines on rural development and the Gothenburg
conclusions about sustainable development, the objectives of varied landscapes, rich nature and
clean environmet shall be pursued through Axes 1 and 2 of the Rural Development Programme.

Axis 2 efforts shall aim to contribute to the widest possible extent to national implementation of the
Natura 2000 and Water Framework Directives, including a significantlforeed effort for the
establishment of wetland aredis was also the case in the previous programming period, where
pPriority is was given to drafting agenvironment agreements in designated Natura 2000 areas and
to improving the aquatic environment.

3.2.3 Axis 3: Quality of life in the rural areas and diversification of the
economy;

3.2.3.1 Entrepreneurship and new jobs in the rural areas

In Denmarkthere is a need to strengthen the cohesive force and to avoid escalating differences
between regions and between remote and urban &e@somic development is an essential
prerequisite for retaining or creating new jobs in the rural areas. In theiaradlifse situation in

Chapter 1, it is pointed out that the main challenge is to create or retain local jobs and to prevent the
decline in employment in the food industry. This is a particular problem in the peripheral areas.

Jobs within a reasonable ditance

If the rural areas are still to be a place where people take up residence, work has to be found within
a reasonable distance of commuting or there must be good framework conditions for people to
create income and employment for themselves andrgeisanable everyday life to function in the
local areaAccess to broadband is an important factor for creation of new local jobs and economic
development in the rural areas, and must be considered a necessaryi faotlionly in the cities

and in the wral areas but also in the peripheral aréable 2 in Chapter 1 shows a weaker
development in employment in rural and remote municipalities than in the country as a whole.
Many inhabitants of remote areas commute from the local area to work elsefdipieeral areas

with a large commuting distance to the nearest town and areas with few large businesses which
dominate the employment in the area are most vulnerable to major economic changes.
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e Local employment is a priority for the Danish Rural DevelopnRFngramme

The EUO6s strategic guidelines for the rural d
agreement is to be pursued with the help of the rural development policy. In the EU strategy there is
a strong focus under Axis 3 on employment gralvth conditions being the key goals. At the same
time, in its globalisation strategy, the Dani
competitiveness, so that it continues to be one of the countries in the world with the highest rates of
growth and posperityThe dialogue with the Partnership and citizens in rural areas on the national
strategy pointed out that entrepreneurship is very important when it comes to achieving sustainable
development of rural areas and helps to balance development benwarrand rural areas.
Entrepreneurship will thus be an instrument for creating growth and local jobs in the rural areas.

Denmark will strengthen entrepreneurship and creation of jobs with activities pursuant to Axis 1
and Axis 3.

3.2.3.2 Attractive living conditions

From the analysis of the situation in Chapter 1 it appears that during the past decade the rural areas
have experienced a lower increase in population growth than the average for the Gtwenérare

many reasons for that, and there igloabt that the lack of public service and cultural offers are
important factors.

Attractive rural areas contributing to strong cohesion
In accordance with the EU strategic guidelines on rural development it must be ensured that the
rural areas continue twe attractive places to take up residence for future generations.

o Denmark will pursue the objectiwd attractive living conditions in the rural areas by
investing in local cooperation, which establishes better framework conditions for good
quality of life in the individual rural areas.

It is a Government target to ensure good and attractive living conditions for the Danish population,
no matter where in the country you litgkewise, the dialogue with the partnership and the citizens
in the rural aremhas shown a need for intervention to prevent depopulation, to ensure service of
high quality and to strengthen social netwoikss important for a good quality of life in the rural
areas that the citizens together have a possibility of creatingptheiframes and affecting their

own local area, so they get the largest possible influence on their life sitddteaffort will thus

be implemented especially through local action groups.

e Attractiveliving conditions are thus a significant area of actifor the local action groups
and for the local and regional authorities.
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To ensure attractive living conditions and settling possibilities in the rural areas, there are a number
of specific basic facilities which the citizens need to have acce$hdee include schools,

shopping facilities, internet access, leisure activities and cultural facilities to a reasonable extent.
Furthermore it is necessary to ensure good framework conditions for the establishment of private
servicesNot all theseequirements can be fulfilled via the Rural Development Programme, but the
local action groups can become partners in the dialogue with the local and regional authorities.

The amenity values connected to the cultural inheritance in the rural areasvalsmghéicance for
the quality of life.

e Attractive areas with a well preserved anctassiblecultural heritage must be ensured.

3.2.4 AXis 4: The Leader method

The measures to meet these aims are primarily placed under Axes 3 and 4. Axis 2 measures may
however also to some extent contribute to meet these Bimasntention is to implement most
Leader activities within the framework of the Axis 3 provisions of Regulation (EC) No 1698/2005.

3.3 The strategy per Axis

The four overall objectivedescribed in Chapter 2 are to be pursued by measures under each

Axis of the rural development regulation but also to some degree through an integrated approach
combining measures from one or more of the akie.key actions proposed in the Community
straegicguidelines shall form the basis for the design of the measures in the Rural Development
Programme, cf. Annex IV.

According to the migerm evaluation in 2003 of the Danish Rural Development Programme
20002006 the correlation, complementarities andesgy between the schemes in that

programme were low in the case of most scheffi@s.schemes acted as isolated support

schemes but did not exploit potential opportunities for synergies between the individual schemes
particularly well.

The design of theational application schemes in the Danish Rural Development Programme
20072013 shall aim to create a larger degree of cohesiveness in order to increase added value.
Where suitable, an integrated approach shall be used, combining possibilities fot Soppor

more than one measure (legal provision) from Council ReguléEGh No 1698/2005 in one

national application scheme.

3.3.1. Integrated approach in the national application schemes

National application schemes combining support opporasitom more than one measure (i.e.
more than one legal provision in Regulation (EC) No 1698/2005)) shall ensure maximum
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synergy between the activities in each measure and shall minimise potential dead weight losses
in the schemes.

Integrated approach inational application schemes in Axis 1

The synergies shall be sought horizontally for fulfilment of such themesagation, food
quality, food safety, animal welfare, skiisquisition andlevelopment of competences,
settlement in rural areas, emplognt, environmental protection and nature conservation

The possibilities for making use of more than one legal provision in the same project may at the
time of application encourage and inspire the applicant to pursue new professional networking
andsharing of knowledge and to pursue multiple tasks with the same finances.

The programme shall contain integrated activities for innovation in the primary sector and the
processing sector, making use of the provisions in Regulation (EC) No 1698/2005 for
modernisation of agricultural holdings, adding value to agricultural and forestry products,
cooperation for development of new products and vocational training and information activities.
Promotion of innovative integrated projects may lead to a reducedmoorisk for the project
holder but also to improved skilkequisition dissemination of knowledge, environmental
sustainability or improvement of animal welfare in the same project.

Integrated approach in national application schemes in Axis 2

Integrated approaches shall be pursued, e.g. for projects in the Axis 2 measures Nature and
environment projects and Establishment and management of wetlands, sustainable forestry and
extensification of agriculture in river valley&pplicants may, for instanosithin the same

project, apply for arehased agrenvironment support but also support for qmwaductive

investments or support for drawhugp of plans for protection and development of high nature
value areas.

Integrated approach in national applicatiGcchemes in Axis 3

It will also be a key task for local action groups to secure cohesiveness and seek multiple
purposes in the Leader actions of the progranihe.programme shall contain measures for
realisation of locally integrated rural developmengmions with multiple purposes such as
tourism, basic services for the economy and rural population, improved recreational values,
nature angnvironment considerations, improved competitivenessTb&local action groups
shall be encouraged to apphetintegrated approach and to recommend integrated projects with
use of more than one legal provision from the Regulation.

Separate legal provisions at the level of measure code

The FIA shall make support commitments with beneficiaries separately foae@gty in
integrated projects pursuant to each Article in use.

Beneficiaries under the integrated schemes will be obliged to meet the provisions of each Article
of Regulation (EC) No 1698/2006 in uggach scheme will contain a full list of the legal

provisions in use and applicants and beneficiaries will provide information separately per Article
in use.For integrated projects, applicants shaltifilseparate chapters in the application form

for each Article in uselThe same applies for the lateppedures for requesting payment of

61



support and reporting-his approach shall ensure satisfactory monitoring of commitments made,
payments, results and effects pursuant to each Article of the Regulation.

Axis 1: Improvement of the competitiveness of thagriculture and forestry

This paragraph describes the balance between investments in physical capital and human capital
under Axis 1. Prioritised sectors for investments are pointed out, and quantified targets are drawn
up on the basis of the common effexticators from the Commission and chosen national
indicators.

To fulfil the overall priority of promoting competitiveness in the food and forestry sector and the
objectives set out in Chapter 1.6, the following type of actions may form part of thdnDanis
programme:

e Innovation with a view to developing new technologies, processes and products

e Innovation, testing, collaboration on, demonstration of and investments in environmental
technology, noffood production including bio energy and information anchmunication
technologies

e Diversification of the food stuff production to include products of high quality, for example
through labelling schemes and influencing patterns of consumption in the direction of
guality products

e Promotion of management methdds livestock production which increase animal welfare.

e Enhancing competences and counselling aiming at promoting competitiveness mainly
through investment in environmental technology, information and communication
technologies, quality products and néood production including bio energy

¢ Restoring agricultural production potential damaged by natural disasters
Vocational training and information actions

Under Axis 1, the main priority of the Danish strategy is to improve the competitiveness in the
food and forestry sector through development of and investment in innovative solutions,
including cooperation projects, which turn new thinking into valis means the application

of knowledge is combined with investments in physical capital.

As a result othechallenges identified in the Health Check of The Common Agricutural Policy
and the national plan for Green Growtianges have been made to the Rural Development
Programme 2002013 for the remaining 2012013 period.

Accordingly, in the 2012013period a significant proportion of the support will be used for
investment projects in the primary industry in order to achieve greater progress in technological
development, especially within environmental technology and the creation of competitive farms
and companies.

¢ Infinancial terms, emphasis under the Axis will be on the physical investments and
implementation of new knowledge.
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Innovative activities should focus on creating new and better high quality food products,
including organic product$ocus shall be given to the development and use of new
environmentally and climate friendly technologies. This also includedauahproduction,
which is primarily aimed at increasing the supply of renewable energy sources.

In order to focus on key actiorgjpport for projects concerning investments in new processes
and new technologies will only be providixt the following kinds of investments:

e New environmentally efficient technologies, e.g. aimed at reducing ammonia evaporation
from stables and storagé manure, odour nuisances etc.

Establishment of biogas plants and related investments in technologies

Improving quality food products and food safety products

Tracing of products

Improving animal welfare and health

Organic production

Improvingenvironmental conditions for the working force

Other investments in new processes and technologies

Projects may be prioritised on the basis of the following parameters, in no prioritised order
e Creating new jobs
Retaining jobs
Strengthening competitiveness
Reducing the environmental effect on surroundings
Reducing energy consumption as well as reducing the emission of other greenhouse gases
and increasing the proportion of green energy
e Reducing consumption of other resources including water as wedvasg cleaner
wastewater with less discharge
e Contributing to development of the geographical area

For projects concerning new environmental technologies the Danish environmental authorities
shall approve the use at farm level after appropriate procedures

In order to receive support for physical investments, investment projects may be subject to
conditions stipulating that they are carried out in combination with other activities involving

either dissemination or demonstration of knowledge or coopemtialevelopment projects.

The purpose of the demonstration shall be to make the technology and its proper use known to
other farmers. The demonstration or cooperation elements of such projects can also be supported.

No specific agricultural production gec shall be given priority for support under Axis 1.

Instead, the targeting parameters described above shall be applied with a view to ensure added
value and sustainability in the agricultural, forestry and food produdtimthermore, emphasis

shall beplaced on enhancing competences, not least for people involved in agricultural and food
production.

The funds under the Axis shall be used for development projects, i.e. investments which should
at least be based ¢ime most recently developed/tested testhgy.
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Indicative budgetary balance for the total public costs between measures in Axis 1.

RDP RDP
20072013 20072013
originally after HC

%
Measures aimed at 2 28
promoting knowledge and
improving human potential
Measures aimed at
promotinginnovation, 78 64
restructuring and developin
physical potential
Measures aimed at
promoting food quality and 20 8
the creation of networks et

Quantified objectives Axis 1

Common impact Baseline Programme
indicators effect in 2013
Economicgrowth EUR 172.3 billion EUR 210million
Net additional value added|  (2004)

Labour productivity 39,000 4,266

Change in Gross Value (agriculture, 2005) (agriculture)
Added per fulitime 61,000 6,251
equivalent (food industry, (food industry)
(Euro/FTE) 2005)




Axis 2: Improvement of the environment and landscape

As a result of thehallenges identified in the Health Check of The Common Agricutural Policy
and the national plan for Green Growtianges have been made to the Rural Development
Programme 2002013 for the remaining 2012013 period.

Improvement of the environment anadscape will primarily be pursued through a significant
effort to establish wetlands, extensive river valleys, and border strips along lakes and streams
and promotion of organic agricultur@econdarily, objectives will be pursued in respect of
environmenally friendly agriculture and forestrigoth efforts will, together with the effort to
implement agreements already concluded for environmentally friendly farming in previous
programmes, contribute to meeting the obligations in the Natura 2000 and Véatesmerk
directives.

The planning process for the implementation of all three directives in Dennsditkirs
progressChanges to the strategy have been made partly in order to include the specific measures
for Natura 2000 in both the agricultural andefstry sector. The special provisions for support

for the implementation of the Water Framework Directive have also been inclitded.

municipal water plans for implementation of the Water Framework directive have not been
prepared yett is a prerequisé that the supported/compensated initiatives comply with the State
water plans and the municipal action plans.

Until the plans have been prepared and the specific provision for support for the implementation
of the directives can be established the otheasures under Axis 2 will contribute to the
achievement of the same objectives, and farmers and forest holders situated in designated areas
will be able to apply for support on a voluntary basis.

An effort will be made to maintain agricultural productemwtivities on certain islands in

Denmark that have special disadvantages for agricultural produttiese small and medium

sized islands have been classified and approved by the Commissionfasdessd areas.

The designation of areas under thendlaupport scheme will be maintained unchanged until

2010. This means that until 2010, aid will be granted to owners and tenants operating and living
on an agricultural holding on the following islandgiersg, Anholt, Askg, Avernakg, Barsg,
Birkholm, Bjgmg, Bagg, Drejg, Egholm, Endelave, Fang, Fejg, Femg, Fur, Hjarng, Hjorta, Lyg,
Leesg, Mandg, Nekselg, Omg, Org, Samsg, Sejerg, Skarg, Stryng, Tung, Veng, Arg and Aarg.
It is a support scheme under the Rural Development Programme for 31 small and-sizdium
islands.The islands eligible for support at the moment have been approved by the Council
according to EU Directive 98/9/EC of 20 January 1998. This approval shall remain in force until
2010 according to the new Rural Development Regulation (EC) NoA®8820 September

2005. The islands were included on the basis of agricultural income lower than the afmge.
was included in the scheme on preparation of the Danish programme in 2000.

As new element, an effort is expected to start with developmenatigns to promote nature

and environment purposéelhe possibilities for development operations and operations
concerning nature and environment planning can become an important tool to reach a continued
reduced environmental strain and improvement efstiate of naturdature and environment
planning can be promoted through actions under Axis 2 as well as under Axis 3.



Moreover, emphasis will be put on the implementatioGen Growth, including establishing
border strips, extensive river valleys ametlands.

Two schemes to promote afforestation of agricultural land and sustainable forestry shall be
continued from the previous Rural Development Programme.

In the light of the challenges concerning nature and environment which are the consequences of
a.0. the implementation of the water framework directive and Natura@@&gives, emphasis

will be put on a more targeted and project oriented approach.

The effort to reduce air pollution and avert climatic changes will mainly be implemented through
Axis 1 actions for development of environmental technology, new technologies and processes
and counselling and education in this regard.

To promote the overall priority for varied landscapes, rich nature, and clean environment, and
the objectives set out in @pter 1.6 the following actions may form part of the Danish Rural
Development Programme, either directly or indirectly via other actions:

e Continued promotion of organic and environmentally friendly farming

e Improved conservation by grazing or cutting ontpaesareas and natural lands

e Establishment and management of wetlands and other kinds of nature projects

e Establisiment ofborder stripsalong streams and lakes

e Establishment of extensive farming in river valleys as a result of periodical flooding

e Establisiment of natural hydrological conditions on agricultural land in Natura 2000 areas

e Continued agricultural production on smaller islands with a view to maintaining farm land,
environment and landscapes

e Afforestation of agricultural land in aforestation ase

e Sustainable forestry and nqmoductive investments in forestry

e Reestablishment of forests after losses due to storms

e Nature and environment projects for high nature value areas, including planning of nature

projects and noproductive investments itconnection with protection of environment,
nature and animal welfare

e Improvement of amenity values and outdoor life in public and private forests

Indicative budgetary balance between measures in Axis 2:

RDP RDP
20072013 20072013
originally afterHC
%
Agri-environment payments 73 58
Support for nofproductive investments i 6 23
connection with protection of the
environment, nature and animal welfare
First afforestation of agricultural land 13 11
Natura 2000 payments in connection wi 0 0
Directive 2000/60/EC
Forestenvironment payments 1 2
Restoring forestry potential 1 1
Non-productive investments in forestry 4 3
Payments to farmers on islands that are 2 2
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| lessfavoured areas

Quantified impact objectives Axis 2

Common impact
indicators

Baseline

Target in 2013

Of which
programme effect

Improvement in water
quality

Reduction in nitrogen
surplus in agriculture
(Change in gross
nutrient balance)

128 kg/ha in 2004

122 kg/ha

3%

Maintenance of high
nature value farming
andforestry areas
Hectare of agricultura
land of high natural
value

78,000 in 2000

Maintain area

25%

Reversing
Biodiversity decline
Change in trend in
biodiversity decline ag
measured by
population index for
18 farmland bird
species

Index 106.1 in 2001

Maintain index

Maintain index

Contribution to Annual production | Increase of 5% | 20%
combating climate of
change 1,125 ktons in 20043
Increase in productiof
of renewable energy
from forestry or
farming
Reduction in Non-cultivated Along all streams| 53.400 ha
phosphorus emission| border strips along | and lakes over
watercourses and | 100m2 equivalent
lakes; 8,000 ha in | to 53.400 ha
2003
Reduction in the use | Agricultural land 255.000 ha 100%
of pesticides. converted to
organic farming or
production without
the use of
pesticides; 153,000
ha in 2006
Environmentally and | Maintain grass areg 177.000 ha 50%
ecosystenfriendly and ensure
management of necessary
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grassland conservation;
177,000 han 2005

Axis 3: Quality of life in the rural areas and diversification of the economy

This section describes the balance between the effort concerning creation of possibilities of
employment and the effort for improvement of quality oflife in the rural areas. The effort

will focus on the situation in the remote areas, where the need is greatest, cf. the analysis in
Chapter 1. Moreover, quantified targets are drawn up on the basis of the common effect
indicators from the Commission and bosen national indicators.

As a result of thehallenges identified in the Health Check of The Common Agricutural Policy
and the national plan for Green Growtianges have been made to the Rural Development
Programme 2002013 for the remaining 201201 3period.

The targets for the activities under Axis 3 are primarily related to maintaining or creating more
employment for the population in the rural areas and attractive living condifibaffort is

split equally between the targeted effort to créalbs and more general measures improving the
living conditions in the rural areaBhese activities are to be seen in the light of the challenges
which theMinistry of the Interior and Social Affairand the Ministry of Food, Agriculture and
Fisheries,¢though their cooperation on the clarific
Rural Areas, identified as essential in order to develop the basic conditions in the rurdi sreas.
especially in relation to the occupational structunecluding empbymenti and the situation of
settling that an improvement of the situation is estimated to be necessary, and especially on the
islands and the other remote areas.

The effort regarding more jobs focuses on supporting entrepreneurs in the rurdt acedd be
farmers diversifying their activities and partly readjusting to non agricultural actjviti@sding
production of biogadt could be new entrepreneurs established on the background of new ideas,
micro-entreprises under development or tourisniveiEs using the special qualities of the area.
Action groups can take part in supporting investments in small and madiethfood

enterprises, which can prove beneficial for the competitiveness of these local processing
companies.

The effort for qualiy of life focuses, for example, on creating more cultural facilities, making
access to information and communication technologies easier and providing better opportunities
for using nature in the rural areaisd the establishment cdbmmon facilities for ingas

production. The effort should make the areas more attractive foirgptilhe implementation

will take place partlyhrough local action groupandis expected to help improve the quality of

life in rural areas as it will launch a joint effort for improving framework conditions.

The effort under Axis 3 is expected to be implemented through the Leader method in 63 rural
area municipalities includingraumber of smaller and mediusized islandsHowever, a part of

the funds can be reserved for a centrally administered pool for children and young people,
cultural activities in rural areasd for the establishment cdmmon facilities for the production

of biogas.
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Concerning the indicator for creation of jobs, there is a connection to Axis 1 with respect to
improved competitiveness in the food and forestry seDispite this, the employment effort is
described here under Axis 3, where it mainly belangs t he Communi tyds str.
To fulfil the overall priority to promote entrepreneurship and new jobs, and the objectives set out

in Chapter 1.6 of this strategy, the following type of actions may form part of the Danish
programme:

e Establishmat of micreenterprises
e New jobs in manufacturing enterprises and the service sector in the rural areas
e Enhancing competences in the rural areas
e Alternative possibilities for employment at the agricultural holdings
e Development of the tourism trade in theal areas
e Establishment of biogas plants
To fulfil the overall priority to create attractive living conditions in the rural areas and the
objectives set out in Chapter 1.6, the following actions may form part of the Danish programme:
e Access to informatin and communication technologyspecially in the remote areas
e Raising competences
e Establishment of services and cultural offers
¢ Planning of and investment in special cultural heritage areas
¢ Renewals and redeveloping of the buildings in the villages
e Nature and environment projects.
Indicative budgetary balance between measures Axis 3:
% RDP 20072013 RDP 20072013 after
originally health check
Measures to diversify th 20 15
rural economy
Measures to improve thg
quality of life in the rural 78 80
areas*
Training and informatior
measure for economic 2 5
actors operating in the
fields covered by Axis 3
Note:

* Include measure 311, 312 and 313
** Include measure 321, 322 and 323

Quantified objectives Axis 3

Common impact indicators Baseline Programme effect
in 2013
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Economic growth

EUR 172.3 billion

Euro 30 million

Net additional value added (2004)
Labour productivity DKK 39.000 DKK 1.201
Change in Gross Value Adde¢  (agricultural holdings (LEADER)
per fulltime equivalent 2005)
(Euro/FTE) DKK 61.000 (food

industry 2005)
Employment creation 2.6 million people In progress

Employment

(2004)

Establishment of centralised

e Agricultural

e Reduction of

biogas plants emissions (2008 agricultural
level) CO2
e Usage in 2008 emissions by
was 5% 180,000
tonnes per
year
e 50% of
livestock
manure in
Denmark
utilised
Networking activities e Number of e 900
participants
e Number of new o 22

marketing
opportunities
achieved through
supported
network
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AXis 4: The Leader method

Under the methodxis (Axis 4), first of all the objectives concerning increased employment and
attractive living conditions are pursued and to a lesser extent, nature and environmental projects.
The effort under Axis 4 will focus on implementation of local developmeategjies in respect

of the abovementioned overall priorities.

The Leader method in the programme implementation

The overall principle with the Leader method is to ensure a high degree of local infllieace.
Leader method is an important pariroplementation of the rural development programme.
The principles are outlined below

Local action groups (LAGSs) shall be established to carry out the Leader approach in the
programmeThe Leader method shdié used to carry out activities under Axis 3 of the
programmeQOnly areas with an approved local action group are supported under the Rural
Development Programme's LEADER axi$ie local action groups that are nominated to the
programme shall draw up dewpiment strategie3.hey must contribute to activate and realise

the local development potential in close coordination with other regional and local strategies and
plans for the aredhe close coordination of policies and strategies is ensured by including
municipal councils, regional councils and regional Growth forums in the preparation of the
devel opment strategies of the |l ocal action g
councils.There is a need for establishing close cooperatiatioas between the local action

groups and the relevant municipalities for the implementation of development projects
concerning nature and environment.

Each action group gets the possibility of attaching a rural development coordinator, who is to be
thelink between the local action group and other development initiatives in the local areas
including occupational development council, regional council, municipal council(s), Forum for
Growth etc.The coordinator must moreover handle the contact to prgyticants and assure

the daily access of the citizens to the local action groups coordinator will be eligible for

support under the Rural Development Programme.

| As a principal rule, the action groups are geographically attached to the municipalities
that a local action group typically covers one or more municipalities depending on their
size.This ensures a sufficient critical mass and also makes it possible to involve the public
and let them have a say.

T The Ministry of Food, Agriculture and $heries, which is the managing authority, sets out
the framework for establishment of the groups, for the work of the groups, elaboration of
the strategies, the tasks of the coordinator as well as sanctions and access to file
complaintsRepresentativenessid sound management of the public funds invested in the
programme is ensured.

In Denmark, the councils of the five Danish regions and their advisory boards concerning
regional and business development, called Regional Growth forums (Veekstfora),onibeds
new responsibilities in the field of rural developmdrite Fora shall set up strategies for
regional business development in rural and remote areas and strategieufating from the
EU Structural Funds.
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T The LAGs are to be established wittetaim of an equal number of men and women and
with consideration given to the representation of young pedpie. Regional Growth
forums and the municipal council(s) are ensured the possibility of representation in the
group.At the same time, there shakk an aimed representation of:

e local authorities
e citizens, associations and organisations
e |ocal industry and trade organisations

Acquiring new skills

Acquiring new skills and development of the human potential in the rural areas is a highly
prioritised area of effort in the Danish programme for rural development. This effort is a
targeted under all four axes. Courses of development of qualifications will be available for
people employed in the agriculture and forestry both concerning development of
competitive force and concerning sustainable environment and landscape administration.
Acquiring new skills will also be available for people in the rural areas working with
creation of jobs, developing attractive living conditions and realisation of the local
development potential.

Indicative budgetary balance between measures in Axis 4

% RDP 20072013 originally RDP 20072013
after health check
411 Competitiveness 8 9

413 Quality of life/
diversification 74 71

431 Operating expenses for
local actiongroups 18 20

Quantified objectives Axis 4

Common impact indicators Baseline Programme
effect in 2013

Labour productivity 39,000 1,201

Change in Gross Value Add¢  (agriculture, 2005) (Leader)

per full time equivalent 61,000

(EUR/FTE) (food industry, 2005)

Employment creation 2.6 million people 360 in new

Employment (2004) employment
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3.3.2. All axes: Initiative as a result of the Health Check and Recovery
Package

As a result of thehallenges identified in the Health Check of The Common Agricutural Policy
and the national plan for Green Growtianges have been made to the Rural Development
Programme 2002013 for the remaining 2012013 period.

With the EUG6s Co naybealthLlgeck itasypbssiblertoause arPaalditional

EUR 900 million for the Danish Rural Development programme in the period 2R At

the same time, with the EUO6s Recovery Packac
million in 2009 and 2010n total this amounts to EUR 123.76 million.

With the additional funds made available as a result of the Health Check and the Recovery
Package, Denmark intends to increase the effort in the areas which the Community prioritises
highly, i.e. climate changeenewable energy, water management and biodiversity.

With the changed strategy, Denmark intends to make agriculture play an important role as a
biomass supplier for bio energy productiés. consumers of water and water reserves,

agriculture and forest also play an important role in the efforts to achieve sustainable water
managementn this area Denmark sets clear goals for the protection of the aquatic environment
and the implementation of the Water Framework Direclive initiative for protectig

biodiversity should also be set high on the agenda in order to comply with the Natura 2000
directives.And also on the basis of the expected damage caused by climate change and the
growing demand for water.

In order to achieve the required objectivesnark is targeting the investment support under
Axis 1 towards the production of renewable energy (biogas) and investments in environmental
technologyUnder Axis 2, agrenvironment measures, among others, will be used to enhance
biodiversity by conserig speciesgich vegetation and protecting and maintaining grassland and
extensive forms of agricultural productidpecific actions under Axis 2 can also help to

improve the ability to better manage and protect the water resources in terms of quantity and
quality.

Under Axes 3 and 4, support is given for projects and cooperation which focuses on renewable
energy.The measure for conserving natural heritage can help in protecting highveltiee
habitats and valuable wetland areas.

Denmark will implemat and continue the actions in the Rural Development Programme
described below in order to meet the new challenges regarding climate change, renewable
energy, water management and biodiverditye actions will be implemented in the period
2010 to 2012.
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Table 5. Summary of the schemes and measures in the current and revised Rural

Development Programme.

Axis/scheme

Current programme

Revised programme

1. Innovation and
development in primary
agriculture.

More support for
demonstration and
dissemination ohew
knowledge, investments an
cooperation within
development projects.

Will be continued,
although with an
increased focus on
investments rather than
development projects.

1. Biogas

New schemésee also
biogas under axis 3)

1. Innovation and
developnent in the
processing sector.

Dissemination of
knowledge, new technolog
etc., as well as cooperatiorn
projects.

More focus on
investment rather than
development and
innovation will be
continued.

1. Quality food products

Quality labelling schemes,
inspection charges,
marketing, cooperation
projects, training teams.

Will be continued, now
also includes
conventional products.
New subschemes for
ERFA groups and
conversion (organic
produce).

1. Networking activities

New to the programme

1. Skills aquisition

Training in connection with
supported projects under
innovation.

Withdrawn

2. Island support scheme

Small islands defined as
areas with natural handicaf
in the current programme.
Agricultural support.

The scheme will remain
unchanged.

2. Eco-conditional grants
and organic farming.

Grants for conversion to
organic farming or reduced
use of pesticides and
fertilisers.

Remains unchanged.

2. Agri-environment
schemes (Conservation
through grazing or cutting
of pasture and natural
areas).

Will be continued,
although with a focus on
Natura 2000.

2. Conservation through
grazing or cutting of pastur,
and natural areas.

Grazing, conservation and
cutting.

Conservation of areas
from section 3 will be
transferred from the
above scheme to a
separatescheme.

2. Establishment and

Establishment, area

Will be continued with
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management of wetlands.

payments and state
acquisition.

extrasupport
opportunities.

2. Restoration of natural
hydrology and conversion
of rotation areas to natural
areas in Natura000 sites.

New (Nature
Management)

2. Reducedvatercourse
maintenancén designated
river valleys leading to
periodical flooding

New. The scheme
includes the possibility o
support for the
extensification of lowlanc
soils in river valleys.

2. Priver valley project$
grants for
extensification/flooding of
lowland soils in river
valleys and surrounding
areas of lakes.

New scheme

2. Border strips.

Increased financial
allocation

2. Establishment of set
aside border strips.

Setaside bordestrips along
lakes and streams.

In 2010 decision may be
taken to éscontinte
voluntary support in
2011, if support for
mandatory cultivation
free border strips is
accepted by the
Commission pursuant to
Art. 38 in REG
1698/2005

2. Environmental and
natureprojects.

Planning, conservation,
establishment of grazing
cooperatives, investments
environmental and nature
protection.

Conservation will be
transferred to an agri
environment. Will be
expanded to also include
open air facilities and
ancient monumest

2. Landscape and biotope | Establishment and first Unchanged
improving vegetation. maintenance of vegetation.
2. Plant genetic resources | Demonstration and Unchanged
dissemination of
knowledge.
2. Afforestation of Privateafforestation. Unchanged

agricultural land.

2. Environmentally friendly
and sustainable forestry.

Variousschemes for divers
forestry.

The scheme will be
discontinued.

2. Restoration of forests
after storm damage

Storm damage support

Unchanged

New scheme.
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2. Protection of forests

Environmentally friendly
management, etc.

3. Children and young

Projects for young people | Unchanged

people
3. New jobs Diversification, Unchanged
establishment and
development of companies
tourism, analyses and
development projects.
3. Biogas New scheme (se also

biogas under axis 1)

3. Attractive living
conditions

Establishment of micro Unchanged
enterprises, tourism, servic
facilities, preservation of
nature and cultural heritage

4. Local action groups etc.

Management of localction | Unchanged
groups, analyses,
dissemination of
information and skills
acquisition.

The following initiatives are provisionally expected to be financed under the Rural
Development Programme with EU funds from the Health Check and Recovery Package
totalling EUR 123.8 million (DKK 922 million) for 2022013, and are thus especially aimed at

the new challenges.

P-river valley projects

Environmental technology investment grants for the primary sector
10 m setaside border strips
Establishment and management of wetlands

extensificationperiodicalflooding offarmlandin river valleys

adjacent to streams afakes.

¢ Reestablishment of natural hydrologic conditions and conversion of farmland in
rotation to permanent pasture in Natura 2000 areas

e Suypport for conversion to organic farming

3.3.3 Allocations following the new Health Check challenges

Provisionally ndicative relative weight given to the new Health Check challenges allocated on
measureodes in table 6.3 the RDP

Priority theme Percentage Mi 11 ion U

Climate change
Renewable energies 6
Water management

18

49
Biodiversity 27

219
7.3

60.7
338
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Dairy restructuring 0 0
Broadband infrastructure 0 0
Total 100 1237

3.4 Ex ante evaluation and environmental assessment

3.4.1 Ex ante evaluation and strategic environmental assesment 2007

Ex ante evaluation

In accordance with CoundRegulation (EC) No 1698/2005 and Commission Regulation (EC)

No 1974/2006, an ex ante evaluation and strategic environmental assessmelne aggried

out as part of the preparation of the rural development prograftmeeourpose of the

evaluation and its strategic environmental report is to assess whether the draft for the
programme complies with the provisions and guidelines drawn up lButiopean

Commission.The purpose of the evaluation is set out in Council Regulation (EC) No 1698/2005
and it is stated that there must be an ex ante evaluation in order to ensure both optimal
utilisation of the allocated resources and a contributiond@tiality of the programme.

In addition, a further purpose of the evaluation is to assess the medium aertormyoblems
and needs, the internal and external contexts of the plan, the quantified objectives and
anticipated effects, experiences gmuohciples from previous programme periods and
implementation procedures, including the monitoring and evaluation system.

The evaluation and its strategic environmental report were carried dufdny the
consultancy company Orbicofhe evaluation athenvironmental report are attached as
annexes 7 and 8.

The ex ante evaluation has resulted in a number of changes and additions to the text,
adjustments to objective indicators and the correction of errors in the proposals for the strategy
plan and th@grogrammeFurthermore, more emphasis has been given to the programme
initiative regarding sustainable forestiyowever, the evaluation has not resulted in significant
changes to the general prioritisation of the initiative in the strategy plan anegnarpme.

The ex ante evaluation is described in more detail in Section 4.2.

Strategic environmental assessment

In accordance with Council Regulation (EC) No 1698/2005, the draft programme and ex ante
evaluation are to be accompanied by a strategic environmental assessment of the draft
programme (SEA). The SEA shall take the form of an environmental report whicbntates

on the anticipated and probable environmental impact of the rural development programme.

The environmental assessment of this draft programme has been prepared by the consultancy

company Orbicon foFIA in accordance with the guidelines in Qitiee 2001/42/EC of the
European Parliament and of the Council on the assessment of the effects of certain plans and
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programmes on the environment and in Danish Act No 316 of 5 May 2004 on the
environmental assessment of plans and programmes.

Informationand consultation on SEA

In accordance with Article 6 of Directive 2001/42/EC the draft programme and the
environmental report was made available to relevant authorities and interest groups and the
general public through two public consultations viaal consultation, the homepage
www.ferv.fvm.dkanddaily newspapers$:zlA designated the Ministry of the Environment

(MIM) as the primary public authority to be consulted by reason of the environmental
responsibilities of this institution.

In accodance with Article 9 of Directive 2001/42/EC all relevant information on the draft
programme, the public consultation on the programme and SEA, the documents for which the
consultation took place, the targeted authorities/organisations (including envitahme

authorities and NGOs), the comments received and how they have been taken into account and a
statement summarising this process and the results is available on the homepage
www.ferv.fvm.dk.

FIA sent the first draft ofhe SEA in public consultation on 7 February 2007 with a deadline of

21 February. FIA and the Ministry of Food, Agriculture and Fisheries had discussions in
advance with the Ministry of Environment on the scope and content of the SEA in accordance
with the provisions of Directive 2001/42/EC. The written feedback from Ministry of

Environment on the process and content of the SEA is found in annex 9. FIA received a number
of replies following the first round of public consultation. These contained posimaements

on the environmental assessment but also critical comments. Several respondents expressed a
wish for the programme to also focus on effects and objectives other than those relating to the
environment.

Following the first round of consultation aatlthe request of FIA and Ministry of

Environment, Orbicon adapted the structure of the SEA report, expanded the analysis of the
programmeds environmental effects and extenc
environment to include alternatigeenarios and measures to reduce the possible negative

effects of the programme. However, the conclusions drawn by the report remained unchanged,
specifically that the programme implementation was deemed to mainly bring positive impacts

on the environment.

On 13 March 2007 FIA sent out the second draft of the SEA for public consultation with a
deadline of 9 May 2007. Again the SEA was sent to the same wide group of stakeholders,
including the partnership for the rural development programme. The corsuli&o was

publicised in daily newspapers and on relevant websites. A full outline of the feedback from the
consultation and other required information according to the SEA Directive is available on the
homepagevww.ferv.fvm.dk

By 15 May 2007IA sent a statement to the Commission summarising how environmental
considerations were integrated into the programme proposal, how the environmental report and
the opinions expressed during consultation were taken into accouthieargsons for choosing

the design of the proposed programme in the light of the alternatives dealt with. The statement
is available on www.ferv.fvm.dk.
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Conclusions from the SEA and the consultation process
In accordance with Article 8 of Directi@001/42/EC FIA has taken the SEA and the results of
the public consultation into account when preparing the programme.

The SEA written by Orbicon describes the state of the environment in Denmark assessed on
parameters for biodiversity, soil, water, @ilimate, human health, cultural heritage and

landscape. The report finds a strong correlation between the programme activities proposed and
the acknowledged environmental problems. The measures and their effects on the environment
are assessed assumingtfihe scenario that the programme will not be implemented and

secondly that various weights are given to the axes of the programme. The report indicates that
the programme will bring mainly positive effects on the environment and in certain cases very
positive effects. In some areas negative effects may be possible. However no instances of
significant adverse effects are expected. The standards orcoropfiance pursuant to

Regulation (EC) 1782/2003, the possibility of introducing mitigating measuthe program

and procedures for environmental assessment of plans and projects are expected to help reduce
negative effects to a minimum.

The public consultations resulted in a number of responses from authorities, interest groups,
nonrgovernmental orgasations and the general public. Many responses expressed approval of
the SEA and consultation process. Some expressed the wish for a different financial weighting
of activities between the Axes of the programiseme for more emphasis on Axis 2 others for
Axis 1 or 4. Some found that objectives other than those related to the environment should be
reflected to a further extend in the programme. One organisation expressed the importance of
further national regulation to complement the measures of the RIDP @iforts to achieve

national objectives. The Ministry of Environment expressed that the final SEA report seemed to
be in uniform with the provisions of Directi&901/42/EC

FIA made no significant changes to the formulatioolgéctives of thggrogammeor the

weighting of activitiesas a result of the SEA nor of the consultation process. However, some
programme indicators and some quantified objectives were adjusted, and some descriptions of
the environmental state were amended in the programénteinds to avoid potential

negative environmental effects by giving priority within measures to activities that shall only
influence the environment in positive ways. Measures related to environment protection shall be
implemented in coperation with tk Ministry of Environment. For the measures for innovation
and development in agriculture, forestry and the processing sector, emphasis shall be given to
technologies and processes that reduce environmental and climate effects. For the measure for
skills acquisition emphasis shall be given on dissemination of knowledge on methods for
environmentally sustainable production.

Monitoring effects on environment

In accordance with Article 10 of Directive 2001/42/EC, FIA shall monitor the significant
environmental effects of the implementation of the programme in order to identify at an early
stage positive or unforeseen adverse effects and to be able to undertake appropriate remedial
action. FIA shall apply the Common Monitoring and Evaluation Frameveo the programme

for the monitoring of environmental effects. Impact indicators related to the environment are
found in the masure sheets for the individual Axis 2 measures in chapter 5.2.
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For all axes of the programme a registration is expecterbqbs, that have a positive effect

on the environment, working environment, organic production, nature, utilisation of resources,
animal welfare or non food production. A comprehensive set of indicators for such projects may
be used to reflect some oktlgeneral effects of the programme on the environment. Additional
indicators may be introduced if needed. Such additional indicators may also be suggested by the
Monitoring Committee that shall be established pursuant to Regulation (EC) No 1698/2005.

A non-technical summary of the SEA is found in section 10 of the SEA. The summary is
provided in Annex 8.

3.4.2 Strategic environmentahssessmen?009

The revised rural development programme is accompanied by a strategic environmental
assessment of the drgrogramme (SEA). The SEA shall take the form of an environmental
report which concentrates on the anticipated and probable environmental impact of the rural
development programme. The SEA is in public hearing until September 2009. Hereafter a
concludingsummary of the report and the result of the public hearing will be drawn up and
made public. The SEA and hearing material is made public on www.borger.dk.

3.5 Results from previous programme periods and programmes supplementing the rural
development prgramme

The preparation of the rural development programme-2003 builds on experience from the
previous programme periods, principally 260@06. Previous experience with the Leader+
programme is also included.

Experience from the Rural Developmenbdgramme 2002006

Experience from the rural development programme ZO®as systematically evaluated in

2003 in connection with the migrm evaluation of the programfeThe overall conclusion

drawn in the evaluation is that the programme is extremely relevant, and that the objectives for
the programme as a whole and for the individual schemes reflect the needs and problems
broadly encountered in Danish rural areas. dveduator also judges that the schemes and the
supported projects are in accordance with the overall aims and priorities of the programme.

On the other hand, the evaluator considers that the correlation and additionality between the
schemes is low in thease of most schemes. The schemes act as isolated support schemes and
do not exploit potential opportunities for synergies between the schemes particularly well.

This has been taken into consideration while setting up the new program in the period 2007
2013 by a partially integrated approach in setting um#imnalapplication schemes (see
chapter 5.3).

18 Mid-term evaluation of the Danish rural development prograpagied out for the Directorate for Food, Fisheries
and Agri Business by Kvistgaard Consult, complete report, December 2003.
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The evaluation points out that an assessment of the extent to which the schemes fulfil their goals
is dependent on satisfactory and detalilegtarchies of objectives being established for the
individual schemes. Only if goals are clearly defined and, where appropriate, quantified can the
evaluator judge whether the supported projects and schemes fulfil the goals. The evaluator
therefore critieses the lack of operational goals for all the schemes. For those schemes for

which operational goals do exist, it would have been useful for them to have been formulated

far more clearly, for instance in the form of quantified objectives. In the casenefaf the

schemes there is also inconsistency between the goals set in the hierarchy of objectives.

The midterm evaluation concludes that the programme has had an effect in relation to the
protection of environmental and natural resources and in mrelatiomnproving human resources
in rural areas, and that the overall programme contributes to stabilising the rural population.
Factors in the world at large, such as structural development and fluctuations in economic
climate, are judged to be of greatgrsficance to the socieconomic situation in rural areas
than the rural development programme.

It is judged in the evaluation that the results and effects achieved are generally viable, in part
because of the high relevance of the schemes in relattbe teeeds of rural areas. Frequent
changes to the programme and the orientation of the schemes are not, however, judged to be
favourable from the point of view of viability.

The general conclusion reached in the evaluation is that the rural develguogramme
20002006 and the individual schemes are admin
administrative requirements and Danish rules on good administrative practice. Problems have,
however, been identified in relation to monitoring, IT support and &dghinistrative expenses

for individual schemes.

Experience from the Leader+ programme 2006

Experience from the Leader+ programme in 2080vas also systematically evaluated in 2003

in connection with the miterm evaluatioff. A follow-up of the mil-term evaluation was

prepared in March 2066 The programme implementation was delayed by nearly two years in
part because of the late launch of the programme at European level. The evaluator was therefore
unable to carry out a reliable and valid evalaf effect in 2003. The overall conclusion of

the evaluation is that the programme continues to be highly relevant. The Leader approach, with
the formation of a local partnership and application ledtomup approach, is judged to be an
effective instument for the necessary local mobilisation in peripheral areas. The Leader+
programme in general shows broad regional and successful partnership and good utilisation of
the resources of the local area.

19 Mid-term evaluation of the LEADER+ programe in Denmark 2062006 carried out for the Directorate for Food,
Fisheries and Agri Business by the Danish Technological Institute, 2003.

2 Follow-up to the mieterm evaluation of the LEADER+ programme in Denmark 22006 carried out for the
Directorae for Food, Fisheries and Agri Business by the Danish Technological Institute, 2006.
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The appointment of members of the local action grangzed on partnership and network
organisation is described as a positive change in comparison with the previous Leader |l
programme. However, the evaluator points out that the selection of members of the local action
groups is nottransparent and lacksmecratic legitimacy. The evaluation notes that there are
very wide differences in the organisation and style of work of the 12 local action groups, wider
than appears reasonable. Some action groups are unable to ensure to a sufficient extent the
innovativeand integrated approaches at local level which is one of the most important aims of
the programme.

With regard to the effects of the programme, the evaluation considers there to be a lack of focus
in the development strategy in some action groups. Toe &f dispersed over too many areas

in view of the limited financial funds available. Innovative projects are in short supply. The
evaluator recommends that the local action groups, supported by the network secretariat and the
Food Industry Agency (FIAxhould work on a more focused adjustment of the local

development strategies and in so doing attain better integration and synergy between the
projects, resulting in greater overall effects.

The evaluator notes that businggemoting projects have natcounted for as large a share as
expected, which is due to lack of governmenfinancing in this area. This is judged not to be
optimal on the basis of an assessment of need and is not in accordance with the underlying
requirements of the programme. @ other hand, environmentally oriented projects are
playing a greater role in the programme than expected.

It is judged in the followup of the midt er m eval uati on that the pro
pursued the recommendations of the 4teiin evaluationri a thorough and satisfactory manner.

Application of previous experience from Rural Development ProgrammelZ007

The experience gathered from the previous programme periods, in particular the rural
development programme 20Q006 and the Leader+ programmmvill be an important element
in the rural development programme 2&¥13. The specific recommendations of the
evaluation will, as far as possible, be taken into account in the organisation of the individual
measures.

Efforts will be made to ensusggnificantly better coherence and additionality in the

programme, and opportunities to attain synergistic effects will be exploited far better than has
been the case in previous programme periods. Application of the Leader approach will be a key
instrumet in this connection. It will be a key task for the local action groups to ensure

coherence and totality in their local areas. Fewer but better schemes will therefore be
established, with more instruments drawn up from the regulation. The focus wilkeghsh bn

how the various schemes can interact, so that the programme gives more of an appearance of a
collective programme and less that of a collection of individual schemes.
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The aim for the whole programme and the individual measures will be to dstaddiguate and
detailed goal hierarchies based on the progr
monitoring system is to ensure regular follaw of goal fulfilment at all levels.

The Leader approach will be applied in the administrationsofgtantial part of the rural
development programme 20@D13. To ensure that the local action groups are representative
and have democratic legitimacy, the way in which they are set up and function will be governed
by an executive order. To make the la@etion groups capable of ensuring locally integrated

and innovative approaches, financial support will be granted for the employment of a rural area
coordinator in each action group in peripheral and rural municipalities.
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4 Revi ew of priordgiesmithe lggint af mamena and

EU strategy

4.1 Account of the priorities and their correlation with the national strategy and EU

strategic guidelines

The Danish rural development programme is an implementation of the EU regulation on support
for the development of rural areas. The overall aim of the regulation is to promote sustainable
development in rural areas as a supplement to market policy. This overall aim is expressed
through four overalgjoalsfor the programme:

More entrepreneurs amalcal jobs in rural areas

Greater competitiveness in thgricultural,food and forestry sectors

Varied landscapes, rich nature and a clean environment

Attractive living conditions in rural areas, which contribute to strong cohesiveness
between countrysidand town

Thesefour goalswerechoseron basis of thanalysis in chapter. 3he four goals and the
hierarchy of objectives are illustrated in figure 4.1 Andex 2.

Promotion of sustainable development in rural areas as a supplement
to market policy
|

[ More entrepreneurs and ] [ Greater competitiveness in ] [ Varied landscapes, rich ] [ Attractive living conditions ]

b Introduction of

)

new technology
to the processing
sector

More woodland

-

Figure 4.1: Overall goals for the initiative

Thefour goals are to be attained through support measures, divided into three groups (axes).
The regulation comprises a modernisation and expansion of the opportunities there have been so

~————
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One of the main initiative areas for the programme is to strengthen business development in the
agricultural, forestry and food sectors in order to boost innovation and competitiveness.
Emphasis is put on creatjibetter coherence between research, applicatiented

development, testing, demonstration and final investments.

The food sector, which comprises both the primary agricultural industry and manufacturing and
processing industries etc., has great pgaikas a driver of growth in Danish society, and the
industry is of particularly great significance in rural areas. At the same time, the primary
producers play a great role in managing a valuable natural and cultivated landscape.

There is already incread demand for organic foods today. The development of quality foods is
to be strengthened, including the advancement of local or regional foods, which have particular
potential to boost earnings and create jobs in rural areas.

The environment and natuireDenmark are to be safeguarded. The objective is to promote
environmentally sustainable production and the attainment of a satisfactory state of nature in
designated areas laid down in the national action programmes and international agreements.
These gals will be pursued both through afle@sed agreements, including agreements relating
to nature conservation, and through the promotion of knowdeldgeng, innovation and the
application of new technology in the food sector. Emphasis will be put omgiementation of
specific projects and further geographical targeting of the initiative.

Attractive living conditions in rural areas depend on a large number of factors such as job
opportunities, supply of services and quality of nature. Circumstarftesftom one place to
another, and the challenges are not identical. A commitment is therefore made to local forms of
cooperation, which in the individual rural areas establish better conditions for good quality of
life. If good quality of life is to bettained in rural areas, it is important that people have an
opportunity to create their own frameworks and influence their own local area, so that they have
the greatest possible influence on their own situation in life. The initiative will therefore be
implemented via local action groups according to the Leader approach.

Axis 1

The main emphasis in Danish strategy under Axis 1 is to boost competitiveness in the
agricultural, forestry and food sectors by developing and investing in innovative solutions,
which convert new ideas into value. Utilisation of knowledge is therefore combined with
investments in physical capital. The emphasis in this axis in financial terms is on physical
investments and application of the new knowledge.

Innovation activities arto focus on creating new and better foods of high quality, including
organic food production. There is a focus on investments in better animal welfare, as well as on
the development and application of new environmentally friendly technologies. This giclude
nonfood production, primarily aimed at increasing the supply of sustainable energy sources.

The initiative under Axis 1 in the rural development programme is thus in line with the
globalisation strategy of the Danish government, which puts particujainasis on ensuring

that Denmark is competitive, so that it continues to be one of the countries in the world with the
highest rates of growth and prosperity.
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The EU6s strategic guidelines for rural deve
employment target is to be pursued with the help of the rural development policy. These

objectives are pursued with the special lbeign commitment to ensuring the competitiveness

of the food industries: a commitinmsand t hat al
emphasises knowledgeansfer, innovation and quality as focal areas for efforts to improve the
competitiveness of agriculture and forestry.

With its special focus on the dissemination of environmentally friendly technologies, the
programme al so supports Denmarkoés efforts ir
Gothenburg sustainability goals.

Of the total programmpublic costgexcludingtechnical assistance, but including payments for
commitments agreed in previous programme perio@s)y & used for measures under Axis 1.

Axis 2

The environment and landscape will be improved via implementation of the Aquatic
Environment Plan Il initiive for the establishment of wetland areas andsiele land in

border strips next to lakes and watercourses. At a secondary level, objectives relating to
multifunctional agriculture and forestry will be pursued, including the promotion of organic
farming. The two initiatives, together with action to implement agreements already entered into
on environmentally friendly agriculture from previous programmes, will contribute to
compliance with the commitments under the Natura 2000 Directive and Water Frkmewo
Directive.

In the light of the natureand environmentelated challenges expected to result from
implementation of the Water Framework Directive and the Natura 2000 directives, a more
projectoriented approach will be adopted to fulfil the nature e@amdronment goals in
geographically defined areas.

Through preservation and development of nafaiemdly methods of agriculture and forestry

the initiatvsunder Axi s 2 will also contribute to m
to the presentin of biological diversity and the aims of the Kyoto Protocol to limit climate

change.

In addition, an initiative to maintain agricultural production on selected islands with specific
handicaps for agricultural production will be continued. A numbenwdll and mediursized
islands have been designated as less favoured areas in Denmark.

Of the totalprogrammepublic costs(excluding technical assistance, but including payments for
commitments agreed in previous programme peri&ds)p is used for mesaures under Axis 2.

Axis 3

The objectives for the activities under Axis 3 are primarily related to maintaining or creating
increased employment and attractive living conditions for the population in rural areas. The
initiative is equally divided betweehe targeted initiative to create jobs and more general
measures that improve living conditions in rural areas. These activities are to be viewed in the
light of the challenges which the Ministry of the Interior and Health and the Ministry of Food,
Agriculture and Fisheries have identified through their cooperation on the 2004 rural
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development reporténddistriktsredegorel3e A Cl assi fi cati on of Rura
essential to developing the status of rural areas. It is principally in relation touttterstrof
busines$ including the employment and housing situatidhat there is considered to be a
need to improve the situation, particularly on the islands and in the other peripheral
municipalities.

The initiative to increase the number of jobsuiees on lending support to entrepreneurs in rural
areas. It may be farmers who diversify their activities and partly convert tagraultural

activities. It may be entirely new entrepreneurs who set up on the basis of new ideas, or it may
be tourist aavities which use the special qualities of the areas.

The qualityof-life initiative focuses for example on creating more cultural facilities, easing
access to information and communication technology, contributing to creating the necessary
service faciliies and providing better opportunities to utilise nature in rural areagurpese

is to make the areas more attractive places to live.

The initiative under Axis 3 will principally be implemented using the Leader approach. This
necessitates there beibgpad limits for what can be supported in the programme.

Of the totalprogramme public cost{excluding technical assistance, but including payments for
commitments agreed in previous programme peri@¥,s used focentrally administrated
measuresinder Axs 3 andanother8 % shall be usefbr measuresinder Axis 3ased on the
Leader approachn total 16 % shall be used in accordance with Axis 3 provisions.

Axis 4

Under Axis 4 the objectives aimed at increased employment, providing attlactige

conditions and improving the countryside and environment will be pursued. The initiative under
Axis 4 is focused on implementing local development strategies aimed at the overall objectives
mentioned above.

The broad principle of the Leader approasto ensure a high level of local influence. The
Leader approach is an important element in the implementation of the rural development
programme. The principles are outlined below.

Local action groups are set up to implement the Leader approactakctoa groups can in

principle be established throughout the country. However, only approved action groups can
obtain support under the rural development programme. Only projects proposed by the relevant
local action group will be able to receive support

The selected local action groups will devise development strategies and help to activate and
utilise the local development potential, in close cooperation with other regional and local
strategies and plans.

The close coordination of policies and ses will be ensured by involving municipal

councils and growth forums in connection with the preparation of the development strategies of
the local action groups. There will be a need to establish close cooperation relationships
between the local actiagroups and the relevant municipalities in connection with the
implementation of development projects in the areas of the countryside and the environment.
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Of the total programme public costs (excluding technical assistance, but including payments for
commiments agreed in previous programme periodsh % is used for the Leader initiative.

Of theseB % is expected tde implemented through Axis 3 provisions and 1 % is expected to

be implemented through Axis 1 provisions.

4.2 Expected effects based dhe ex ante evaluation

I n accordance with the European Commi ssi on?os
Regulation (EC) No 1698/2005 specifically, an ex ante evaluation of the rural development
programme must be carried out as part of the preparaitishie programme

The ex ante evaluation and its environmental report were carriéorddEFE (now the Danish

Food Industry Agency (FIAby the consultancy company Orbicdme evaluation was

prepared on the basis of a draft of the rural developmegtgmme, which was submitted for

public consultation between 7 December 2006 and 26 January 2007. The important conclusions
and recommendations of the evaluation are set out below.

Conclusions

One of the general conclusions of the evaluation is thatrtfestrategy and programme

contain many exciting new elementhe evaluator recognises that it is a good idea to consider
and link the individual measures within the frameworks of new support schemes in a way that
can potentially promote synergies.

twas al so concluded that the programmeds o0b]j
agree with important societal needs and problems, and that there is agreement between the

pl andéds objectives and the EU tlptheiGothenburges t hat
Declaration on sustainability and the Lisbon Declaration on economic growth and employment.
This is expressed through the fact that the
promoting new earning potential at the same time as fedocus on preserving natural assets

and improving the state of the environment.

Another general conclusion is that the programme will lead to significant effects in the form of
increased value added, new jobs, innovation and skills acquisitionitroadd improving both

nature and the environmefithe programme is considered to be innovatiias assessment is
supported by the Leader approach being given a crucial role tofptambination of

geographic focus, the linking of measures in rieggeted schemes and the mobilisation of

local involvement is considered to give the programme significantly more impact than previous
programmes in Denmark within the area of rural developn#efurther conclusion is that the

selection of measures is watiunded, but the omission of others, including those relating to

Natura 2000 and woodland schemes besides afforestation and storm damage, would be easier to
justify.

The main complaint is that a political decision has not been made on the financinglahthe

for its total durationlt is appropriate to create conditions for the Danish support for rural areas
that are reliable and transparent enough for the social and economic partners to have a solid
basis on which to make the necessary decisions regardiestment which benefits rural areas.
A sevenyear financing agreement will be of help here.
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Together with the national strategy, the programme represents a description and analysis of the
initial situation in Denmarkwhich according to the evaluator is adequate in many ways in
relation to formal schemspecific requirements on the one hand and needs, problems and
opportunities in the rural areas on the other. However, it can also be said that several issues of
importance to the subsequent strategy are not dealt with in the description. This concerns areas
such as innovation, entrepreneurship and tourism, and as a result the strategy lacks a certain
amount of justification. The evaluator also believes that the progesshoes not contain a
sufficiently detailed SWOT analysis.

A general conclusion is that an effort can be made to improve the description of the objectives
for the individual support schemes and a clear and transparent hierarchy of objectives can be
drawnup for the selected support schemes anessiiport schemes. It is the opinion of the
evaluator that this will improve the transparency of individual support schemes or groups of
support schemes for potential applicants. In connection with the formutditiohierarchy of
objectives for each support scheme, it is recommended that a chart be drawn up of the
programmeds hierarchy of objectives and the

It is considered that the indicators identified in the progne and the value of the baseline for
each of them are appropriate. The quantification of objectives at output, result and impact level
is very satisfactory and appears to rest on a significant and solid base of data, supported by
bodies such as the litste of Food and Resource Economics at the University of Copenhagen
and material drawing on experience from other schemes and programmes.

The evaluator recommends that more principles from the previous programme, including
information at support schemevel on the average prices of projects, allocation of projects,
their results and effects should be involvEde programme also lacks sufficient experiences of
goal fulfilment and cost effectiveneShe evaluator appreciates the efforts put into the
progamme in order to achieve synergies, a principle which has been taken from the previous
programme period.

It is also a recommendation that administrative experiences from previous programmes should
be involved and specified and it should also be statedhe&hthere is a need in connection with
this for adjustments in the form of other selection procedures, the collection of monitoring data,
bottlenecks, etdt is the opinion of the evaluator that it is possible to gather more specific

useful experiencefsom national policies, including for the promotion of innovation.

On the basis of the quantified objectives in the draft programme, the evaluator has drawn up a
list of the estimated, anticipated impact of the progran®werall it is considered that the
programme can generate significant and positive societal effects within all three axes, provided
that the implementation takes place accordintpéglan for the first two years of the

programme periodAgain, this presupposes that the local commitmantle mobilised in the

up to 50 local action groups that are expected, and that the support schemes formulated will
prove to be sufficiently attractive to trigger the new activities, especially outside the primary
industry and the food industry. There mhagwever, be a certain amount of doubt whether there
are enough incentives (grants) in some of the schemes to trigger the extra activity on which the
effects are based. Nevertheless, the assessment is that the efforts can make a strong contribution
to attaning the expected results and effects.
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The complete administrative system is described satisfact®h/implementation procedures
for applications, which must be sent centrally to DFEE and implemented using the Leader
approach, are described satisfaity in the programme.

It i s the evaluatords assessment that the pe
and economic partners and other stakeholders holding dialogue meetings at axis level via a web
based panel and both regional and nai@onferences, has been very useful and lived up to the
requirements on consultation with the stakeholders.

It has been assessed that the programme and the strategy plan are complementary, partly in
relation to other EU programmes, and partly in relatooother national programmes. Yet it is

al so the evaluatoroés opinion that there are
programme and other programmes under the European Regional Development Fund and the
European Social Fund respectiuelhe programme shares goals with both of these funds in

several areas. Nevertheless, administrative procedures for handling these overlaps have been
drawn up, so it is the evaluatorodés opinion t
establishedlt is also recommended that it be clarified exactly how coordination with the

national and regional growth forums is to take place, including consultation procedures.

Recommendations

The main recommendations from the evaluation are summarised beloeifotaln They are
structured according to programme level and scheme level. The table incorporates a description
of howFIA has taken the evaluation into account.
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No

Issue

Recommendation

Comments from the Directorate for Food,
Fisheries and Agri Business (DFEE)

Programme level

1.

Analysis of the
current situation

The general recommendation is to ensure tha
issues (problems, needs, etc.) that the plan an
strategy containedwithin it are targeting ar
described and analysed in the chapter on the cy
situation. The specific recommendations gi
below indicate a number of specific examples.

Text will be inserted where possible.

If data is available it is recommended that
description of the current situation be extende
cover the common indicators not already include

The obligatory indicators represent the start
point. These are supplemented with further rele;
indicators for the Danish programme effort.

It is recommended that a description
Afentrepreneurship and
into the analysis of the current situation.

See the description of the strategy.

It is recommended that a description of
innovation and information/advisory system
inserted, as innovation is a core area of the plan

A description will be inserted.

It is recommended that the description of issues
related to suppodpportunities be elaborated upag
in accordance with Article 20(b)(V) Infrastructure
related to the development and adaptation of
agriculture and forestriy Axis 1 and Article
52(b)(iii) Conservation and upgrading of the rurg
heritagei Axis 3

The signficance of this is dealt with in more detail
Sections 3.1.3 and 5.2.6 of the programme.

It is recommended that it be stated explicitly in tk
plan that the aim of the woodland scheme is to

contribute to the financing of national strategies,
andthat he schemeds obj ec
the objectives defined in the national strategies.

This is defined in Section 5.2.9.
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In order to support the correlation between Cha
3 and the Leader approach, it is recommended
the description of expemces with Leader be add
to Chapter 3.

Experiences from the previous Leader prognas
are described in Section 3.4.

SWOT

It is recommended that a cresiseck be carried ol
of what is stated in the SWOT analysis under ¢
item and what is descridein Chapter 1 of th
national strategy and in Chapter 3 of the plan so
they correspond. This will help to strengthen
structure of both chapters and provide a b
overview than they do at present. It is g
recommended that a table listing thaentified
needs/problems be inserted to act as a summar

The text has been clarified in places.

It is recommended that Chapter 3 of the plarn
concluded either with a reference to the SW
analysis in the national strategy or with the anal
being added to Chapter 3.

The SWOT analysis has been added to Chaptel
the programme.

Anotherrecommendation is that an attempt be
to benchmark the SWOT analysis up to-ES or
EU-25 for example, where relevant, as this prov
a perspective of the Danish situation in compar
to that of the Community as a whole.

This recommendation has nmten followed. We fe
that any benefit derived will not match the ef
involved. It is not considered necessary to
organisation of the programme.

It is recommended that some text be inserted
the SWOT analysis to ensure that the link frdma
SWOT analysis to the strategic element in the
is clear and unambiguous. This text would desq
how we expect to utilise internal strengths
remove/reduce internal weaknesses with a vie
utilising external opportunities and eliminati
threds.

Section 3.2 of the programme gives a gen
description of the correlation between the situay
analysis and the prog
This is considered to be sufficient.

Hierarchy of objectives

't i s r ecomme nhiemhybfh a t
objectives be illustrated in a diagram so that the
objectives are set out in a clear and sensible wa|

Furthermore, inserting a number of specific

An illustrated hierarchy of objectives has been ad
to Chapter 4 and is annexed.
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objectives in which reference is made to Chapte
on the plands moni edoresi
can also be considered.

Experiences and
principles

It is recommended that the administrative
experiences be investigated in connection with t
implementation of previous programmes, and th
be assessed in connection with this whether the
a need for adjustments in the form of other seleq
procalures, the collection of monitoring data,
bottlenecks, etc.

Descriptions have been inserted under the specif]
schemes and in Section 3.4 of the programme.

It is recommended that experiences from previo
programmes and policies be further integrat¢a
the plan. The Danish Innovation Act and the
Leader+ programme in particular come to mind.

Descriptions have been inserted under the releva
schemes.

It is recommended that the selected programme
design with measures (legal provisions) linked
within the frameworks of the individual support
schemes be maintained with a view to ensuring
maximum synergy between the activities. Howe
it is also recommended that the argument for thi
model be tightened up.

It is our view that the integrated apch to the
design of measures is permitted according to Coy
Regulation (EC) No 1698/2005 and is adequately
described.

Compliance between the
plan and other funds

It is recommended that the aim be to establish
boundaries between the different pramgmes in
order to avoid overlapping.

It has been agreed with the authorities administel
the other funds that administrative procedures wil
be established. There is a description of these in
Chapter 10 of the programme.

It is recommended that consideration be given {(
how to create a clear and efficient procedure for
cooperation betwedrlA, Local Action Groups an
the Regional Growth Forums to enable fast and

efficient processing of applications.

Established in the proderres.
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Financing

We recommend that a political agreement be
reached as soon as possible on the overall

programme effort for the entire period and not ju
the first two years. This would provide security fq
the social and economic partnersrplement the
plan and thus give them a solid enough basis or
which to make decisions, including on investmel

A political decision concerning this will be made il
2008. Until then, the starting point for the
programme must be the political decision ba tise
of programme funds for 2007 and 2008.

Information on commitments given from previou
programme periods and the allocation of these
commitments between the individual axes and
measures is not included in the plan. We
recommend that this becluded in the revised
version, so that the full picture of the financing p
becomes clear and the economic and social par
can use such an overview to quickly determine t
amount of funds available for each scheme and
scheme over the period.

Added to the programme.

We have noted that the financing table includes
measures that are not part of the plan and which
therefore do not receive funds. We recommend
these measures be removed from the table unle
they are likely to be introducddter in the
programme period. If that is the case, it is
recommended that a tentative sum be specified
these measures, if possible.

The programme foll ows
as far as possible, as does the financing table. Th
Is why measuresithout funds are included. The
Danish implementation makes it clear that these
have been omitted.

It is recommended that support rates be
reconsidered for the schemes in which the plan
currently has them at 7.5% and 15%, possibly in
light of experiences from other grant schemes in
previous or other programmes. The reasoning fq
this is that there is a risk of the schemes being
omitted and/or being seen as a deadweight, whi
would result in the expected effects of the effort

being achieved

The rates stated are determined by carefully
interpreting the legal framework on state aid.
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Implementation
procedures

The administrative system follows existing and V|
known procedures, while the new elements
associated with Leader applicaticare similarly
described in the overall plan. It is recommended
that the application procedures be clarified since
applicants under Axes 1 and 2 respectively mus
apply via the local action group and/or difgctb
FIA.

The opportunity for part of Axis 2rfids to be
implemented using the Leader approach has bee
removed from the programme since the completic
of the evaluation. Now only measures under Axis
can be implemented via local action groups and t
Leader approach. All measures under Axes 1 anc
are implemented bylA using a traditional, central
application and commitment model.

Monitoring and
evaluation system

The prerequisite for the electronic data collectior
succeed ishecompliance between the programm
indicators and the questions entered into the
application forms and report templates. It is
recommended that this be maintained.

This will be maintained, although this has nothing
do with the programme itself.

Information plan

Consideration can be given to developing succe
or result objectives and indicators for the varioug
measures introduced in the information plan, an
also to evaluating effects on sitén oral or written
form7i in connection with largeameasures,
conferences, etc.

Not complied with because focus is instead on
monitoring the effects of the programme using th
output, result and impact indicators.

10.

Technical assistance
and the national
rural network

It is recommended that the relatibis between th
planned Policy Forum and the Monitori
Committee be clarified.

See Chapter 16.

The minimum requirements for the content of
plan are described in Annex A of the Implemen
Regulation to Council Regulation (EC) 1
1698/2005. Rethe rural network, it must be stat
which organisations and administration units ar|
make up the national rural network. In additiorn
this, procedures and a schedule for establishin
network must be provided. It is recommended
considerationbe given to adding the two issy

mentioned to Chapter 16.

Text has been added to Chapter 16.
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11.

Consultation
with stakeholders

It is recommended that it be mentioned that the
consultation process has been based in an inter
working group with members froflA and SNS
(Forest and Nature Agency), and that this group
been coordinating both dialogue meetings and
regional and nanal meetings.

Text has been inserted in the relevant section.

It is also recommended that the process on whig
the partnership model is based be described in 1
detail.

Included in Chapter 14.

It is recommended that the results of the

consultations be expanded upon.

Collections are attached as an annex to the
programme.

Support schemes

12.

Innovation and
development

in primary agriculture
and

Innovation and
development in the
processing sector

The defined result indicators includeg r o wt K
gross value addedo. G
a given investment can be difficult to determine,
and it is thus recommended that DFEE attempt {
formulate guidelines that are as precise as poss
in order to work out the gross value adds project
level and then at scheme level. In terms of impa
indicators, it seems relevant to add indicators th
cover the impacts relating to environment, natur
and animal welfare. Improvements to the
environment, nature and animal welfare are a
cental part of the objective for the schemes.

13.

Food quality

Consideration can be given to defining selection
criteria, which can be used if the number of

applications exceeds the budget for the scheme

This is clarified in orders and guidelines.
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It is stated in Council Regulation (EC) No
1698/2005 that the projects may run for a period
up to five years and that the aid is determined in
accordance with the fixed costs associated with
participating in the project (Article 32(i)(c)). This
should be aded to the text covering the support
scheme.

Set out in the order.

According to Council Regulation (EC) No
1698/2005, the total support that can be granted
participation is EUR 3,000 i.e. EUR 3,000 for the
entire period (not per year). According to the
evaluatordos interpret?d
maximum paymeinis thus EUR 3,000 for full
participation in quality labelling schemddA
should take this into account and bring the supp
scheme into line with the text of the Regulation.
Finally, it must be noted that no support rates fo
cooperation projects ahisted.

Set out in the order.

14.

Island support

It is recommended that separate indicators
formulated for the impact of island support.

Not complied with, but may be brought in at a Iz
date.

15.

Agri-environment

It is recommended that hierarchiekobjectives be
defined for each subcheme under agi
environment.

Specified in annex to the programme.

It is recommended that the table for support rate
filled out.

It has been completed.

16.

Environmental and
nature projects

It is recommendethat a hierarchy of objectives
drawn up for each of the five sidehemes undg
environmental and nature projects.

A hierarchy of objectives for the entire scheme
been specified in an annex and broken d
according to five underlying legal provisierfrom
Council Regulation (EC) No 1698/2005. The -5
schemes do not have separate goals, but are relj
as contributions to achieving the overall goals
the scheme covering environmental and na
projects.
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It is recommended that an integratad-scheme b
formulated concerning grazing or cutting
contiguous grassland and natural areas wit
purpose and quantified objectives, supj
conditions, beneficiaries, scope and support rate

This subscheme is no longer part of the program

It is recommended that the fact the final decisior
the administration of environmental and nature

projects must be taken centrally be written into t
support scheme, as this is currently not made cl

The description has been corrected.

The selectio criteria which must be follogd
during case processing have still not been dec
but broad general selection criteria have K
formulated for each sufcheme in the form ¢
project types. The wording of these does
provide clear support to poteattiapplicants whe
preparing an application. It is recommended
criteria be established which must be follov
when allocating support.

Assessed as being material for Orders

guidelines.

17.

Windbreak scheme

The rural development programme for fiexiod
20002006 has come to an end and the coming
programme for 20062013 is not expected to
receive final approval until sometime in the sumi
of 2007. It is therefore recommended that measl
be taken to ensure that the planting of windbrea
the MarchMay 2007 planting season still goes
ahead.

Assessed as being material for Orders and
guidelines. The sequence for Orders is set out in
parallel process.

It is recommended that the fabatthe final
decision on the administration of tivindbreaks
scheme must be taken centrally be written into t
support scheme, as this is currently not made cl

Has been written in.
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18. | Plant genetic It is recommended that thesbouldbe an This is a political decision. A support scheme
resources explanation of why only plant genetic resouraas | concerning research and preservation of trauhal
not animal genetic resources are included. livestock breeds that have been used in Danish
Similarly, it has not been made clear how the |farming and whose genetic resources are to be
species, suspecies and breeds supported are |retained for the farming of the future is being
defined and classified. implemented nationally in advance.
It is recommended that consideration be given t¢ Notcompulsory. It is being considered; they may
whether improved result and impact indicators c{ brought in at a later date.
be developed. It would be more relevant if these
were developed in close conjunction with the plg
genetic resources for which support is being giv¢
19.| Afforestation It is recommended that it be clarified whether | Privately owned foresinly.
scheme afforestation scheme covers both privately and §

owned forest and woodland.

It is recommended that the support rates be de
and specified, and the allocated budget be comy
with the annually quantified area goals
afforestation.

Support rates have been added. The programme
not expected to 100% finance #rea goals for
afforestation in the national forest programme.

It is recommended that either the information on
Natura 2000 sites be removed or their role in the
woodland schemes described be clarified.

Sustainable forestry in Natura 2000 is not part of
scheme in 2062008, but may come into play in
later years.

It is recommended that measures be taken to e
that afforestation in the 2007 planting seaq
(March-May) still goes ahead.

Not possible timewise.

20.

New jobs, attractive
living conditions and
skills acquisition in
rural areas

The defined resul't i N
gross value addedo an
is recommended that an attempt be madé
formulateprecise guidelines for how the gross vg
added should be determined at project level
then at scheme level. The same applies to

i mpact indicator Agr o\

This is material for Orders and guidelines.
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It is recommended that ibe clarified which
definition is used in connection with mier
enterprises (L0 employees and annual turno
under EUR 2 million).

Defined in accordance with Community framew
conditions for State aid for small and medisined
enterprises.

21.

Leader

In this draft, the purpose of the Leader sup
scheme has been described as an overall obje
for each of the three stdzhemes. It is therefo
recommended that hierarchies of objectives
drawn up for each of the three ssithemes.

This is to somextent the result of a
misunderstanding of how Leader is used. There &
not three separate Leader sabhemes. Leader is 8
approach used to implement the Axis 3 schemes
the programme.

It is recommended that the use of Axis 1 and Ax
schemes vidghe Leader approach be clarified in

description of the Leader approach, including

application procedures.

Axis 1 and Axis 2 schemes in the programme are
only implemented using a central administrative
procedure and not using the Leader approach.

It is recommended that there be a descrip
firstly, of how FIA will relate to the opportunity fg
local action groups to bring in measures which
contained in the Regulation but which are
included in the plan and, secondly, of ot
measures utside the Regulation. All these &
recognised by the European Commission and it
therefore be expected that they will be brought y

Leader is only used in the Danish programme to
implement Axis 3 measures. The measures are
considered to be so broaldt there is no need for
measures outside the regulation.
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5. Description of measures and axes

5.1 The action areas of the programme

The rural development programme is to contribute to accomplishing the four overall
objectives expressed in the national strategy for rural areas.

More entrepreneurs and local jobs in rural areas
Greater competitiveness in the agricultural, food fanelstry sectors
Varied landscapes, rich nature and a clean environment
Attractive living conditions in rural areas, which contribute to strong
cohesiveness between countryside and town

A number of support schemes will be established, targeted at or@m®ohthese objectives.
The impact indicators fahe programme are illustrated below.

Common impact Baseline Program Program Program
indicators effect 2007 | effect 2010 | effect2007
9 13 13
Economic growth 172.3 billion | - 388 million | 388million
Net additional value euro (2004) euro euro
added
Labour productivity 39,000 - 4,266 4,266
Change in Gross Value | (agriculture, (agriculture)| (agriculture)
Added per full time 2005) 6,251 6,251
equivalent 61,000 (food (food
(Euro/FTE) (food industry) industry)
industry, 1,201 1,201
2005) (Leader) (Leader)
Employment creation 2,754,646 of | - 360 more in | 360 more in
Employment 5,427,459 employment employment
inhabitants
employed
(20006)
Improvement in water | 116kg N/ha | Reduction | Reduction | Reduction
quality (2006/2007, | of nitrogen | of nitrogen | of nitrogen
Reduction in nitrogen national leaching to | leaching to | leaching to
surplusfrom agriculture | source water water water
(Change in gross nutrier| environmen| environmen | environmen
balanceper ha UAA t with 167 | t with 3400 | t with 3,600
tonnes N tonnes N tonnes N
Maintenance of high 78 (2000) - 25 % of 25 % of
nature value farming area area
and forestry areas protected protected
1000 ha of agricultural through through
land of high natural multiannual | multiannual
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value. area suppor| area suppor

Reversing Biodiversity | Index106.1 | - Maintain Maintain

decline (2001) index index

Change in trend

measured by population

index for 18 farmland

bird species

Contribution to Annual - Increase of | Increase of

combating climate production of 1% 1%

change 1,125 ktons

Increasen production of | oil equivalent

renewable energy from | (2003)

forestry or farming

Reduction inphosphorus| 11 kg P/ha |0 Retention of| Retention of;

surplusin agriculture (2006, phosphorus | phosphorus

(grossphosphorus national from water | from water

balanceper ha UAA source environmen | environmen
twith 175 | t with 175
tonnes P tonnes P

Reduction in the use of | 153,000 ha | 183000 ha | 255000 ha | 255000 ha

pesticidegFarmand in 2006

converted to organic

farming orto farming

with only pesticides

allowed in organic

farming)

Environmentally and 177,000 ha | 100000 ha | 100,000 ha | 100,000 ha

ecosystendriendly grass arean | under AE | under AE | under AE

management of grasslar 2005 agreement | agreement | agreement

(Maintain grass area an¢ national

ensure conservatipn source

Note:

The program effects concerning economic growth, labour productivity, employment creation,
HNV, reversing biodiversity decline and production of renewable energy cannot be
quantified as yet for payments executed in 22009. Theseffects will be quantifid as

part of the miekerm evaluation of the programme in 2010.

Of thetotal progranmeffectsin 201313 onreduction ofitrogenandphosphoruseaching to

the water environmermaf 3,400 tonnesN and 175 tonnes,2,500 tonnes N and 160 tonnes P

will be adieved from requiremesfor establishment afultivation-free border strips along
streams and lake$ his requirement will be introduced for 10 metre buffer strips along all
open water courses and lakes above 100 m2 in Denmark, resulting in paymepodftsu
expected 53,400 ha of buffer strips on farmland in 2011 and onwards. These effects however
will depend on Commission approval of a coming support measure for the buffer strips
pursuant tart 38in REG 1698/2005, which will be submitted to the Commission in 2010
when the Danish river basin management plans pursuant to the EU Water Framework
Directive have been proposed and nationally approved.
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The |ink between t he pivepandthermmpacbirdicatosisr over al

illustrated in Annex 2. The individual schemes and their specific objectives are described in
detail in Section 5.2.

5.1.1 Crosscompliance and nationally set minimum requirements

Compensation cannot be paid under thgmmme for fulfilment of the rules on cress
compliance pursuant to Council Regulation (EC) No 73/2009, for fulfilment of other
nationally set minimum requirements concerning the use of fertilizers and plant protection
products or for fulfilment of other levant mandatory requirements laid down in national
legislation. Payments of support under the programme will only be made for commitments
that go beyond these requirements.

The rules on crossompliance follow in part from Council Regulation (EC) No T®2
establishing common rules for direct support schemes under the Common Agricultural Policy
and establishing certain support schemes for farmers, and in part from Commission
Regulation (EC) No 796/2004 amended by Regulation (EC38042009 laying down

detailed rules for the implementation of crassnpliance, modulation and the integrated
administration and control system.

The applicable national legislation in force on crosmpliance is the Governmental Order
No. 1362 of 19 December 2008 on crasepliance, with changes pursuant to Order No.
239 of 27 March 2009 and Order No 253 of 31 March 2009 on direct support for farmers
according to the single farm payments scheme.

The legislation is comprehensive and includes the protection of (in brief):

Environment

Nature

Health

Animal welfare

Hygiene

Good agricultural and environmental measures

ouhwpnE

All in all the legislation includes 117 specified requireménagich are all repeated in full
in annex 10 to the programme.

The national crossompliance provigins as mentioned above contain all the key
requirements laid down in national legislation concerning the use of fertilizers and plant
protection products. The cresempliance check with regard to agnvironment payments
will therefore not include suppieentary national requirements for the use of fertilizers and
plant protection products cf. the provisions in Article 39(3) and Article 51(1) of Council
Regulation (EC) No. 1698/2005.

The Ministry of Food, Agriculture and Fisheries is responsible for checking the use of
fertilizers and plant protection products in agricultural production. All agricultural land in
Denmark is classified as a nitregensitive area in accordance with thé¢ Eitrates Directive.
The problems of the impact of agriculture on the environment are in general the same
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throughout the country. The environmental requirements for agricultural production are
therefore in the main identical for the whole country.

In the following chapters the provisions relevant for the establishment of the baseline for the
programmed measures are repeated.

5.1.1.1 Baseline pesticides
The baseline includes the following provisions concerning the use of plant protection
products:

e Ordea No 533 of 18 June 2003 on pesticides (8 4, 1) and consolidated Act No 1755 of 22
December 2006 on chemical substances and products (8 10, 2 and § 33, 1)

It is required to use only approved products for plant protection. Producers and importers of
plantprotection products have to apply for government approval of substances and products
that are classified by AGIi ftnbvneto (the Poi
May 1961 as products for the control of plant diseases, weeds and certaor pestikicts

for the regulation of plant growth. The Danish State approves plant protection products

according to principles laid down by the Council of Ministers of the European Communities.

Plant protection products are approved for a maximum period y¢dr@.

Only approved plant protection products must be used and according to specified conditions
in terms of crops, dose, distance from any watercourse, spraying time limits, etc. This must
be stated on the labelling or directions for use of the ptaztucom label approval. The

plant protection products have to be kept in a way that is reasonable from the point of view of
the environment or health, out of the reach of children and not together with or in the vicinity
of foods, animal feed, medicines similar items. In particular, toxic or highly toxic

protection products must be kept under lock and key.

The farmer must keep a record over the use of all plant protection products on the holding.
e Consolidated Act No 927 of 24 september 2009 on wateses (§ 69, stk. 1)

Agricultural cultivation, soil treatment and planting must not be carried out in a rural zone
within a 2metre border along natural watercourses and lakes or along watercourses and lakes
which have had targets set in the water plagien Act No 1150 of 17 December 2003

concerning environmental objectives, with the aim of achieving an environmentally sound
state or good organic potential. The provision does not apply to isolated lakes less than 100

m-.

5.1.1.2 Baseliné fertilizer
The baseline includes the following provisions concerning the use of fertilizer:

e Consolidated Act No 757 of 29 June 2006 on the use of fertilizer by agriculture and on
plant cover, Order No 975 of 25 September 2006 on the use by agriculture of fertilizer
and on plant cover during the plan period 22007, Order No 906 of 16 of July 2007
on the use by agriculture of fertilizer and on plant cover during the plan period 2007
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2008 and Order No 786 of 22 of July 2008 on the use by agriculture of fertilizenand
plant cover during the plan period 262809.

The purpose of the provisions is to regulate the use of fertilizer by agriculture with a view to
limiting leaching of fertilizers to the aquatic environment.

Registry for fertilizer accounts:

Agricultural enterprises that are involved in plant breeding, livestock breeding, forestry or
combinations of these may register with the Danish Plant Directorate's Registry for Fertilizer
Accounts and then purchase commercial fertilizer without paying the nitfegeRor some
enterprises registration is mandatory, while for others it is voluntary. To be entered in the
registry, the enterprise must be registered for VAT and have an annual turnover of at least
DKK 20,000. An enterprise has to be registered if # iwestock holding with more than 10
livestock units or has a stocking density of more than 1.0 livestock unit per ha, or the
enterprise receives more than 25 tonnes of manure or other organic fertilizer in the plan
period. A plan period is counted fromALigust to 31 July in the following year.

Drawing up of fertilizer plans:

Once the enterprise has been entered in the registry, it is covered by the rules regarding

fertilizer use. This means that the enterprise annually has to draw up fertilizer glans an

fertilizer status accounts containing key figures on the use of nitrogen (commercial fertilizer

and |ivestock manure). The enterprisebds cons
not exceed the fixed nitrogen quota for the enterprise. Thezeristatus account must be

submitted yearly to the Danish Plant Directorate. The Plant Directorate receives the status
accounts and records the data for registration and inspection.

Establishment of quotas for use of nitrogen and guiding norms fopipbiass:

Each year the Danish Plant Directorate establishes nitrogen standards for the various crops

on the basis of standard yield for climate areas, soil texture and special irrigation needs as

well as the nitrogen forecast for the year. A total nitrogéota is calculated for the
enterprises |isted in the registry on the ba
cropping and the nitrogen standard of the crop in the climate area concerned and soil texture.

The consumption of nitrogen for féizer purposes by enterprises that have a duty to register

or have been registered must not exceed the
guiding norms for use of phosphorus and potassium are given to each enterprise.

5.1.1.3 Baseliné livestock manure
The baseline includes the following provisions concerning the use of livestock manure:

e Order no. 1695 of 19 December 2006 on commercial livestock keeping, manure, silage,
etc. as amended by Order No. 1209 of 11 October 2007 and Order Nif.3(B8une
2008, 88§ 25, 27, 28, 29, paragraph 1 and 2, and 30.

Pursuant to Consolidation Act No 1757 of 22 December 2006 on environmental protection as
amended (the Danish Environmental Protection Act) the Ministry of the Environment
establishes rules dhe use of manure and other organic fertilizer in agriculture with a view

to protecting watercourses, lakes, the sea and groundwater against pollution.
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As a general rule no manure must be spread in the fields in the period from harvest and until
1 Februay. Manure must not be spread in a way or on such areas that shall risk direct
contamination of lakes, watercourses, including artificial drainage facilities or in the case of
heavy rains.

I n addition, the spreading ofesmanuwkei cb goee
the EU Nitrates Directive (91/676/EEC). The directive lays down the maximum quantities of

manure that may be spread on fields depending on types of livestock and other operating
conditions.

As a general rule, a quantity of manure not exceeding the equivalent of 1.4 livestock units
(1.7 livestock units in case of cattle, sheep and goats) per hectare per plan period (1 August
31 July) may be spread on a farm.

In general according to the Kites directive a quantity of manure not exceeding the
equivalent of 170 kg of nitrogen per hectare may be spread per plan period.

Derogation to the Nitrates Directive

The Commission has decided to allow derogation to Denmark in relation to the Nitrates
Directive (2005/294/EC). The derogation allows under certain additional conditions an
amount of livestock manure being applied to the land on cattle farms each year, including by
the animals themselves, equivalent to up to 230 kg of nitrogen per ha pekgeadingly

on a farm on which at least 2/3 of the livestock are cattle, a quantity of manure equivalent to
2.3 livestock units per ha may be spread under certain conditions. The farmer has to be able
to document that the harmony rule is met. Farmeve tmindicate in the yearly fertilizer

status accounts (see above) to the Plant Directorate, whether the derogation is used.

The derogation was prolonged in 2008 and expires in 2012. The exception of 230 kg
N/hal/year was prolonged under the same canditDairy farmersvho make use of this
derogation will have to comply with stricter requirements, including crop rotations with an
especially high uptake of nitrogen and a long growing season on more than 70% of the land
belonging to the farm.

The Danish derogation haad no effect on the calculation of support rateshas t
calculation has not included costs for reduction of application of nitrogen fertilizer to the
land for any of the measurdsarmers who use the derogation are allowed to apply for
support under all measures.

The agrienvironmental measures of the programme provide a substantial contribution to
meeting the Community objectives in the fields of nature and environmeentfromthe
Water Framework Directive and Natura 2000 directives.

For the measure 2142onservation by grazing or cutting on pasture and natural aneas, t
beneficiary must commit to not add fertilisers to the land during the commitment period
other than the mmaure that is left by grazing animals. The beneficiary must commit to not use
pesticides on the area and to graze or cut the area yearly during the commitment period.
These requirements establish the basis for calculation of the support. As a consedtnence of
commitment, the authorities will allocate a yeargubta of N to the area under commitment
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in the process of the yearly allocation ofgNota to the farm based on the farm crop and
fertilizer plans (see Chapter 5.1.1.2) thus reducing the tetpldé allowed for the farm for

each year of the commitment period. In addition the area under commitment may not be
included in the Harmony area of the farm for which the derogation may be exercised and the
N quota allotted to the farmland not under commitmemot weakened for any farmland if

the farmer decides to apply the derogation. This ensures that the requirements concerning
Nitrogen are not weakened for any farmland.

For the measure 214b Conversion to organic farming, organic farmers in anyroasteusa
the derogation as the limit of 170 kg of nitrogen per hectare needs to be respected.

For the measure 214xtensive production on agricultural land, an average maximum total
of 140 kg of nitrogen may be applied per hectare of all acreage farthmevith a fertiliser
requirement, or the supply of nitrogen to fields under support must not exceed 75% of the
nitrogen quota for fields under commitment and this must be the basis for the calculation of
the total quota on the given agricultural entes@riThe compensation calculated covers only
extra costs related to the condition to not use plant protection products.

For the measur2l4d Establishment of saside border strips, no fertilizers may be added to
the land in ordeto prevent the loss a@iutrients to streams and lak&se area under support
is not included in the Harmony area for which the derogation may be exefidised.
calculation of support is based on costs related to placing tlasidetin the border strips

and for cutting the gss with light machinery in order to prevent erosion.

For the measure 214e Management of wetlathésbeneficiary must commit to not add
fertilisers to the land during the commitment period other than the manure that is left by
grazing animals. The benahry must commit to not use pesticides on the area, to graze, cut
or trim the area yearly and to accept flooding of some of the area during the commitment
period. These requirements establish the basis for calculation of the support. As a
consequence @he commitment, the authorities will allocate a yeartyudta of N to the

area under commitment in the process of the yearly allocatiorgofolé to the farm based

on the farm crop and fertilizer plans (see Chapter 5.1.1.2) thus reducing the-qoiathN
allowed for the farm for each year of the commitment period. In addition the area under
commitment may not be included in the Harmony area of the farm for which the derogation
may be exercised and the N quota allotted to the farmland not under comnistment
weakened for any farmland if the farmer decides to apply the derogation. This ensures that
the requirements concerning Nitrogen are not weakened for any farmland.

In accordance with the Nitrates directive a decision on the application of tlgatieno
includes preventive measures in the form of conditions to protect the environment.

If the need for further preventive measures or other kind of measures (not known at the
moment) should arise, such measures shall accordingly be laid down in a decision on the
Danish application for derogatiénand depending on its character in the nation

environmental legislation. Such measures will be taken into account in the implementation of
the measures in the Rural Development Programme.



The total agricultural area of Denmark has been appointed as Nitrate Vulnerable Zone
pursuant to the Nitratd3irective. Therefore no Codes of Good Practice have been
introduced for farms outside these zones in Denmark.

5.1.1.4 Baseliné establishment of plant cover
The baseline includes the following provisions concerning the establishment of plant cover
and irvolvement of environmental and nature concerns in farming:

The agricultural enterprise must each year establish a spring or autumn crop in the
agricultural fields in order to enhance normal nitrate uptake. The area with autumn crops
must cover at least% of the dedicated autumn crop area for the farm. In special cases this
obligation applies for 10 % of the dedicated area. The crop must not be ploughed down or
otherwise destructed before the 20 October.

e Order No 906 of 16 of July 2007 on the use bycadfure of fertilizer and on plant cover
during the plan period 2062008 and Order No 786 of 22 of July 2008 on the use by
agriculture of fertilizer and on plant cover during the plan period -2008.

e Governmental Order No. 1362 of 19. December 200&osscompliance, with changes
no. 239 of 27. marts 2009 and Order No 253 of 31 March 2009 on direct support for
farmers according to the single farm payments scheme

5.1.1.5 Baseliné Good Agricultural and Environmental Standards

GAEC rules under Counditegulation (EC) No 73/2009 are applied nationally in such a way
that GAEC will also be met when areas change from being areas which comply with the
definition of eligible for support under the single farm payment scheme to areas with more
nature content imaccordance with support conditions under the Rural Development
Programme, including areas which are periodically or permanently covered by water in
connection with changed watercourse maintenance, restoration of natural hydrology and
establishment of wethds.

Areas which comply with the definition of eligible for support under the single farm payment
scheme include permanent pasture and agricultural land which is not cultivated and is
maintained in a good agricultural and environmental condition. ’EeGsequirements for

these area types include a mowing at least once every two years in July or August. In the case
of permanent pasture, mowing may be replaced by grazing. For agricultural land which is not
cultivated, the GAEC requirements include aduli&il requirements for the plant cover. The
GAEC requirements referred to are included in the baselirsefong grantdor several of

the measures, including conservation of pasture and natural areas. When area types that are
not cultivated are covered lgrants awarded under an agnvironment measure, e.g.
conservation of grass and natural areas, the areas can change character and become
agricultural land with greater nature content in accordance with the conditions for support
and the special naturand environmentelated purposes of the RDP measure. In the
commitment period for the agenvironmental measure, the areas are therefore allowed to
have plant cover with more nature content than the plant cover on permanent pasture and
agricultural areamot being cultivated. In the implementation of the GAEC rules there is thus
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drawn a distinction between, on the one hand, the status of the areas prior ta the agri
environmental commitment that will constitute the baseline for the grant payment, and, on
the other hand, the status of the areas in the commitment period for temegrnmental
measure.

Areas which no longer comply with the definition of eligible for support under the single
farm payment scheme will be entitled to the single payment titeeareas were entitled to
payments pursuant to the single farm payment scheme for 2008 and no longer comply with
the definition of eligible for support as a result of the implementation of the Natura 2000
directives or the Water Framework Directive, cftidle 34 (2)(b)(i) of Council Regulation

(EC) No 73/2009. The aim of some of the measures which are financed under the Rural
Development Programme is to contribute to the implementation of the abovementioned
directives, including conservation of pastunel matural areas, changed watercourse
maintenance, restoration of natural hydrology and establishment of wetlands. Areas which
were entitled to payments under the single farm payment scheme in 2008 and which are now
periodically or permanently covered tmater in connection with changed watercourse
maintenance, restoration of natural hydrology or establishment of wetlands are thus still
entitled to the single payment.

The following GAEC standards are applied:

— Plant cover on uncultivated agricultural latthcultivated agricultural land must have
plant cover. Conditions concerns periods for establishment, the use of seeds and re
sowing.

— Maintenance of uncultivated agricultural land and permanent pasture: Permanent pasture
and uncultivated agricultural lanchust be cut at least once every two years. In the case
of permanent pasture, mowing can be replaced by grazing. The plant cover on
uncultivated agricultural land must not be cut in the period 1 M2y June. The areas
must not be utilized in a way thagstructs or removes the plant cover. Intermediary
activities are allowed if the plant cover isestablished immediately after the activity.

— No plant protection products must be used on uncultivated agricultural areas except for
products used for selecé\prevention of certain aggressive weeds on the condition that
the remaining plant cover is not damaged. It is also prohibited to use fertilizer or artificial
irrigationNo straw or similar agricultural crops must be burned on fields or uncultivated
areasThe purpose of this ban is to conserve the contenrtgainic substances in the soil.

If this requirement is found to have been neglected, the extent of the burning will be
assessed on the basis of how much organic substance is missing femih disea result

of the burning (section 1 of the Order No 1317 of 20 November 2006 on the ban on field
burning of straw etc., as amended by Order No 1207 of 11 October 2006).

_ Soil preparation, fertiliser application or planting must not be carried out on protected
ancient monuments or within a distance of 2 metres from thempurpose is to
preserve cultural and historicalsass, primarily in the form of archaeological interests on
and around preserved ancient monuments as well as to protect each monument against
deterioration caused by the use of agricultural machii@rger No 1505 of 14
December 2006 pursuant to section 29 e and f of the Danish Museums Act)



— Control of wild oat grassThe owner or user must clear all cultivated and uncultivated
land from wild oat grasS.he purpose is to avoid unwanted vegetation oitalgural
land.Wild oat grass can be controlled either manually by weeding asimg an
approved chemical agent (section 1 of Order No 891 of 26 August 2004 on wild oat
grass).

— Control of giant hogweed.he owner or user of areas where giant hogweed is found is
obliged to control giant hogweed according to an action plan adopted and announced by
the local authorityThe purpose of this requirement is to avoid unwanted vegetation on
agricultural landGiant hogweed can be controlled manually by cutting the plants back,
using grazing animalor by using an approved chemical agent (sections 1 and 2 of Order
No 17 of 13 January 2006 on control of giant hogweed).

5.1.1.6 Baseliné involvement of nature protection in farming

The natural conditions of designated Natura 2000 areas mus atieked. A direct ban is
imposed on performance of certain damaging activities in the areas.

No changes may be made to the condition of natural |ak#h an area of over

100m2, watercoursesr parts of watercourses which have been designated as
protected landmarks by the environment minister after this has been recommended by
the local authorityHowever, this does not apply for ordinary maintenance work in
watercourses.

No changes may be made to the conditions ahaprs 2) bogs3) salt marshes
mudflats, etc., or to 4) fresh meadows and common land when such habitats
individually, together or in connection with the aforementioned lakesgreater than
2,500 nf in contiguous areas.

Nor may the conditions of bogmd similar types of wetland smaller than 2,50bba

altered when they are connected to a lake or watercauingsh is protected.

e Consolidated Act NdA042 of 20 October 2008 on nature conservation (the Danish Nature
Conservation Act), § 3 ¢(3), 8 8 (1) and § 15 (1)

5.12 Measures to compensate fdoss of et-asideareas

At the time of the tempary abandonment of sasiderequirements for the single payment

in 2007/08pursuant to REG (EC) No 1782/2QQBe Danish Government initiated

compensating measures, including requirements to lay out more catch crops and the dispatch
of targeted information to farmers on nature covestgon initiatives and the use of pesticides.
According to Community Legislation saside areas shall be kept in a condition ensuring the
possibilityfor the inclusion of the areas as farmed land.

In 2008, he requirement of setside vasabandonegermanently as a part of the Health
Check of the Common Agricultural Policy. Setide hasocally certain positive effects on
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nature and environment. There are effects caused by the abandonment of the requirement for
setaside on the following main subjects:

o Leaching of nitrogen and phosphor

o0 Impacts of pesticides

o Other ompacts on nature

In 2007, there were almost 150 000 hectares edside in Denmark. In 2008 around 70.000
of these hectares had beercudtivated. In an assessment made by the Instituteédod
Economics at Aarhus University, up to 120 000 hectares of treskt is expected to be re
cultivated as a result of the permanent abandonment of the requiremeniafgidsainder

the single payment pursuant to Regulation (EC) 73/2009.

In 2009,the Governments established with the national plan for Green Growti22Q50

instruments that may contribute to neutralize effects from the loss-asisket area, including

by establishing permanent nature areas. Program measures that may compeahsaltestor

in setaside in 20143 will include:

— establishment and management of wetlands (WFD implementation)

— periodically flooding of agricultural areas adjacent to streams through reduced
maintenance of stream edges (WFD implementation)

— hature conservin projects (implementation of the N2000 directives)

— restoration of natural hydrological conditions and conversion of farmland to permanent
grassland in Natura 2000 areas (implementation of the N2000 directives)

— Conservation of grass land through grazngutting (Nature 2000 directives)

5.2 The individual measures

Public aid for the activities under the measures is provided by the Ministry of Food,
Agriculture and Fisheries (through the Paying Agency called the Danish Food Industry
Agency (FIA)), the Ministry of the Environment and the European Commission. Theoshare
the aid being provided by the FIA and by the Ministry of the Environment can be wholly or
partially replaced by funds from other public authorities, including local or regional
authorities, or by other funds which are equivalent to public funds.

As described in Section 3.4, the aim in the forthcoming programme period is to create better
coherence in the programme and provide a framework for integrated initiatives that take
account of more concerns. This means that the national application schencbsfsee5.3)

in the programme are assembled from several different measures in the Regulation. The
schemes are structured according to topics rather than underlying provisions in the
Regulation. In this chapter the measures in the programme are described.

5.2.1 The individual measure$ Axis 1.

The measures is modified in 2000 der t o meet the chall enges
Common Agricultural Policy (CAP) Health Check, which enables and requires a much more
extensive initiative under the Rural Development Programme financed by additional EU

funds as a result of increasedmdatory modulatiorAdditional funds will also be available

for the Rur al Devel opment Progranime as a res
changes also i mplements the Danish Governmen
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environment, climate and agricute. The Rural Development Programme plays an
important role in the implementation of this vision.

5.2.1.1 Vocational training and information actions (Code 111)

As a result of the challenges identified in the Health Check of The Common Agricutural
Policy and the national plan for Green Growth changes have been made to the balance in the
Rural Development Programme budget for 22073 for the remaining 2012013 period.

Article (and paragraph) which covers the measure

Articles 20(a) (1) and 21 of Coum&egulation (EC) No 1698/2005
Point 5.3.1.1 of Annex Il to Commission Regulation (EC) No 1974/2006.

The measure will include 3 subeasures:

1) Promoting the agricultural and food processing sectors by supporting demonstration and
diffusion of knowledge of new processes and technologies

2) Training and information

3) Networking activities

Rationale for intervention

1) Promoting the agricultural and food processing sectors by supporting demonstration and
diffusion of knowledge of new processes and technologies

Danish agriculture, and in particular livestock production, are facingiewerasing

demands relating tihe environment and with regard to animal welfare, food safety

and quality food products. Environmental restrictions may become the determining factor

for activities within livestock production and the horticulture industry. The trend towards

larger prodation units is increasing the focus on the impact of individual enterprises on their
surroundings and creating a need for information and knowledge in the field of processes and
technologies that can reduce the impact on the environment, nature and meighbo

Information and knowledge about such new processes and technologies are therefore not
solely a pivotal factor for the further optimisation of production processes and thereby for the
sectordés competitiveness i n aforgualdyfeeond i sed mar
product s, but also for enabling agriculture
and animal welfare.

In order to retain the Danish horticultural sector it is necessary to implement technologies.

This is due to a higheakary level in Denmark than in the main countries with which the
industry competes. The aim is to reduce the
pesticides and nitrogen. In addition, the low consumption of pesticides and nitrogen is a
competitive jgrameter of increasing importance in connection with the sale of fruit and
vegetables and plants, and has a positive environmental effect as a side benefit.

Overall, there is a need to provide support to ensure that information and diffusion of
knowledgeabout how to implement and use new processes and technologies are available
within the primary sectors as well as in the food processing sector. This can help to safeguard



the competitiveness of Danish agriculture under production conditions which take in
account to a greater extent environmental and climatic effects, as well as animal welfare.

2) Training, information and networking activities

As a result of the globalisation of Denmark
pressure being exerted on enterprises and t
varies greatly from one region to another, with the level generally being higleesl

around the cities. This is because further education institutions are concentrated here and

when people have completed their studies, they often live close to where they studied.

0
h

Skills acquisition among the population in rural areas is a highity action area. The
progression in the level of education among the population in rural areas during the period
19942003 was in line with that among those living in urban centres, although the population
in rural areas still has a significantly lowewel of educational attainment than those living

in towns. On the other hand, many regions with relatively few inhabitants with further
education employ many skilled workers. In a number of peripheral areas, however, there are
many who have no educatidmpualifications. This is probably an important explanation for

the relatively low level of productivity and incomes in these peripheral areas, where people
with higher education, in particular, are undepresented.

Increased competition on the globahmkets and high costs of labour in Denmark means that
the Danish food sector increasingly has to develop products with added Maduanalysis
underlying the Green Growth Programme (for further information see The National Strategy
for the Rural Developent Programme) has shown that there is a need to support the
development of high value products in the Danish food sector.

At the same time the structural development in Danish agriculture means that farms are
getting fever and bigger. This also meang #imaaller farms need to develop additional

means of income. Specialised high value products, direct sales from farms and tourism are
possible strategies. These strategies however mean that farmers need to acquire new skills in
order to cope with new demasd

To broaden the effort concerning high value food products and the diversification of farming
activities, the effort is not exclusively linked to EU agricultural quality products. Only very
few approved products exist in Denmark, besides organic fgrmin

There is a need to establish initiatives which can spread knowledge concerning high quality
products and quality marks, and establish an effective market from production to
consumption. The overall purpose is to increase the production of qualitycig@ahd to
encourage a more diverse food supply in Denmark, hereby e.g. increasing the number of
organic farmers. This can take place through the establishment of:
1. mobile training teams (which travel round both producers and consumers with the
aim of inceasing the level of knowledge throughout the value chain)
2. grouporganised exchange of experiefcaining, information and educational
activities
3. networking activities
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4. advisory visits at the farms.

Networking activities can reinforce the information effio order to improve the
cooperation between small food producers and the retail sector, thus facilitating the market
access for quality food products and create coherence with the experience economy.

Advisory services to help farmers will not cover gtatutory requirements and the GAEC
conditions provided for in Regulation (EC) 73/2009dimectpaymens to agriculture (cross
compliance standards) nor cover any occupational safety standards based on Community
legislation. Advise on these requiremewntd provided for only under measure 114 and
pursuant to article 24 in Regulation (EC) 1698/2005 on the use of advisory services

Objectives of the measure

1) Promoting the agricultural and food processing sectors by supporting demonstration and

diffusionof knowledge of new processes and technologies

The purpose of the support scheme is to promote:

e demonstration and diffusion of knowledge on how to implement and use new processes
and technologies.

¢ knowledge exchange and incentives for using new effigigrtesses and technologies to
overcome environmental problems and initiate new production.

2) Training, information and networking activities
The objectives of the support for training measure are to:

¢ improve the qualifications and skills of farmersoidler to safeguard sustainable
landscapes, varied nature and a healthy environment, as well as animal welfare and a
good working environment.

e improve the qualifications and skills of staff as an element in the introduction of new
products, processes or iewlogies in the food sector.

e improve the qualifications and skills of farmersdstablishing mobile training teams,
grouporganised exchange of experienicaining, information and educational activities,
advisory visits at the farms and advisory visitshe farms. The measures are airaed
spreading knowledge concerning producing high quality food products e.g. organic
products by visiting producers and training them to be able to increase their level of
knowledge to produce under an approved qualidyket scheme.

¢ Improvenetworkingandcooperationn order to encourage a more diverse food supply
and strengthen the food sectors income possibilifremeans ofraining, information
and educational activitieend exchange of experiences with regard to production,
marketing and saleend diversification of farm economies.

Scope and actions

1) Promoting the agricultural and food processing sectors by supporting demonstration and
diffusion of knowledge of new pexses and technologies

Support fordissemination and demonstratiamming atexchange of knowledge on using

new efficient processes and technologies to overcome environmental problems and initiate
new production, hereunder in connection with support for:
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e investments andevelopment projectsoncerning new technology or
e investmentsn the field of quality food productehen the aim is to produce under an
approved quality market scheme.

The purpose of the demonstration shall be to make the technology gmdpger use known
to other farmers.

2) Training, information and networking activities

Support will be granted for participants in agricultiaatifood production training,
information and educational activities. The FIA makes the decision on sugpactivities.
The activities will be held by agricultural organizations, associations or other relevant
bodies. The support for the activities is granted to each participant or the organisations,
providing that the farmers and small food producers araltimate beneficiaries. The
support is granted on the basis of the total costs of the activities.

Support is excluded for instruction of training that forms part of the normal programmes or
systems of agricultural education at secondary or higher levels

The applications will be prioritised according to their expected contribution to the overall
aim of the schemetligibility and concrete selection criteria will be implemented in
appropriate national procedures and announced in advance &ppiheants.

Under the sulmeasure support for establishing mobile training teams, ¢gvaspd exchange
of experience training, informationand eductonal activitiesand carrying out advisory
visits at farms will be given, if the training/advisory aittes have been approved by Fa&
being able to disseminate information and training

Under the sulmeasure for networking activities support will be given, if the activities have
been approved e FIA as being able to reinforce aptbmotecooperabn and

networking between small food producers/andthersectos in the food value chajor to
create coherendsetween food production anithe experience econom§upport is not
granted for running cooperation costs as such.

Beneficiaries

1. Promotingthe agricultural and food processing sectors by supporting demonstration and
diffusion of knowledge of new processes and technologies

Support can be applied for by farmers, horticulturalists and farmers organisations, farmer

associations, enterprisasdinstitutions.

2) Training and information

Beneficiaries may be farmers, producer cooperatives, enterprises, organizations, associations
and institutions in cooperation with farmers and small food producers. Beneficiaries may
either organize or particgpe in the training, information and educational activitidsmate
beneficiaries are farmers and small food producers.

3) Networking activities
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Beneficiaries aréarmers ane@nterpriss, organizations, associations and institutions
cooperationwith farmersand small food producerBeneficiaries may either establish or
participatein the networking activitiedJltimate beneficiaries are farmers and small food
producers.

Details on overage of support Eligible costs)
1) Promoting the agricultural and food processing sectors by supporting demonstration and
diffusion of knowledge of new processes and technologies:
e The purchase or leasgurchase of equipment necessary fordemonstration and
diffusion (no investments)
e General costs linked to expenditure for engineers and consultation fees and materials
of information
e Salary for relevant staff related to demonstration and diffusion of knowledge about
new processes and techngikes
e Other costs, which according to the FIA may be relevant and necessary for carrying
out the project.

The following types of cost are not considered eligible:
¢ Ongoing operation expenses
¢ Refundable VAT.

2) Training and information
Support can bprovided for expenses required to carry out to improve the level of
information and skilenhancing activities. These activities can include:
e courses
study groups
consultancy/advisory visits
exchange of experiences
providing information materials
othercosts, which according to the FIA may be relevant and necessary for carrying
out the project.

Costs related to establishingpbile training teams, grotipased exchange of experience and
advisory visits at farms:

Costs related to moveable property regagdistablishing office facilities

Travelling costs related to the period of establishment of the activities

Expenses for assistance of experts etc.

Other expenditures, which may be approved by the FIA.

3)Networking activities

Support can be provided fexpenses required to carry @stablishingand developinghe
networkingactivitiesand enhancing the cooperation betwkamers enterprises,
organizations, associations and institutitret either work inthe agricultural or foodectos
or are clossl associated with.ifThis is in order to deal with the demand of specialized
production in the entire value chain, amongst others direct salekvansification of
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income Marketing and sales promotion actions are not eligible under this measvities

may include:

¢ Establistment and development n&tworking activities regarding informati@amd
analyses, advice and exchange of experiences

e Expenses for assistance of experts etc.

e Providing information materials

e Activities tocreateawareness amdisseminate knowow among farmerand small food
producerof waysto enhance the value of farm products through cooperation with other
actors in the rural economy

e Other costs, which according to the FIA may be relevant and necessary for carrying out
theproject.

The measure does not cover permanent secretarial or running costs
Rate of support

1) Promoting the agricultural and food processing sectors by supporting demonstration and
diffusion of knowledge of new processes and technologies

Support maye granted up to 60% for all sizes of beneficiaries.

2) Training and information
Support for training, informatioand educational activities and establishing the activities can
be granted up to 100%

3) Networking activities

Support for establishing antkveloping the activities can be granted up to 100 %.
Demarcation with other EU financial instruments

The RDP shall offer support to farmers and education enterprises. Neither the ERDF nor the
ESF programme finance specific enterprises or projects syaigifconcerning knowledge in

food productiorandagriculture. The ERDF and ESF can support training and skills
acquisition projects aimed at development of the business sector in general and cooperation
projects involving actors from educational and krexge institutions and private

enterprises. Cooperation projects may involve enterprises from therfagdculture sectors

if they act as national or regional promoters of growth.

For cooperation projects the same beneficiaries may receive supparthen&SF and

ERDF as under the RDP but for different types of projects. In this case projects shall be
divided into sukprojects that correspond to the aims of the funds. To avoid funding of the
same eligible expenses by more than one fund the followowegdure and exchange of
information will be included in the management system.

The applicant must at the time of application inform the authority whether he has applied for
grant or has received grant to the project from other public funds. Each applicatst

include a specified budget which allows the managing authority to check how any and all EU
and national funds will be involved in the financing of the project. Before payment to the
beneficiary, accounting documentation and an auditor statenrewquised. The auditor



check will include information on all public funding to the project in general to avoid
multiple funding. If public funding from several public funds is recorded, the managing
authority shall undertake a cross check to all relevathioaities.

Coordination between the managing authorities of all EU funded programmes will be
provided by ensuring representation of the relevant managing authorities in the Monitoring
Committee for each EU programme.

The FIAwill make lists of projects funded under the RDP available for the administration of
the other funds in order to avoid double financing and to facilitate policy coordination.
Technical coordination meetings or networks shall be called for yearly betweaginma
authorities of relevant funds in order to compare activities and the support commitments
made under the different funds.

Demarcation with pillar 1 (the CAP)

When a new programme or scheme is introduced within the scope of Annex 1 of Regulation
(EC) No 1974/2006 or of the Rural Development Programme, the offices in charge in the

FIA will clarify whether there is a potential overlap with activities in pillar 1 and under the

rural development program. If this is the case the measure will be exciodedupport

under the rural development program. The FIA shall introduce administrative procedures or
alter support criteria for the relevant measures under the RDP to avoid overlap and the risk of
double financing.

Fruit and Vegetable CMO

The single Common Market Organisation offers a variety of actions. As a general rule these
actions are quite distinct from the rural development programme. However there are
exceptions. The producer organisations in the Danish fruit and vegetable sector may receive
comnunity supportfor many actions similar to the RDP. The producer organisations (POS)

in this field receive Community funding for their-salled operational funds. The POs may

use the operational funds for a variety of actions of their own choice. Thaseantst fall

within one of the following five areas:

e Measures that will optimise the production capacity (for instance investments in new
equipment)

e Measures that will improve marketing conditions

e Education and advisory services

e Environment (i.e. suppbfor activities that will optimise the use of pesticides; lessen the
effects on biodiversity, etc.)

e Innovation

Many of these areas overlap with the rural developniémns would be particularly true for
the two schemes for innovation and developmentamtiocessing sector and in primary
agriculture and forestrigut also for theurrent measur®r vocational training and
information activitiesEligible measures under these schemes include:

investment in agricultural enterprises,

cooperation on development projects,

development and application of new technologies/new processes/new products
promotionof sectors by supporting demonstration and diffusion of knowledge
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¢ training and information and
e networking

To avoid double financing, the different offices in i@nish Food Industry Agency (FIA)
handling the dayo-day management of the operational funds, respectively the RDP have
launched an ongoing collaborative effdrhe effort consists of the followinglements:

e Prior to commitment, an administrative control is performed to avoid overlapping or
double financing for actions undertaken under the operational fund and the RDP. The
FIA offices dealing with the management of support under the schemes fot marke
organisation, respectively innovation in primary agriculture and in the processing sector
under the RDP, are the Export Refunds Office and the Development Subsidies Office.
These two units will arrange for the annual compilation and comparison offlats o
projects for which commitments have been made under the market organisation and the
RDP schemes and on that basis evaluate the procedure for preventing double financing.

e This collaborative effort will be supported by meetings with regular mutustifgs on
the activities considered eligible. Every time a new activity is made eligible for the target
group (fruit and vegetable producers), the partner office must be notified and it must be
decided how to restrict the actions or change the progranonae@®id a duplication of
payments.

e TheFIA hasrolledout an administrative procedure to avoid double financing of the
designated actiortsy which all applications under the two schemes will be exposed to
administrative control, comparing them to alreaglyeived applications and
commitments made since 2007 on the basis of all available information about the final
beneficiary (screening by central business registration nurabdtscation).

In order to ensure, that beneficiaries may only receive sufsportone scheme the

following demarcatiorcriterium is imposedrhe P O dnghe Danish fruit and vegetable

sector established pursuantQouncil regulation (EC) 1234/2007 may apply for support

under their operational funds for activities eligiblcording to the positive list established

for these activities pursuant to Commi ssi on
apply for these kinds of activities under the RDP.

Other support schemes referred to in the annex | of Regulation (ECRQOB&uch as
restructuring scheme for the sugar industnipacco, olive oil, hops, beef and veal, sheep and
goats, specific measures for agriculture in the outermost regions and direct payments Article
68 are not relevant or currently applied in Denmbaii&.demarcation is needed.

Administration

Applications are sent to the FIA, which carries out checks, administrative controls, approves
payments and pays the support. Controls on the spot will be carried out by the Plant
Directorate under the Ministry fétood, Agriculture and Fisheries.

Financing
The contribution from the Community is calculated on the basis of public expenditure.
the figures are based on payments.



1) Innovation and development in the agricultural and food processing sectsuppyrting
demonstration and diffusion of knowledge of new processes and technologi€00007

Million Euro Total costs

Public costs

Innovation and 18.0
development in primary
agriculture and forestriy
demonstration projects

10.8

Innovation and 0.1
development in the
processing sectar
demonstration projects

0.08

Food product quality 0.0
development/participatiol
/marketing

Total 181

10.9

Innovation and development in the agricultural and food processing sectors by supporting
demonstration and diffusion of knowledge of new processeteamablogies 2022013

Total costs: EURB2.1million
Public costs: EUR6.0million

2) Training andnformation
Food product quality training teams 2002009

Total costs: EUR.3 million
Public costs: EUR.2 million

Food product quality training teams, ERFgroups,organicconversion advice 2012013

Total costs: EUR 8million
Public costs: EUR.7 million

3) Networking activities

20102013
Total costs: EUR B million
Public costs: EUR .8 million

Total for the measure (1+2+3 above)
20072009

Total costs: EUR8.4 million

Public costs: EUR.1.1 million

20102013
Total costs: EUR5.7million
Public costs: EUR7.3million

Transition arrangements (including estimated amount)
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This measure is similar to activities-inanced under the Rural Development Programme
20002006 pursuant to Council Regulation (EC) No 1257/1999. The following payments
shall be declared under the Rural Development ProgrammeZZ@7for contracts made
under the previous programme period.

Total outstanding public costs;

Of which EAFRD;

EUR 1.8 million
EUR 0.9 million

Quantified targets for EU common indicators

1) Promoting the agricultural and food processing sectors by supporting demonstration
and diffusion of knowledge of new processes and technologies

Type of indicator | Indicator | Target 200709
Innovation and development in primary agriculture
National outpuindicator | Number of demonstration 800
National result indicator | Number who have 71.200
attended the
demonstrations
Net additional value EUR 5.5 mio.
Impact expressed in EUR
Change in gross value Not known
added per full time
Impact .
equivalent
Type of indicator | Indicator | Target 201013

Innovation and development in primary agriculture

National output indicator | Number of demonstration 1160
National result indicator Number who have 72.500
attended the
demonstrations
Net additional value EUR 5.6 mio.

Impact

expressed in EUR

Impact

Change in gross value
added per full time
equivalent

EURO 2,707 per year
(average full time GVA
was 39,000 Euro per
year in 2005)

Innovation and development in the processing sector-2009

National output Number of 64
indicator demonstrations
National result Number who have 2.900
indicator attended the

demonstrations
Impact Net additional value In Progress
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expressed in EUR

Change in gross value In Progress
added per full time
Impact )
equivalent
2) Training and information
Food product quality training team 20072009
National output Number of travelling 7
indicator teams established
National result Number of enterprises
indicator that have been visited In Progress
Net additional value In Progress
Impact .
expressed in Euro
Change in gross value In Progress
added per full time
Impact

equivalent

Food product quality training teams, ERFA groups, conversion advice

20102013
National output 1. Number of travelling teamg 1. 13
indicator established 2. 160
2. Number of grougbased 3. 200
exchange of experiences
3. Number of advisory visits
National result 1. Number of enterprises thal 1. 9.100
indicator have been visited 2. 1.920
2. Number of attendants 3. 400
3. Number of farmers visited
Impact Net additipnal value EUR 1.23 million
expresseth EUR
Change in gross value EUR 514 per year
| added per full time
mpact

equivalent

3) Networking activities

Networking activities 20322013

Number of networking
Output activities 100
Result o
Number of participants 10,000
Result Increase in agricultural
GVA in supported farms 0.1 meuro




Change in gross value

Impact added per full time
equivalent EUR 149 per year
Program level quantificatior?00713
Impact Net additional value EUR 388million
expressed in EUR
Change in gross value EUR 4,266 per year
Impact added per full time (agriculture)
Equivalent EUR 6,251 per year
(food industry)

Additional national indicators
None

5.2.12 Use of advisory servicegCode 114)

Article which covers the measure
Articles 20(a){v) and 24 ofCouncil Regulation (EC) No 1698/2005
Article 15, Annex Il, point 5.3.1.1.4 @ommission Regulation (EC) No 1974/2006

Rationale for intervention

The use of advisory services is a tool which holdings can use to increase their overall
perfamance. The advisory service can provide advice for staff in the agricultural and

forestry sectors and thereby increase the sectors capacity to safeguard sustainable landscapes,
varied nature and a healthy environment, as well as animal welfare and waé&od)

environment.

There is a special public interest in an efficient implementation of the statutory management
requirements and the good agricultural and environmental conditions and the Community
standards relating to occupational safety.

Objectivesof the measure

The purpose of the measure is to give support for the use of advisory services in the
agricultural and forestry sector aiming at improving skills acquisition in order to consolidate
the action taken with regard to sustainable environmemtcanntryside management and
occupational safety.

Scope and actions

Farmers can apply for support for using the farm advisory service in connection with
observing the rules on cressmpliance and Community standards relating to occupational
safety.

Theadvice on observing the rules on crassnplianceshall include all rulespecified in the
order on checks to verify cresempliance as part of direct support and support under Axis 2
in accordance with the rural development regulation as well as on Community standards
relating to occupational safety.
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Definition of beneficiaries
Farmers

Description of the farm/forestry advisory systems put in place by the Member State,
including the procedure for the selection of the bodies responsible for the provision of
those services to farmers/forest holders

In accordance with Council Regulation (EC) No 1782/2003, Denmark is obliged to set up a
system for providing farm advisory servicés orderon approving companies and their

staff involved in providing farm advisory services has been issued with the aim of
establishing and operating such a systeanm advisory services are understood to mean
advice provided to farmers about complying witms&ds on environmental, public, animal
and plant health and animal welfare, as well as good agricultural and environmental
conditions (crossompliances).

Associations, partnerships or consultancy firms and other enterprises may apply for approval
to beable to provide advice as part of the farm advisory service, and/or produce
environmental plans and green accouBtdgerprises must also apply for approval for the
employees who will actually provide the farm advisory service and/or produce environmental
plans or green accountBmployees who have not been approved may help in providing the
farm advisory service and in producing environmental plans and green accounts, provided
that they are only assisting the approved employee in preparing the repostierental
plan/accounts.

Enterprises which have been approved must be able to provide a professional, expert
advisory service to farmers regarding crosspliances, as well as environmental and nature
mattersIn other words, there must be employeethaenterprise with the relevant
gualifications.If necessary, partnership agreements may be signed with other enterprises in
order to be able to provide the whole spectrum of advisory services, as well as comply with
the requirement for a professional gomment.

Enterprises must also have the financial and technical facilities for providing the advisory

service When employees are being approved for providing the farm advisory service, one
important factor is that the employee has a professional igatiliin, at least equivalent to

that of an agricultural engineer, environmental engineer or similar backgfewnidermore,

the employee must have at | east two yearsb6 c
sector prior to approvakinally, the employee must have received skills acquisition training,

the content of which complies with the provisions in the order governing grants for

improving skills for the benefit of rural development, especially those providing farm

advisory servicedA deadlinemay be given for meeting this requirement.

Enterprises applying for approval must notify enish Food Industry Agency (F)Af any
changes occur which may have a significant impact on appivalduty to provide
information also applies after appad has been given because BlA must assess whether
the changes have any significant impact on retaining approval.

Approved enterprises must submit a declaration t&-thesvery year confirming that the
terms for approval are still met.
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Eligible cost
Support can be provided for expenses for the use of advisory services. The payment of
support will be based on invoices

A beneficiary can only participate in the scheme aarysecond year.

Amount and rate of support
The maximum amount of suppast1500 euro per holdinger service

Farmers and farm workers are eligible for support for D% of the expenses incurred as
part of skills acquisition.

Priority will be given to farmers receivingmorethandl® 0 U of direct paymer
of CouncilRegulationNo. 1782/2003).

Administration

Applications are sent to tldA, which carries out checkagministrativecontrols, approves
payments and pays the support.Controls on the spot will be carried tnatRignt
Directorateunder theMinistry for Food, Agriculture and Fisheries.

Demarcation
There are no need to descrit@marcation with other EU fundirag no other Fundiill
provide support for the actions described.

Financing
The contribution from the Community is calculated onldhsis of public expenditure.

Total costs1.6 million Euro
Public costs: 0.8 million Euro

Transition arrangements

This measure is similar tctivitiesco-financed under the Rural Development Programme
20002006 pursuant to Council Regulation (EC) N#57/1999. However, no paymemsade

on old contracts from the previous measure shall be declared under the Rural Development
Programme 200G13.

Quantified targets for the EU Common indicators

Type of
indicator Indicator Target 20072013
Output Number offarmers supported 3,500
Number of forest holders
supported 0
Result Increase in agricultural GVA in N
supported farms 2.1 million Euro
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Change in gross value added p

Im . :
pact full time equivalent 149 Euro per year

Program level quantifications

Net additional value expressg¢ 388million Euro
Impact :
In Euro
Change in gross value addec 4,266 Euro per year
Impact per full time (agriculture)
b Equivalent 6,251 Euro per year
(food industry)

Additional programme-specific indicators and quantifiedtargets
None

5.2.1.3 Modernisation of agricultural holdings (Code 121)

As a result of the challenges identified in the Health Check of The Common Agricutural
Policy and the national plan for Green Growth changes have been made to the balance in the
Rural Development Programme budget for 2Q0713 for the remaining 2012013 period

and new sumeasures introduced.

Article which covers the measure
Articles 20(b)(i) and 26 of Council Regulation (EC) No 1698/2005

The measure will include three soleasures:

1)l nvestments in new figreend processes and te
2) On farm hvestments itmproved manure and slurry transport, storage and processing
3) Investments in new production in the field of quality food products

Rationale for intervention

Danish agriculture and, in particular, livestock production are facingieserasing

demands relating to the environment and climate, and with regard to animal welfare, food
safety and quality food products.

Challenges that v@ been duly reflectedin he fAHeal th Checko of the (
Policy and in the Danish Governments Strategy on Green Growth from June 2009.

Environmental and climate restrictions may become the determining factor for investment
within livestock production and the hortlawre industry. The trend towards larger

production units is increasing the focus on the impact of individual enterprises on their
surroundings and creating a need for investments of technologies that can reduce the impact
on the environment, climate, natuand neighbours. In order to meet these challenges the
Ministry of Food, Agriculture and Fisheriésn close cooperation with the Ministry of
Environment in 2006 set up a muiannual husbandry plan as described in chapter 3.2.1

with the aim to promat the introduction of such new technologies.
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The plan was in June 2009 foll owed by the Go
which encompasses a growth vision for nature, environment, climate and agriculture taking
into account the strategic guidelimesnd pr i ori ties from the fiHeal!'t

Investments in new green technologies are not solely a pivotal factor for the further
optimisation of production processes and the
globalised market with consumer demanddoality food products, but also for enabling
agriculture to meet societybés goals for natu
welfare.

The political objective is to use 50 pct. of livestock manure in production og green energy,
which means great capacity must be established. The aim is to have tripled biogas
production by 2020Energy production in biogas plants does beside the production of green
energy provide a tehcnological platform for sustainable handling and recycling of livestock
manureand wastl has many advantages, such as reduced greenhouse gas emissions, less
odour from slurry, better utilisation of nutrients in the manure and reduced nutrient loss,
especially in high density livestock areas.

In order to retain the Danish hailtural nurseries, and thereby around 8,000tfuiE jobs

in primary production, it is necessary to implement technological initiatives which facilitate a

higher salary level in Denmark than in the main countries with which the industry competes,

ieeHd | and and Germany. The aim is to reduce tl
of pesticides and nitrogen. In addition, the low consumption of pesticides and nitrogen is a
competitive parameter of increasing importance in connection with the dalé ahd

vegetables and plants, and has a positive environmental effect as a side benefit.

Overall, there is a need to provide support to ensure that new processes and technological or
production solutions are adopted within the primary sector, includitige area of nofiood.

This can help to safeguard the competitiveness of Danish agriculture under production
conditions which take into account to a greater extent environmental and climatic effects, as
well as animal welfare. As part of this, a focui lso be placed on organic farming, which
takes into account considerations relating to the environment, climate, nature, animal welfare
and quality food products.

Objectives of the measure

1) Investments of new processes and technologies

The purposef the submeasure is to promote investments in new processes and

technologies, while mitigating undesirable effects on the surrounding society e.g.

technologies to altess environmental and climate challenges.v e st ment s i n new
processes and teigologies promotes innovation and adoption of technologies particular in

relation to climate, remeable energy, water quality and biodiversity prioritised in Council
Regulation (EC) No. 74/20009.

2) On farm investments in improved manure and slurry tramisgtorage and processing.



The purpose of the sub measure is specificaly to promote improved water quality, reduced
methane emrssions and odour nuisances, especially in areas with high livestock densities,
through on farm investments in improved technologies and facilities for transport, storage
and processing slurry and manure for biogas production.

A price of about 4.000 EUR@er installed kW is expected. This means a sswlle plant
producing about 160.000 kW has an investment cost about 640.000 EURO.

See code 311 for investment in biogas production and 321 for support for establishment of
common facilites for biogas proditon.

3) Investments in new production in the field of quality food products
The purpose of the subeasure is to promote investments in new production in the field of
quality food.

Scope and actions
The measure contains three options, which may ket independently or in combination.

A. Conditions

Sectors eligible

Only investments concerning Annex 1 products will be eligiblsectors for which a

surplus production exists and where the Community is facing a difficult situation of
competition on thevorld market investments aimed at expanding production capacity will be
excluded from support.

Definition of new processes and technologies

The support for investment is as a general rule limited to newer and cost effective processes
and technologies faaxample aiming at reducing the impact of livestock production on
neighbours, the environment, the climate and nature, reduction in the loss of nutrients and
increase the &tiency in energy, water, pesticide and fertiliser utilisation.. This is a high

priority in the Danish Rural Development Programme 2007 to 2013, the Government growth
vision for nature, environment, climate and
Common Agricultural Policy . The activities can not include research in accordance with the
Council Regulation (EC) No 1698/200bhe support can include the final stages of
development of new processes and technologies which are evaluated as developed in a
degree which makes them close to commercialisation. The objective is to facilitate and speed
up the process of adopting environmentally friendly technologies.

Investments in technologies which are already widely used on a broader scale in agriculture
will in general not be supported.

However, as an exception, the sukasures for establisment of facilites for anaerobic
treatment of manure and slurry for biogas production and for initiamgproduction in the
field of quality food products, may algoovide support for investment in more known
technologies.

The measure must include the following types of investments only.
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Support for projects concerning investments of new processes and new technologies will be
provided for tangible or intangiblavestments for the following kind of investments:

New environmentally efficient technologies, e.g. aimed at improving water quality,
reducing greenhouse gas and ammonia emissions from livestock production and manure,
including slurry, and reducing odouunisances etc.

Anaerobic treatment of manure and slurry to produce biogas

Improving quality food products and food safety products.

Tracing of products.

Improving animal welfare and animal health.

Investments in organic production.

Improving environmentatondition for the working force.

New technologies aimed at reducing the use of pesticides.

New technologies aimed at reducing the loss of nutrients in connection with feeding, the
circulation of animal feed, as well as the use of manure.

New technologieaimed at reducing the consumption of energy, water, nutrients and
pesticides in the horticultural sector.

New technologies aimed at keeping nutrients in the fields.

Other investments in new processes and technologies.

In case of a project concerning nemvigonmental technologies it is a condition for the
implementation at farm level that the Danish Environmental Authorities can approve the use
after the appropriate procedures (cf. also the Community legislation).

Specifically for the suimeasure for iniating new production in the field of quality food
productsprimary producers can apply for support for investment when the aim is to produce
under an approved quality market scheme.

Specifically for submeasure 2 for anaerobic treatment of manure amdysb produce
biogas primary producers can apply for support for investment in connection with the
establishment of a new facility or expanding the capacity of an existing facility. Support
under this sumeasure is only given to facilities with a pratian corresponding tthe own
energy requirements of the farm where the biogas facility is situabedupport to facilities
with a significant sale of energy see measure 311 and measure 321.

Support under sulmeasure 2 may be offered to-famm invedments(i.e. in slurry treatment,
storage etc.phat arefunctionallyrelated to biogas producti@ctivitiessupporedunder
measure311and321.Costs supported undareasurel21 will not be supported under
measure811 or 321Eligible investmentsvill go beyond what is necessary in order to
comply with minimum obligationfor treatmenthandling and storag# livestock manure
according to the Nitratd3irective Concerning treatment of livestock manure under the N
Directive primary producerwill not be able to intensify their animal husbandry as a result
of establishment of the biogas fagiliProcessetivestock manure will be considered in the
same way as normal livestock manure in relation to implementation of the N Directive. The
national rulesdr utilization of manure (harmony rules) still apply according to the Danish
Law 757/2006 on utilization of fertilizer and plant cover in farming, including the limits of
1.4, 1.7 or 2.3 Livestock Units/ ha respectively.



It is a condition for receivingupport under the whole measure 121 that the holding respects
the EU standards in accordance with Council Regulation (EC) No 1698/2005. Projects with
an environmental effect in designated Natura 2000 areas must be approved by the
environmental authorities.

As a general rule the eligible costs of a project must be a minimum of DKK 300,000 (approx.
EUR 40,000)The Managing Authority may choose to establish a lower gemanahum
levelfor selected types of projects

In general all projects must have trexassary approval from the environmental authorities
in order to ensure that all relevant environmental requirements and legislation are complied
with.

B. Prioritisation

If the sum of amounts applied for goes beyond the available funds for the measure th
projects will be prioritised on the basis of the following parameters in no particular order:
Creating new jobs

Retain jobs

Strengthening the competitiveness.

Reducing the environmental effect of the surroundings, including reduction in the use
of energyand renewing to green energy, by increased energy efficiency, saved energy
or the increased use of renewables.

¢ Contribute to the development of the geographical area, including

vouching for a sturdy production environment.

The Managing Authority (MA) irends to perform one or more calls for applications per
year. The MA may for any given call choose to apply one or more of the above mentioned
parameters as priority criteria or other criteria. If the MA intends to apply other priority
criteria for a givercall than those mentioned above, the MA will beforehand propose these
criteria for theMonitoring Committee for the programnrea written hearingThe

evaluationof applicationswill be based on a comparison of the applied amounttend

priority criteriachosen for the ca(value for money)Before any given call the MA will in
advance advertise the choice of selection and priority criteria.

Description of the requirements and targets with regard to the improvement of the
overall performance of the agrcultural holdings

The national rural development strategy identifies a series of structural factors which create a
need to support the further implementation of new processes and technology and
dissemination of knowledge and innovative practice in the agricultural seotorcbncept

to market. Continued regulation of nature and the environment requires the continued
investment in environmentally efficient processes and technologies. The support scheme is
targeted at these needs.

Yet another objective is for the suppari@ocesses and technologies to reduce the overall

environmental impact on holdings and the rest of the product chain and to enable the primary
producers to meet requirements of producing under a quality market scheme.
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At the end of the project a farmwill be able to perform better in economical as well as
environmental terms through obtainment of reduced costs, better quality products and
reduced pollution form production.

Definition of the type of beneficiaries

Investment support can be applied for farmers (natural or legal persons in agriculture)

and groups of farmers provided that the group is not established as an independent legal
entity outside agriculture.

Eligible cost

e the cost of new machinery and equipment, including computer softvate the
market value of the asset.
e the cost of construction of specialised facilities for storagehamdiling ofmanure
and slurry for biogas production.
e on farm biogas production facilitiegith a production capacity corresponding to the
f ar mo energywequirements.
e the transport equipment necessary for handling manure and slurry for biogas
production.
e general costs such as architects, engineers and consultation fees.
e other costs, which according to the Danish Food Industry Agency may be relevant
and necessary carrying out the project.

The following type of cost is not considered eligible:
¢ the purchase of secoitdind equipment
the purchase of agricultural production rights, animals, annual plants and their
planting
simple replacement investments
ongoing operation expenses
refundable VAT
lease of new machinery and equipment etc.

Aid intensities

Investment projestcarried out by farmers and horticulturalists, and groups of farmers and
horticulturalists (all sizes) can receive support up to 40%etligible expenses. On farm
investments related improved manure and slurry transport, stordgendlingand

processing can receive support up to 20 % of the eligible expenses.

Type of support

As a general rule the payment claim will be based on expenditures already incurred by the
beneficiaries. Payments may be made on the basis of an interim request based on
expenditures incurred.

Financing (transition payments not included)

The contributionfrom the Community is calculated on the basis of public expenditure. All
the figures are based on payments.
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For the submeasure fonvestments of new processes and technologies
20072009

Total costs: EUR 8,8 million

Public costs: EUR 3,5 million

20162013
Total costs: EUR 108 million
Public costs: EUR 43,2 million

For the submeasure foron farm nvestments inmproved manure and slurry transport,
storage and processirf102013:

Total costs: EUR 20,0 million

Public costs: EUR 4,0 million

For the sub measurer initiating new production in the field of quality food products 2007
2009

Total costs: EUR 0,0 million

Public costs: EUR 0,0 million

201062013
Total costs: EUR 9,0 million
Public costs: EUR 3,6 million

Total for all sub meases under 121
20072009

Total costs: EUR 8,8 million

Public costs: EUR 3,5 million

20162013
Total costs: EUR 137 million
Public costs: EUR 50,8 million

Transition arrangements

This measure is similar to activities-inanced under the Rural Development Programme
200062006 pursuant to Council Regulation (EC) No 1257/1999. The following payments
made after 1. January 2007 on old agreements from the previous period will beddeclare
under the Rural Development Programme 2087

Total outstanding public costs: EUR 23.7 million
Of which EAFRD: EUR 11.9 million

Additional national financing

Loan guarantees in the form of AVPkstkauti on
additioral support to investments in small and medsiaeenterprisesLoan guarantees

may be granted to the types of activities which are covered by this measure according to the
general conditions mentioned in State aid clearance No XA 181/2010.



The guaranteeannot exceed 75 % of the loan, and the maximum loan is 10 million DKK.
For each projecthe calculated average support elentérihe loan guarantemrresponding
to a maximum loan guarantee of 7.5 million DKK is calcediggursuant to aapproved
calcultion methodaccording to State aid clearance

The combined rate of support (measure and guarantee) cannot exceed the maximum rate of
support for the measure of 40 fha loan guarantee is granted to a project under this

measure the maximum rate of sogfferedunder this measumeill be reduced by the
calculatedsupport element of the guarantee

In order to ensure that the maximum rate of support to a project is not exceeded the following
procedure and exchange of information will be included in the management system. The
applicant must at the time of application inform the authority whetherdesbaived

AVPkstkautiono to the project. The applicati
the guarantee i f granted, which allows the F
involved in the financing of the project and, consequently, howattieeof support to the

project must be reduced.

Correspondingly, an applicant must at the ti
relevant Danish authority concerning AVbPkstKk

applied for or received supgdo the project under the RDP. This information allows
AVPkst fondenod to check how support from the
project.

Coordination between the FIA and AVbkPkstfonde
with a possible match between applicants under the two support schemes.

The total amount gbrogramme support and additional national support through the
guarantee€annot exceed the total maximum amount of support for eligible expenses as
indicated for this measure. The calculated maximum additional national financing from the
guarantee is found in chapter 8.

Coherence with first pillar of the CAP cf. Annex | of Regulation (EC) 1974/2006

Beneficiaries may not receive support under any measure pursuant to one of the regulations
listed in Annex | to Commission Regulation (EC) No 1974/2006 and support for similar
activities under the corresponding measure pursudotmcil Regulation (EC) No

1698/2005.

If any new programme or scheme shall be introduced nationally within the scope of Annex |
to Regulation 1974/2006, the offices in charge in Danish Food Industry Agency shall
introduce detailed rules of demarcatiorn @omplementarity with the RDP. Administrative
procedures shall be introduced to ensure that a beneficiary may receive support for a given
operation only under one scheme.

Fruit and Vegetable
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The single Common Market Organisation offers a variety of @&tids a general rule these
actions are quite distinct from the rural development programme. However there are
exceptions. The producer organisations in the Danish fruit and vegetable sector may receive
community for many actions similar to the RDP. Thedurcer organisations (POs) in this

field receive Community funding for theirsalled operational funds. The operational funds
are financed jointly by the Community and the POs on a 50/50 basis. The POs may use the
operational funds for a variety of aat®of their own choice. These actions must fall within

one of the following five areas:

e Measures that will optimise the production capacity (for instance investments in new
equipment)

e Measures that will improve marketing conditions

Education and advisomservices

e Environment (i.e. support for activities that will optimise the use of pesticides; lessen the
effects on biodiversity, etc.)

e Innovation

Many of these areas overlap with the rural development; it is therefore possible that the same
action is eligible for support from both programmes. This would be particularly true for the
two schemes for innovation and development in the processing ardtor primary

agriculture and forestry. Eligible measures under these schemes include: Cooperation on
development projects, investment in agricultural enterprises, development and application of
new technologies/new processes/new products etc.

To avoid auble financing of the single activities, the different offices in the Danish Food
Industry Agency (FIA) handling the dag-day management of the operational funds,
respectively the RDP have launched an ongoing collaborative efforeffidneconsists of
the following elements:

e Prior to commitment, an administrative control is performed to avoid overlapping or
double financing for actions undertaken under the operational fund and the RDP. The
FIA offices dealing with the management of support under thenses for market
organisation, respectively innovation in primary agriculture and in the processing sector
under the RDP, are the Export Refunds Office and the Development Subsidies Office.
These two units will arrange for the annual compilation and casgoeof lists of all
projects for which commitments have been made under the market organisation and the
RDP schemes and, on that basis, evaluate the procedure for preventing double financing.

e This collaborative effort will be supported by meetings waguiar mutual briefings on
the activities considered eligible. Every time a new activity is made eligible for the target
group (fruit and vegetable producers), the partner office must be notified and it must be
decided how to restrict the actions or chatigeprogrammes to avoid a duplication of
payments.

e The FIA intends to roll out an administrative procedure to avoid double financing of the
designated actions under which all applications submitted under the two schemes will be
exposed to an administredi control, comparing them to already received applications
and commitments made since 2007 on the basis of all available information about the
final beneficiary (screening by central business registration numbers AND location).
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Temporary restructuring $&me for the sugar industry

Council Regulation (EC) No 320/2006 provides for aid for restructuring measures or for
diversification measures in the sugar indusitgmmission Regulation (EC) 968/2006
establishes detailed rules for the implementation of the temporary restructuring scheme
including measures for control.

The restructuring scheniegan operation in Denmark in 2008 in connection with the quota
for Danih beet sugar production was reduced.

The overall aim of the Diversification Programme for the restructuring of the Danish sugar
industryis to promote a long term and sustainable development in the regions, which are
most severely affected by the resttuing. The programme is focusing on agricultural
enterprises through the application of new technologies, while also reducing undesirable
effects on the surrounding society. The Diversification Programme is being applied in two
designated regionsSealaad and Southern Denmark, which are the regions affected by the
restructuring of the Danish sugar industry.

In the Diversification Programme aid is directed to modernisation of agricultural holdings
underlying legal provisions in Council Regulation (EQ) N698/2005, Axis 1 (art. 20(b)(i)/
code 121)Aid has been allocated to projects, i.e. where new technologies are being
implemented while aiming at reducing ammonia and odours, saving energy, and improving
the working environment.

In the Rural Developm# Programme 2002009 it was a condition that the investment aid
(measure 121) was combined with training or information activities

(measure 111), this was not the case within the Diversification Programme, where the
scheme was focusing on investmentstenagricultural holdings. Furthermore, overlap was
avoided through coordination between the offices in the agency in charge of the scheme for
the sugar industry and the measures of the . RDP

The support schemes referred to in Annex | to Regulation KE&)974/2006 for tobacco,
olive oil, hops, beef and veal, sheep and goats, specific measures for agriculture in the
outermost regions and direct payments according to Article 69 of Regulation (EC) No
1782/2003 are not applied in Denmark. No demarcatioresied.

Demarcation with regard to other Community support instruments

The EU Regional Development Fund (ERDF), Social Fund (ESF) and Fisheries Fund (EFF)
programmes differ from the RDP in terms of targeting of business sectors, scope of projects
and gegraphical targeting.

A general defining principle is that projects involving innovation in the food and forestry
sectors are financed under the RDP, whereas projects promoting conditions for innovation in
general are financed under the ESF and ERDF anagres. The RDP shall offer support to
farmers and horticulturalists. Neither the ERDF nor the ESF programme shall support
specific enterprises nor projects specifically concerning knowledge in food production,
agriculture or forestry.
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The ERDF programmieas no sectelbased restrictions but targets framework conditions for
economy and business development in general. Similarly, the ESF programme is not targeted
at particular sectors but can support training activities in general. The ERDF and ESF may
suppat cooperation projects involving actors from educational and knowledge institutions

and private enterprises. Cooperation projects may involve enterprises from the food or
agriculture sectors if they act as national or regional promoters of growth. Iprogses

may cover more than one fund, they shall be divided integpsojects according to the aims

of each fund.

The EFF programme focuses on the fisheries sector and on development of geographical
areas dependent on fishing. The RDP shall not suppajgcts concerning the fisheries
sector.

To avoid funding of the same eligible projects or expenses by more than one fund the
following procedure and exchange of information will be included in the management
system. The applicant must at the time gflegation inform the authority whether he has
applied for grant or has received grant to the project from other public funds. Each
application must include a specified budget which allows the managing authority to check
how any and all EU and national fundill be involved in the financing of the project.

Before payment to the beneficiary, accounting documentation and an auditor statement is
required. The auditor check will include information on all public funding to the project in
general to avoid multlp funding. If public funding from several public funds is recorded,
the managing authority shall undertake a cross check to all relevant authorities.

Coordination between the managing authorities of all EU funded programmes will be
provided by ensuringepresentation of the relevant managing authorities in the Monitoring
Committee for each EU programme.

Danish Food Industry Agency will make lists of projects funded under the RDP available for
the administration of the other funds in order to avoid tofibancing and to facilitate

policy coordination. Technical coordination meetings or networks shall be called for yearly
between managing authorities of relevant funds in order to compare activities and the support
commitments made under the differentds.

Administrative procedures

Applications are sent to the Danish Food Industry Agency which carries out checks,
administrative controls, approves payments and pays the support. The Danish Food Industry
Agency may appoint a committee, which will assiie Danish Food Industry Agency in
assessing and prioritising applications. Controls on the spot will be carried out by the Plant
Directorate.

Quantified targets for EU indicators

For thesubmeasurdor investments of new processes and technolbgies

Type of indicator Indicator Target 20072009
Outout Number of farms holdings
b supported 130
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Total volume of investment

29.75 mio. Euro

Number of holdings

expressed in EUR

Result introducing new products or
techniques 130
Impact Net additional value

6.9 million Euro

Change in gross value addec

per full time equivalent

EUR 1,041

For thesubmeasurdor investments of green new processes and technologies

expressed in Euro

Type of indicator Indicator Target 20102013
Number of farm holdings
Output supported 840
Total volume of investment EUR 225.3 million
Number of holdings
Result introducing new products or
techniques 840
Impact Net additional value

44 .4 million Euro

Change in gross value adde(

per full time equivalent

EUR 1,041

For the sub measurefor investments inmproved on farmmanure and slurrgransport ,

storage and processing

Type of indicator Indicator Target 20102013
Output Number offarm holdings
supported 75
Total volume of investment | EUR20.0million
Numberof holdings
Result introducing new products or
techniques 75
Net additional value
Impact expressed in Euro 25.4 million
Change in gross value addec
per full time equivalent EUR 1,041
For the sub measure fmitiating new production in the field of quality food produ
Target 2007
Type of indicator Indicator 2009
Output Number of farm holdings
supported 0
Total volume of investment 0

cts




Number of holdings introducing

Result new products or techniques 0
Netadditional value expressed i
Impact EUR 0
Change in gross value added pe
full time equivalent 0

For the sub measure fmitiating new production in the field of quality food products

Target 2010
Type of indicator Indicator 2013
Output Number of farmholdings
supported 30
Total volume of investment EUR 10 million
R Number of holdings introducing
esult )
new products or techniques 30
Net additional value expressed i
Impact EUR EUR 1.35 million
Change in gross value added p€
full time equivalent EUR 35 per year

Total - Programme level quantifications
Net additional value expresse¢ ~ EUR388

mpadt in EUR million
EUR 4,266 per
year

Impact (agriculture)

Change in gross value added EUR 6,251 per
per full time equivalent year
(food industry)

5.2.1.4 Adding value to agricultural and forestry products (Code 123)

Article which covers the measure

Articles 20(b)(iii) 28 of Regulation (EC) No 1698/1999

Article 19 and point 5.3.1.2.3 of Annex Il to Commission Regulation (EC) No 1974/2006.
The measure will include two suimeasures:

1) Investmentaimed at improving efficiency of processes and technologies promoting the
processing of agricultural and forestry production

2) Investments aimed at creating new jobs (implemented through Axis 4)

Rationale for intervention
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The processing agricultural sector plays an important role in the Danish economy. It is
characteristic of the field that there is close and well organised interaction between the

various links throughout the value chain, includthe research and development

communities as an important basis for investments in the processing food enterprises. This
close interaction is one of the fieldds stro
the agricultural sector to competethe global market today.

The result is a competitive enterprise within the food processing sector, where food safety,
the environment, animal welfare, a well educated/trained workforce and working
environment have been governing factors in its deveé. It must be anticipated that trade
between countries and regions will increase and that the forces that govern and influence the
distribution of labour and the global distribution of resources will become less restricted.
Globalisation will thereforeontinue to challenge the competitiveness of the Danish food
sector and will result in an increasing need for ongoing continual investments in new
processes and new technologies. This also applies to organic food and food quality
production.

There is a ned to promote investments in new processes and new technologies within the
processing food and forestry sector, including non food production, and to promote new jobs
in rural areas.

Objectives of the measure

1) Investmentaimed at improving efficiencyf processes and technologies promoting the
processing of agricultural and forestry production

The purpose of the measure is to support investments aimed at promoting added value in the
agricultural and forestry production and improving efficiencpmicesses and technologies
promoting the processing of agricultural and forestry production for renewable energy,
introducing new processes and technologies, opening new market opportunities for
agricultural and forestry products, putting emphasis on fuadity products, improving
environmental protection, occupational safety, hygiene and animal welfare.

The analysis underlying the Green Growth programme has shown that there is a need to
support the development of high value products in the Danish fotat se

2) Investments aimed at creating new jobs (implemented through Axis 4)

The measure will be established under Axis 4 for support with the objective of creating new
jobs. This will be implemented through the Leader approach by the local action ggeeps (
measure sheet 41).

Scope and actions

A. Conditions

Sectors eligible

All sectors are eligibldn sectors for which a surplus production exists and where the
Community is facing a difficult situation of competition on the world market investments
aimedat expanding production capacity will be excluded from support.

Definition of new technologies and processes



The support for investment is as a general rule limited to new technologies and processes for
example aiming at promoting added vailu¢he agrcultural and forestry producticand

improving efficiency of processes and technologies in food produdilemactivities can not
include research in accordance with @muncil Regulation (EC) No 1698/200bhe support

can include the final stages of @éaspment of new technologies which are evaluated as
developed in a degree which makes them close to commercialisation. The objective is to
facilitate and speed up this process.

For the submeasure with the objective of creating new jobs (see measurd tbdsupport
for investment will include new technologies which are commercialised.

Investments in known technologies which are already in use on a broader scale will not be
supported.

The measure shall include support for projects concerning invetstimenew processes and
new technologies. Support will be provided for tangible or intangible investments for the
following kinds of investment:

New environmentally efficient and resource reducing technologies.
Increasing added value, including improvipgality food products.
Improving food safety.

Tracing of products.

Improving animal welfare and animal health.

Investments in organic production.

Improving environmental condition for the working force.

Other investments promoting new processestatiahologies.

Support for investments related to the use of wood as a raw material shall be limited to
working operations prior to industrial processing.

The sub measure concerning creating new jobs will be implemented trough the establishment
of local action groups and the implementation of a locally prepared development strategy.

The investments under the soieasure is not limited to new technologies cf. point 2 above.
Within the framework of this support scheme and a budget framework, the local action
groups will prioritise the initiative with the aim of improving the general quality of life and

job opportunities in a defined geographic area.

It is a condition for receiving support that the applicant respects the EU standards in
accordance witlCouncil Regulation (EC) No 1698/2005.

As a general rule the eligible costs of a project must be a minimum of DKK 300,000 (approx.
EUR 40,000). This rule does not apply for the sub measure concerning creating new jobs
through local action groups.

In geneal all projects must have the necessary approval from the environmental authorities

in order to ensure that all relevant environmental requirements and legislation are complied
with.
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B. Prioritisation

If the sum of amounts applied for goes beyond thdabla funds for the measure the
projects will be prioritized on the basis of the following parameters in not prioritized order:
Creating new jobs

Retain jobs

Strengthening the competitiveness.

Reducing the environmental effect of the surroundings,inaduduction in the use of
energy and renewing to green energy, including by increased energy efficiency, saved
energy or the increased use of renewables.

e Contribute to the development in the geographical area, here under

vouching for a sturdy production@ronment.

The Managing Authority intends to perform one or more calls for applications per year. The
MA may for any given call choose to apply one or more of the above mentioned parameters
as priority criteria or other criteria. If the MA intends to gppiher priority criteria for a

given call than those mentioned above, the MA will beforehand propose these criteria for the
Monitoring Committee for the programnrea written hearingThe evaluatiorof

applicationswill be based on a comparison of the applied amounttangriority criteria

chosen for the ca{ivalue for money)Before any given call the MA will in advance advertise
the choice of selection and priority criteria.

Type and size of beneficiaryenterprise and aid intensities
The provisions are the same for both-subasures.

For investments in small and meditgized enterprises support of up to 40 % may be
granted.

For enterprises which do not come under the definition of small or mesiagdenterprises,

cf. Commission Regulation (EC) No 70/2001 on the application of Articles 87 and 88 of the
Treaty to State aid to small and medisined enterprises, 20% is the maximum amount of
support which can be provided, if the enterprise has fewer7aemployees or a turnover

of less than EUR 200 million.

In case of nomAnnex 1 products being the final product;rdenimis rules apply (Regulation
(EC) No 1998/2006). Even so, the maximum rates indicated in the Annex to Regulation (EC)
No 1698/2005 wi be respected.

In the forestry sectaupport shall be limited to micienterprisesvith a maximum support
rate of 40%

Eligible costs
e Purchase of new machinery and equipment, including computer software up to the
market value of the asset.
e General cets linked to expenditure, such as architects, engineers and consultation
fees.
e Other costs, which according to the FIAmay be relevant and necessary carrying out
the project.

The following type of costs is not considered eligible:
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Lease of new machinegnd equipment etc.
Ongoing operation expenses.

Refundable VAT.

Simple replacement investments

The purchase of secoiiind equipment.

Type of Support

As a general rule the payment claim will be based on expenditures already incurred by the
beneficiariesPayment may be made on the basis of an interim request on expenditures
incurred.

Financing (not including transitional payments)
The contribution from the Community is calculated on the basis of public expenditures. All
the figures are based on pagmts.

20072009

Total costs: EUR 20.6 million
Public costs: EUR 7.1 million
201062013

Total costs: EUR 100.3million
Public costs: EUR 34.6 million

Transition arrangements (including estimated support)

This measure is similar to activities-inanced under the Rural Development Programme
20002006 pursuant to Council Regulation (EC) No 1257/1999. The following payments on
old contracts from the previous period will be declared under the Rural Developmen
Programme 200G13.

Total outstanding public costs; EUR 22.2 million
Of which EAFRD; EUR 11.1 million

Additional national financing

Loan guarantees in the form of AVPkstkauti on
additional support to investmentsamall and mediursize enterprises. Loan guarantees

may be granted to the types of activities which are covered by this measure according to the
general conditions mentioned in State aid clearance No XA 181/20%here applicable,

de minimis rules

Theguarantee cannot exceed 75 % of the loan, and the maximum loan is 10 million DKK.

For each project, the calculated average support element of the loan guarantee corresponding
to a maximum loan guarantee of 7.5 million DKK is calculated pursuant to aovagpr

calculation method according to State aid clearance.

The combined rate of support (measure and guarantee) cannot exceed the maximum rate of
support for the measure of 40&nd where applicable, the de minimis ceilinfya loan
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guarantee is granteéd a project under this measure the maximum rate of support offered
under this measure will be reduced by the calculated support element of the guarantee.

In order to ensure that the maximum rate of support to a project is not exceeded the following
proedure and exchange of information will be included in the management system. The
applicant must at the time of application inform the authority whether he has received

AVPkstkautiono to the project. The apoplicati
the guarantee I f granted, which allows the F
involved in the financing of the project and, consequently, how the rate of support to the

project must be reduced.

Correspondingly, an applicant must atthetimag@p | i cati on f or #AVPkst ka
relevant Danish authority concerning AVbPkstKk
applied for or received support to the project under the RDP. This information allows
AVPkstfondeno t o c he&DRKwillleinvolvedirptpedimancing oftkem t h
project. Coordination between the FIA and AV

projects with a possible match between applicants under the two support schemes.

The total amount gbrogramme suppband additional national support through the
guarantee cannot exceed the total maximum amount of support for eligible expenses as
indicated for this measure. The calculated maximum additional national financing from the
guarantee is found in chapter 8.

Coherence with first pillar of the CAP

Beneficiaries may not receive support under any measure pursuant to one of the regulations
listed in Annex | to Commission Regulation (EC) No 1974/2006 and support for similar
activities under the corresponding measpursuant to Council Regulation (EC) No

1698/2005.

When a new programme or scheme is introduced within the scope of Annex 1 of Regulation
1974/2006 or of the Rural Development Programme, the offices in charge in Danish Food
Industry Agency will clarifywhether there is a potential overlap with activities in pillar 1 and
under the rural development programme. If this is the case the measure will be excluded
from support under the rural development programme. Danish Food Industry Agency shall
introduce adnmistrative procedures or alter support criteria for the relevant measures under
the RDP to avoid overlap and the risk of double financing.

Fruit and Vegetable

The single Common Mark€&rganisatioroffers a variety of actions. As a general rule these
actions are quite distinct from the rural development programme. However there are
exceptions. The producer organisations in the Danish fruit and vegetable sector may receive
community for many actions similar to the RDP. The producer organisations (PQAs) in th

field receive Community funding for their-salled operational funds. The operational funds
are financed jointly by the Community and the POs on a 50/50 basis. The POs may use the
operational funds for a variety of actions of their own choice. Theésmaanust fall within

one of the following five areas:
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e Measures that will optimise the production capacity (for instance investments in new
equipment)

e Measures that will improve marketing conditions

Education and advisory services

¢ Environment (i.e. suppbfor activities that will optimise the use of pesticides; lessen the
effects on biodiversity, etc.)

e Innovation

Many of these areas overlap with the rural development; it is therefore possible that the same
action is eligible for support from both prognares. This would be particularly true for the

two schemes for innovation and development in the processing sector and in primary
agriculture and forestry. Eligible measures under these schemes include: Cooperation on
development projects, investment in agtiural enterprises, development and application of
new technologies/new processes/new products etc.

To avoid double financing of the single activities, the different offices in the FIAhandling the
day-to-day management of the operational funds, respaygtthe RDP have launched an
ongoing collaborative effort. The effort consists of the following elements:

e Prior to commitment, an administrative control is performed to avoid overlapping or
double financing for actions undertaken under the operationdland the RDP. The
FIA offices dealing with the management of support under the schemes for market
organisation, respectively innovation in primary agriculture and in the processing sector
under the RDP, are the Export Refunds Office and the Developmiesitias Office.
These two units will arrange for the annual compilation and comparison of lists of all
projects for which commitments have been made under the market organisation and the
RDP schemes and, on that basis, evaluate the procedure for predentitg financing.

e This collaborative effort will be supported by meetings with regular mutual briefings on
the activities considered eligible. Every time a new activity is made eligible for the target
group (fruit and vegetable producers), the partfiize must be notified and it must be
decided how to restrict the actions or change the programmes to avoid a duplication of
payments.

e The FIA intends to roll out an administrative procedure to avoid double financing of the
designated actions under whiah applications submitted under the two schemes will be
exposed to an administrative control, comparing them to already received applications
and commitments made since 2007 on the basis of all available information about the
final beneficiary (screeninigy central business registration numbers AND location).

Temporary restructuring scheme for the sugar industry

Council Regulation (EC) No 320/2006 provides for aid for restructuring measures or for
diversification measures in the sugar indusitgmmissiamm Regulation (EC) 968/2006
establishes detailed rules for the implementation of the temporary restructuring scheme
including measures for control.

Adding value to agricultural and forestry products was not eligible for support under the
Danish programme.
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The support schemes referred to in Annex | to Regulation (EC) 1974/2006 for tobacco, olive
oil, hops, beef and veal, sheep and goats, specific measures for agriculture in the outermost
regions and direct payments in Article 69 are not relevant or applenmark. No

demarcation is needed.

Demarcation with regard to other Community support instruments

The EU Regional Development Fund (ERDF), Social Fund (ESF) and Fisheries Fund (EFF)
programmes differ from the RDP in terms of targeting of sectorpesaioprojects and
geographical targeting.

A general defining principle is that projects aimed specifically at the food, agriculture and
forestry sectors are financed under the RDP, whereas projects promoting general framework
conditions for business armdeating jobsre financed under the ESF and ERDF programmes.

The RDP may support specific food, agriculture or forestry enterprises, whereas the ERDF
and ESF programmes shall not support specific enterprises nor projects specifically
concerning food mduction, agriculture or forestry. The ERDF programme has no sector
based restrictions but targets framework conditions for economy and business development
in general. Similarly, the ESF programme is not targeted at particular sectors but can support
training activities and promotion of the use of technology in general.

The ERDF and ESF may support cooperation projects involving actors from educational and
knowledge institutions and private enterprises. Cooperation projects may involve enterprises
from the food or agriculture sectors if they act as national or regional promoters of growth. In
case projects may cover more than one fund, they shall be divided irpoogeitts

according to the aims of each fund.

The EFF programme focuses on the fishesexgtor and on development of geographical
areas dependent on fishing. The RDP shall not support projects concerning the fisheries
sector.

To avoid funding of the same eligible projects or expenses by more than one fund the
following procedure and exchange of information will be included in the management
system. The applicant must at the time of application inform the authority whethes he ha
applied for grant or has received grant to the project from other public funds. Each
application must include a specified budget which allows the managing authority to check
how any and all EU and national funds will be involved in the financing ofrtijeqp.

Before payment to the beneficiary, accounting documentation and an auditor statement is
required. The auditor check will include information on all public funding to the project in
general to avoid multiple funding. If public funding from severdlic funds is recorded,

the managing authority shall undertake a cross check to all relevant authorities.

Coordination between the managing authorities of all EU funded programmes will be

provided by ensuring representation of the relevant managingraigt in the Monitoring
Committee for each EU programme.
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The FIA will make lists of projects funded under the RDP available for the administration of
the other funds in order to avoid double financing and to facilitate policy coordination.
Technical cordination meetings or networks shall be called for yearly between managing
authorities of relevant funds in order to compare activities and the support commitments
made under the different funds.

Administrative procedures

Applications are sent to Danistood Industry Agency, which carries out checks,
administrativecontrols, approves payments and pays the support. The Danish Food Industry
Agencymay appoint a committee, which will assist the Danish Food Industry Agency in
assessing and prioritising apgations.Controls on the spot will be carried out by the Plant
Directorate.

The sub measure concerning creating new jobs will be implemented through the Leader
approach and by local action groups and within the framework of locally prepared
development strategies. Financing and targets for thismraasure can be found in measure
sheet 41.

Quantified targets for EU common indicators

The targets in the table are for the part of the measure that is implemeitadisly Food
Industry Agencyby normal administrative proceduresrgets for the measure concerning
creating new jobs tbe implemented through the Leader approach and by local action groups
and within the framework of locally prepared development strategies can be found in
measure sheet 41.

Investments of processing sector.

Type of indicator Indicator Target 20072009
Output Number of holdings supported 50
Total volume of investment 33 EUR million
Result Number of holdings introducing
new products or techniques 50
Net additional value expressed ir
Impact PPS 23.0 EUR million
Change in gross value added pel
full time equivalent EUR 1,201 per year
Investments of processing sector
Type of indicator Indicator Target 20102013
Output Number of holdings supported 75
Total volume of investment EUR 53 million
Result Number of holdings introducing
new products orechniques 75
Net additional value expressed ir
Impact PPS EUR 37.0 million
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Change in gross value added p
full time equivalent EUR 1,201 per year

Total - Programme level quantifications 20072013

Net additional value expresse EUR 388million
Impact :
In Euro
EUR 4,266 per year
Impact Change in gross value added (agriculture)
P per full time equivalent EUR 6,251 per year
(food industry)

Programme specific indicators and quantified targets
None

5.2.1.5 Cooperation for development of newroducts, processes and technologies in the
agriculture and food sector and the forestry sector (Code 124)

Article which covers the measure
Articles 20 (b) (iv) and 29 of the Council Regulation (EC) No 1698/2005
Articles 20 and point 5.3.1.2.4 of Annextdl Commission Regulation No 1974/2006

Rationale for intervention

Establishment of cooperation projects of development for innovation within the primary
agriculture, food processing and forestry sector can help the Danish agricultural, food
processing sear and forestry sectors to remain competitive by developing new efficient
processes and technologies to overcome environmental problems and to initiate new
production meeting the modern consumers” demand for safety products and quality food
products andhe demands of the growing markets of 4iood products.

Objectives of the measure

The purpose of the scheme is to support establishment of cooperation projects of
development within the agriculture, food processing sector and forestry sector with the aim
of developing new products, processes and technologies, while reducing undesirable effects
on the surrounding society.

Scope actions

A. Conditions

Definition of sectors covered
Primary agricultural sector.
Primary horticultural sector.
Food processingector.
Forestry processing sector.

Definition of new technologies.
The support is limited to the development of new technologies for example aiming at
improving efficiency of processes and technologies in food produdilemactivities can not



include esearch in accordance wiflouncil Regulation (EC) No 1698/200bhe support
will include the development of new kinds of technologies.

Support for development of new products, new processes and new technologies will be
provided based on the followingeas of effort:
e Actions related to new environmentally efficient technologies.
e Improving quality food products and food safety products, here under organic
products.
Tracing of products.
Improving animal welfare and animal health.
Improving environmentalandition for the working force.
Other areas of effort promoting new processes and technologies.

In the framework of a cooperation project at least two of the below listed partners must
participate- and of which one is obligatory, namely the primary secto

e The primary sector.

e The processing sectors.

e Others

In this framework the primary sector can intervene or benefit from the cooperation scheme at
a later moment than other partners.

The roles may be differentiated or the project might be completiitfeaent steps. The
primary sector does not need to be the initiator, and can intervene or benefit from the results
at a later stage.

The cost of the project can be borne by other partners than the primary sector.

As a general rule the eligible costaproject must be a minimum of DKK 300,000 (approx.
EUR 40,000).

B. Prioritisation.

If the sum of amounts applied for goes beyond the available funds for the measure the
projects will be prioritised on the basis of the following parameters in no partmaler:
Creating new jobs

Retain jobs

Strengthening the competitiveness.

Reducing the environmental effect of the surroundings.

Reduction in the use of energy and renewing to green energy, including by increased
energy efficiency, saved energy or thereased use of renewables.

¢ Contribute to the development in the geographical area, here under

vouching for a sturdy production environment.

The evaluation will be based on a comparison of the applied amount and the parameters
above (value for money).

Types of beneficiaries involved
e Primary agricultural holders (all sizes).
e Primary horticulturalists (all sizes).
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¢ [Food processing enterprises (all sizes).
e Forestry processing enterprises (all sizes).
e Others (all sizes).

Types of eligible costs
Preparatory operations such as design, product, process or technology development and tests
and other tangible and/or intangible costs related to the development of new technologies.

Eligible expenses shall be limited to:

(a) Salary for the staff relevaand related to the project.

(b) The purchase or leapairchase of new machinery and equipment, including computer
software up to the market value of the asset necessary for the project for development
of the new technologies (no investments).

(c) Generalcosts linked to expenditures referred to in points (a) and (b), such as
architects, engineers and consultation fees, feasibility studies, the acquisition of
patent rights and licences.

(d) Other costs, which according to the Danish Food Industry Ageagyba relevant
and necessary carrying out the project.

The following costs are not considered eligible:
e Ongoing operation expenses
¢ Refundable VAT
¢ Investments in construction of buildings etc., unless the costs are necessary
to carry out the project.
e Expenditures related to commercial use of the developed product

Rate of support (according to state aid rules on research, development and innovation)
e Small size enterprises can receive up to 60% of the eligible costs of the projects
¢ Medium size enterpris can receive up to 50% of the eligible cost of the project
e Other sizes of enterprises can receive up to 40% of the eligible costs of the project

According to point nine in the state aid rules on research, development and innovation, the
rate of supportan go up to 100% if the project concerns product covered by Annex | to the
Treaty and if all the other conditions lied down in point nine are fulfilled.

Type of support

As a general rule payment claim will be based on expenditures already incurred by th
beneficiaries. Payment may be made on the basis of an interim request based on expenditures
incurred.

Coherence with first pillar of the CAP

Beneficiaries may not receive support under any measure pursuant to one of the regulations
listed in Annex | taCommission Regulation (EC) No 1974/2006 and support for similar
activities under this measure. When a new programme or scheme is introduced within the
scope of Annex 1 to Regulation 1974/2006 or of the Rural Development Programme, the
offices in charge ithe Danish Food Industry Agency will clarify whether there is a potential
overlap with activities in pillar 1 and under the rural development programme. If this is the



case the measure will be excluded from support under the rural development programme.
Danish Food Industry Agency shall introduce administrative procedures or alter support
criteria for the relevant measures under the RDP to avoid overlap and the risk of double
financing.

Fruit and vegetables

The single Common Market Organisation offersadety of actions. As a general rule these
actions are quite distinct from the rural development programme. However there are
exceptions. The producer organisations in the Danish fruit and vegetable sector may receive
community for many actions similar toe RDP. The producer organisations (POs) in this

field receive Community funding for their s@lled operational funds. The operational funds
are financed jointly by the Community and the POs on a 50/50 basis. The POs may use the
operational funds for aaviety of actions of their own choice. These actions must fall within
one of the following five areas:

e Measures that will optimise the production capacity (for instance investments in new
equipment)

¢ Measures that will improve marketing conditions

Education and advisory services

e Environment (i.e. support for activities that will optimise the use of pesticides; lessen the
effects on biodiversity, etc.)

¢ Innovation

Many of these areas overlap with the rural development; it is therefore possible that the same
action is eligible for support from both programmes. This would be particularly true for the
two schemes for innovation and development in the processing sector and in primary
agriculture and forestry. Eligible measures under these schemes include: Gooperat
development projects, investment in agricultural enterprises, development and application of
new technologies/new processes/new products etc.

To avoid double financing of the single activities, the different offices in the FIAhandling the
day-to-day management of the operational funds, respectively the RDP have launched an
ongoing collaborative effort. The effort consists of the following elements:

e Prior to commitment, an administrative control is performed to avoid overlapping or
double financingdr actions undertaken under the operational fund and the RDP. The
FIA offices dealing with the management of support under the schemes for market
organisation, respectively innovation in primary agriculture and in the processing sector
under the RDP, aré¢ Export Refunds Office and the Development Subsidies Office.
These two units will arrange for the annual compilation and comparison of lists of all
projects for which commitments have been made under the market organisation and the
RDP schemes and, oratibasis, evaluate the procedure for preventing double financing.

e This collaborative effort will be supported by meetings with regular mutual briefings on
the activities considered eligible. Every time a new activity is made eligible for the target
group(fruit and vegetable producers), the partner office must be notified and it must be
decided how to restrict the actions or change the programmes to avoid a duplication of
payments.
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e The FIA intends to roll out an administrative procedure to avoid doutdeding of the
designated actions under which all applications submitted under the two schemes will be
exposed to an administrative control, comparing them to already received applications
and commitments made since 2007 on the basis of all availablmatfon about the
final beneficiary (screening by central business registration numbers AND location).

Temporary restructuring scheme for the sugar industry

Council Regulation (EC) No 320/2006 provides for aid for restructuring measures or for
diversification measures in the sugar indusiigmmission Regulation (EC) 968/2006
establishes detailed rules for the implementation of the temporary restructuringesche
including measures for control.

Cooperation for development of new products, processes and technologies in the agriculture
and food sector and the forestry sector was not eligible for support in the Danish programme.

The support schemes referredricAinnex | to Regulation (EC) 1974/2006 for tobacco, olive

oil, hops, beef and veal, sheep and goats, specific measures for agriculture in the outermost
regions and direct payments in Article 69 are not relevant or applied in Denmark. No
demarcation is need.

Demarcation with regard to other Community support instruments

The EU Regional Development Fund (ERDF), Social Fund (ESF) and Fisheries Fund (EFF)
programmes differ from the RDP in terms of targeting of sectors, scope of projects and
geographical taeting.

The ERDF programme has no sedbased restrictions but targets framework conditions for
economy and business development in general. Similarly, the ESF programme is not targeted
at particular sectors but can support training activities in gefgects involving

cooperation for development of new agriculture, food and forestry products are financed
under the RDP, whereas projects that may provide improved framework conditions in
general, are financed under the ERDF programme. The RDP mayrssipgcific food,

agriculture or forestry enterprises. The ERDF and ESF programmes shall not support specific
enterprises or projects specifically concerning food production, agriculture or forestry. The
RDP shall not support projects concerning the figlsesector as such projects shall be

supported under the EFF.

Administrative procedures

Applications are sent to the Danish Food Industry Agency that carry out checks,
administrative controls, approves payments and pays the support. The Morigtogd,
Agriculture and Fisheries may appoint a committee, which will assist the Danish Food
Industry Agency in assessing and prioritising applications.Controls on the spot will be
carried out bythePlant Directorateinder the Ministryor Food, Agriculture ad Fisheries.

Strategic management of larger projects involving innovation and development in the
processing sector will be strengthened. The regional growth forums can be granted a right to
make recommendations concerning larger projects involving itioovand development in

the processing sector if the projects are of special importance for regional economic
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development. The aim is therefore to strengthen coordination between regional economic
g o v e Ifthemeahdevelspment nov at i on

activities
programme.

Transition arrangeme

No transitional arrangements are necessary as this is a new measure compared to the

previous programme

Financing

The contribution from the Community is calculated on the bafspublic expenditures. All

the figures are bas

and t he

nts

period 20Q006.

ed on payments.

20072009 Total cost Public cost (EUR
(EUR million) | million)
Primary sector 4.9 2.47
Processing sector 3,8 1.9
Quiality food products (approved as quality 0,0 0.0
products according to the Community
legislation only, cf. measure 132
Participation of farmers in food quality
schemes)
Total 8,7 4,37
Quantified targets for indicators
All the figures are based on commitments.
Type of indicator Indicator Target 20072009
Number ofcooperation initiatives 34
Output
supported
Number of holdings introducing new 77
Result .
products or techniques
Net additional value expressed in EUR
Impact EUR 54.3 mio.
Change in gross value added per full tin
equivalent EUR 484 per year

Programme levelquantifications 20072013

Impact _Net additional value expressé EUR 388million
in EUR
EUR 4,266 per year
Impact Change in gross value added (agriculture)
per full time equivalent EUR 6,251 per year
(food industry)
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5.2.16 Improving and developinginfrastructure related to the development and
adaptation of agriculture and forestry (Code 125)

Name of the measure

Improving and developing infrastructure related to the development and adaptation of
agriculture and forestryLand consolidation by rparcelling, part of thenational application
schemeNature and environment projegts

Article which covers the measure
Articles 20 (b) (v) and 30 of Regulation (EC) No 1698/1999
Point 5.3.1.2.5 of Annex Il d@ommission Regulation (EC) No 1974/2006

Rationale for intervention

The establishment of environmental and nature projects often involves areas belonging to
more than one agricultural holding. An important means of helping to achieve the desired
effects from an environmental and nature projetansd distribution which can be used to
establish coherent areas.

Objectives of the measure
The purpose of the measure is through land distributicontribute to the competitiveness
of agriculture in the project areas

Scope and actions

Support for &nd distribution will only be given if the land distribution forms part of a larger
nature and environment project proposed under the mddatuse and environment projects
with more than two participating landowners and with a purpose and content wigod e
beyond structural adaptation with a view to economic optimisation of the farm. The
additional purpose and content must relate to the promotion of the environment, nature,
culture or recreational purposes.

In the national application schem@mject combining more than one activity may occur, if

the commitments complement and supplement each other. It shall be ensured that no double
compensation occurBlA shall make legal support commitments with beneficiaries

separately for each activitg a project pursuant to each Article of Regulation 1698/2006 in

use.

Administration

The support scheme will be offered BW. Onthe spot control of support commitments
shall be implemented A or after delegation by the Plant Directorate under thadwly
for Food, Agriculture and Fisheries.

FIA will set up an advisory committee that shall examine project applications submitted
under tle measureTheFIA will select projects for support on the basis of advice from this
committee.

Description of the type of operations

Support is given for the plannirggnd implementatioof the redistribution of land between
farms.
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Type of support
The person planning the land distribution can apply for support. The possible eligible
expenses include:

Support may be given for up to 100% of eligible expenses in the profecpayment claim

expenses fanolding meetings about land distribution, including travel expenses

expenses for the official announcement of land distribution
fee and expenses for the
and preparation of documents
charges for etering land distribution transactions in the land registry and expenses

pl anner so

for registration in the land register, land register certificates and declarations, etc.

shall be based on invoices for expenditures incurred by the benefiddsiasivance

payments shall be applied.

Demarcation with regard to other Community support instruments

Support for these activities shall not be offered ufitherEU Regional Development Fund

(ERDBP), Social Fund (ESF) and Fisheries Fund (Epilegrammes

Financing
The contribution from the Community is calculated on the basis of public expenditures.

Total cost:0,5 million Euro
Public expenditured,5 million Euro

Transition arrangements

This measure is similar to actirds co-financed under the Rural Development Programme

2000-2006pursuant taCouncil Regulation (EC) No 1257/1999. Expenditurexieafter 1
January 2007 will be declared under the RD&elopment Programme 20Q3.

Total outstandingublic costs

Of which EAFRD;

3,4 million Euro
1,7 million Euro

Quantified targets for EU common indicators

The estimated cost per hectare is app. 400 auwldhe estimated area involved in the
measure is,250 hectares or app. 90 hectares per operation

Type of
indicator Indicator Target 200742013
Output Number of operations
supported 14
Total volume of investment 524,171 Euro
Result Increase irgross value added
in supported holdings Maintain GVA
Impact Change.in gross value addec Maintain
per full time equivalent GVA/FTE
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(GVA/FTE)

Programlevel quantifications

Net additional value expresse 388million Euro
Impact :
In Euro
4,266 Eurqoer year
Imoact Change irgross value added (agriculture)
b per full time Equivalent 6,251 Eurgoer year
(food industry)

Additional programme specificindicators and quantified targets

Imoact Reversal in Maintain index level for breeding
P biodiversity decline bird population (IRENA population
(In common : ) .
: ) (farmland bird index for 18 breeds of birds on
with Axis 2 : . . _ :
species population) agricultural land: 106.1 in 2001.)
measures)
Change in high Maintain area (78,000 ha in 2000,
nature value areas commonobjective)

5.2.17 Restoring agricultural production potential damaged by natural disasters and
introducing appropriate prevention actions (Code 126)

Article which covers the measure
Article 20 (b) (vi) of Regulation (EC) No 1698/1999
Point 5.3.1.2.6 of Annex Il d@ommission Regulation (EC) No 1974/2006

Rationale for intervention
Major storm damage and damage because of flooding at high tide occurs in Denmark at
intervals of many years.

Emphasis will be placed on ensuring that @agtural land shall be more robust, so that in
futurethefarmers will be able tbetterwithstand flooding caused by storms and high wind
speeds and regenerate themselves after damage through natural processes.

Support to activities to repair damage @@di to agriculture as a result of a natural disaster
may be important in order to ensure sustainable agriculture in the western parts of Jutland
that are historically the areas most at risk to be flooded.

The scheme will only become effective after stomith extensive storm damage
agricultural land.

Objectives of the measure

The objective of the measure is to ensure contiagedultural competitivenessy
introducing estorative and preventiveeasures against natural disasten®uldthey occur
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Scope and actions

Support for the restoration of agricultural land damaged after a storm or flooding is given as
a fixed support rate for eligible expenses. Eligible expenses concern restoration of
agricultural potential on the agricultural laadd introducing preventive actions against such
damage occurring.

A grant of up to 100% of eligible expenses is given for restoring agricultural potential after
damage resulting from natural disasters, on occurrence of such events.

Eligible expenses cdre investments for:
e restoration of agricultural land and soil quality
e re-establishment or restoration of dikes
e rent of or investment in materials

Only investment expenditusearecovered

In general all projects must have the necessary approval from the environmental authorities
in order to ensure that all relevant environmental requirements and legislation are complied
with. Especially in the case of-establishment or restoration of didéis includegespect of

the provisions of the EU Water Framework Directive.

Beneficiaries
Beneficiaries shall be farmers and mayolaners or tenants of agricultural land damaged
because of flooding, storms or other natural disasters.

Administration

Applications are sent to tHgdA, which carries out checks, administratoantrols, approves
payments and pays the supp@ubntrols on the spot will be carried out tiwe Plant
Directorateunder the Ministryffor Food, Agriculture and Fisheries.

Transition Arrangements.
No transitional arrangements are necessary as this is a new measure compared to the
previous program period 20ZD06.

Financing

The contribution from the Community is calculated on the basis of public expendiduigs.
few fundsare allocatea priorifor restoringagricultural lancafter damagé&om flooding,
storms or other natural disastefsie scheme does not become active until a heavy storm
occurs, andrFlA decides to open the scheme for new applicants.

Total cost:1000 EURD
Public expenditure: 1000 EURO

Quantified targets for EU common indicators

Type of indicator Indicator Target 20072013
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Output Number of beneficiaries Not known
Total volume of investment Not known
Gross value added by

Result supported farmers Not known
Change in gross value addec

Impact per full time equivalent
(GVA/FTE) Not known

Programlevel quantifications

Impact

Net additional value expresse(
in Euro

388 million Euro

Impact

Change in gross value added
per full time Equivalent

4,266Euro per year
(agriculture)

6,251 Euro per year
(food industry)

Additional programme specific indicators and quantified targets

None

5.2.1.8 Participation of farmers in food quality schemes (Code 132)

As a result of thehallenges identified in the Health Check of The Common Agricutural
Policy and the national plan for Green Growttanges have been made to the balance in the

Rural Development Programme budget for 2@073 for the remaining 2012013 period

Article whi ch covers the measure
Articles 20(c) (ii) and 32 of Council Regulation (EC) No 1698/2005
Article 22 and point 5.3.1.3.2 of Annex Il of Regulation (EC) No1974/2006.

Rationale for intervention

The Danish food sector is characterised by strong and inogeasiicentration in the primary
sector, the processing sector and the retail channel. There are several reasoris for this

economic, sockmemographic and technological factors play a decisive role.

The retail channel today has a vital influence on thgeaf products available in food

shops, which represents a marked change in relation to the previous situation, where the

primary producers and the processing industry were virtually alone in defining the range of
food products. The high concentratiortime E UG s
competition between food product suppliers and a constant search for new ways of reducing

costs and improving efficiency. First and foremost through the standardisation of
manufacturing processes and by forcingpheducers to follow these standards in return for

space on the shelves in the supermarkets.

retail sector

It is not just economic factors that have contributed to the standardisation of the food

products market. Demand for convenience foods,-8aweng buying facities and access to
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fast food outside the home have pushed the development of food products in this direction.
Finally, technological development has enabled the rapid adaptation of the food sector.

The analysis underlying the Green Growth Programme (fdhédr information see The
National Strategy for the Rural Development Programme) has shown that there is a need to
support the development of high value products in the Danish food sector.

The result of this economic, soailemographic and technologiadvelopment in the food

sector has been the lack of variation in the range of food products available and the exclusion
of small food product producers from the retail channel. The foundations have also been built
for a new market, which the innovative amr@ative food product producer can exploit by
introducing special high quality products, which are distinct from the standard products and
which can also be sold at higher prices. This also applies to organic production, which
contains positive signals nespect of animal welfare, environmental considerations and

quality.

Through quality labelling schemes, consumers are guaranteed that, in addition to appearance,
taste, etc., invisible quality requirements such as considerations relating toasalfass,

the environment, nature and origin have also been met throughout the entire production
chain. Strict certification requirements which are checked by independent bodies are the
consumersdé guarantee.

Objectives of the measure

The purpose of the agtheme is to support farmers' participation in quality product schemes
and thereby promote the production of quality food products in order to meet consumer
demand.

Scope and actions
Support for the cost of farmeeesdé participat:i

Definition of beneficiaries
Farmers producing under an approved quality market scheme.

Quality market schemes eligible for support
Products approved as quality products according to the Community legislation:

e Geographical indications and designasiar origin for agricultural products and
foodstuffs (Council Regulation (EC) No 510/2006). Lammefjord carrots, Esrom
cheese and Danablu cheese are the Danish marks that are currently approved and
registered under this labelling scheme.

¢ Organic productiomf agricultural products (Council Regulation (EC) No 2092/91, in
process of recasting)

National food quality schemes

Other national schemes will be eligible for supmoty after the approval of the schemes by
a modification of the Danish Rural Developm@&rogram after appropriate procedures.
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The schemes will when approved be established according to the requirements of the
Community legislation:

Food quality schemes recognised by the Member States shall comply with the following
criteria:

e Thespecificity of the final product under such schemes shall be derived from detailed
obligations on farming methods that guarantee: Specific characteristics including the
production process, or a quality of the final product that goes significantly bey®nd th
commercial commodity standards as regards public, animal or plant health, animal
welfare or environmental protection.

e The schemes involve binding product specifications and compliance with those
specifications shall be verified by an independent inspedtody

e The scheme shall be open to all producers

e The scheme shall be transparent and assure complete traceability of the products

e The scheme shall respond to current and foreseeable market opportunities

Administration

Applications are sent to the Danishod Industry Agency (FIA), which carries out checks,
administrative controls, approves payments and pays the support. The FIA may appoint a
committee, which will assist the Danish Food Industry Agency in assessing and prioritising
applications. Controlsrothe spot will be carried out by the Plant Directorate.

The support scheme will be offered by the FIA-tBa spot control of support commitments
shall be implemented by the Plant Directorate under the Ministry for Food, Agriculture and
Fisheries.

Indication of the official authorities responsible for the supervision of the functioning of
the quality scheme and description of the organisational arrangements for the
supervision

The FIA is responsible for this measure. The measure includes already appomiects
only.

National schemes will as mentioned above be eligible for support only after the approval of
the schemes by a modification of the Danish Rural Development Program after appropriate
procedures. Such modifications of the Program shall amibregoinclude the indication of

the official authorities responsible for the supervision of the functioning of the quality
scheme and description of the organisational arrangements for the supervision.

The Danish authority responsible for the overall sup®n of quality schemes is the Danish
Veterinary and Food Administration. The Plant Directorate is in general responsible for the
supervision at farm level while the Danish Veterinary and Food Administration is
responsible at the following levels.

Amount of support per type of eligible scheme

For each type of eligible scheme under the measure (schemes for geographical indications
and designations of origin and organic production of agricultural products and other national
quality schemes approvedaccordance whith appropriate procedures the support is granted
up to 3000 U maxi mum per holding per year.
years for a holding.



The fixed cost includes costs for entering in a supported scheme, annual tontfidnuthe
participation and checks to verify compliance with the specification of the scheme. The level
of support is 50 percent.

Justification of the fixed costs

The payment is based on fixed costs based on costs for entering in a supported scheme,
amual contribution for the participation and checks to verify compliance with the
specification of the scheme. The level of support is set to 50 percent thereof and with a
maxi mum of 3000 U per holding per year.

Financing
The contribution from the Commungits calculated on the basis of public expenditure. All
the figures are based on payments.

Total costs: Omillion Euro

Public costs: 0 million Euro

20102013 Total costs: 2,2 million Euro Public costs: 0,9 million Euro

Transition arrangements

No transitioal arrangements are necessary as this is a new measure compared to the
previous program period 20€ZD06.

Quantified targets for EU common indicators.
All the figures are based on commitments.

Type of
indicator Indicator Target 20072013
Numberof supported farm
Output holdings participating in a 185
guality scheme
Increased value of agriculturg
Result production under recognised
guality scheme In Progress
Net additional value expresse
Impact in Euro 1.7 million Euro
Impact Change in gross valwlded
per full time equivalent 233 Euro per year

Programlevel quantifications

Net additional value expresse 388million Euro
Impact :
in Euro
4,266 Euro per year
Imoact Change in gross value added (agriculture)
b per full time Equivalent 6,251 Euro per year
(food industry)

Additional programme-specific indicators and quantified targets
None.
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Coherence with first pillar

Beneficiaries may not receive support under any measure pursuant to one of the regulations
listed in Annex | to Commission Regulation (EC) No 1974/2006 and support for similar
activities under the corresponding measure pursuant to Council RegulationdeC) N
1698/2005.

When a new programme or scheme is introduced within the scope of Annex 1 of
Commission Regulation No 1974/2006 or of the Rural Development Programme, the offices
in charge in the FIA will clarify whether there is a potential overlap witiviies in pillar 1

and under the rural development programme. If this is the case the measure will be excluded
from support under the rural development program. The FIA shall introduce administrative
procedures or alter support criteria for the relevassisnres under the RDP to avoid overlap

and the risk of double financing.

5.2.1.9 Supporting producer groups for information and promotion activities for
products under food quality schemes (Code 133)

As a result of the challenges identified in the lte&heck of The Common Agricutural
Policy and the national plan for Green Growth changes have been made to the balance in the
Rural Development Programme budget for 2@07.3 for the remaining 2012013 period.

Legal basis
Articles 20(c)(iii) and 33 of Cancil Regulation (EC) No 1698/2005
Article 23 and point 5.3.1.3.3 of Annex Il of Commission Regulation (EC) No 1974/2006.

Objectives of the measure

The purpose of the aid scheme is to support producer groups for information and promotion
activities for poducts under food quality schemes and thereby promote the production of
guality food products in order to meet consumer demand.

Rationale for the measure

The Danish food sector is characterised by strong and increasing concentration in the primary
sector the processing sector and the retail channel. There are several reason$ for this
economic, sockmlemographic and technological factors play a decisive role.

The retail channel today has a vital influence on the range of products available in food

shops, which represents a marked change in relation to the previous situation, where the

primary producers and the processing industry were virtually alone in dgfirerrange of

food products. The high concentration in the
competition between food product suppliers and a constant search for new ways of reducing

costs and improving efficiency. First and foremost through the atdisdtion of

manufacturing processes and by forcing the producers to follow these standards in return for
space on the shelves in the supermarkets.
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It is not just economic factors that have contributed to the standardisation of the food
products markeDemand for convenience foods, tksaving buying facilities and access to
fast food outside the home have pushed the development of food products in this direction.
Finally, technological development has enabled the rapid adaptation of the food sector.

The result of this economic, soaiie@mographic and technological development in the food
sector has been the lack of variation in the range of food products available and the exclusion
of small food product producers from the retail channel. The founddtanesalso been built

for a new market, which the innovative and creative food product producer can exploit by
introducing special high quality products, which are distinct from the standard products and
which can also be sold at higher prices. This afgui@s to organic production, which

contains positive signals in respect of animal welfare, environmental considerations and
quality.

Through quality labelling schemes, consumers are guaranteed that, in addition to appearance,
taste, etc., invisible qu&i requirements such as considerations relating to animal welfare,

the environment, nature and origin have also been met throughout the entire production
chain. Strict certification requirements which are checked by independent bodies are the
consumaantd gu

Scope and actions

Support to activities nationally and in the Community which promotes the knowledge and
sale of the quality products specified, e.g. participation in promotion activities including
exhibitions and fares, advertising in media ancpoint of sale.

The activities shall draw attention to the specific features or advantages of the products
concerned, notably the quality, specific production methods, high animal welfare standards
and respect for the environment linked to the quatheme concerned, and may include the
dissemination of scientific and technical knowledge about these products.

The activities shall concern the type of products covered by the support for food quality
schemes referred to in Article 32 of CouriRégulation (EC) No 1698/2005.

Type of aid
Support based on the eligible costs for the producer groups activities as defined under scope
and actions.

Definition of beneficiaries
Beneficiaries are producer groups meaning all types of organisations egfsdinigast two
producers, which produce under an approved quality market scheme.

Professional and/or interprofessional organisations representing one or more sectors are not
eligible for support.

Quality market schemes eligible for support
Products approved as quality products according to the Community legislation:
e Geographical indications and designations of origin for agricultural products and
foodstuffs (Council Regulation (EC) No 510/2006). Lammefjord carrots, Esrom



cheese and Danabliheese are the Danish marks that are currently approved and
registered under this labelling scheme.

¢ Organic production of agricultural products (Council Regulation (EC) No 2092/91, in
process of recasting)

Other national schemes will be eligible for supgpnly after the approval of the schemes by
a modification of the Danish Rural Development Programme after appropriate procedures
(cif measure 132).

Coherence with first pillar Criteria and administrative rules for ensuring that
operations benefiting excptionally from rural development support in the support
schemes listed in Annex | to the implementing Regulation and in the support
established under Regulation (EC) N° 2826/2000

Beneficiaries may not receive support under any measure pursuant to loaeeagjulations

listed in Annex | to Commission Regulation (EC) No 1974/2006 and support for similar
activities under the corresponding measure pursuant to Council Regulation (EC) No
1698/2005. When a new programme or scheme is introduced within the $¢oper 1 of
Regulation 1974/2006 or of the Rural Development Programme, the offices in charge in the
FIA will clarify whether there is a potential overlap with activities in pillar 1 and under the
rural development programme. If this is the case the uneasll be excluded from support

under the rural development program. The FIA shall introduce administrative procedures or
alter support criteria for the relevant measures under the RDP to avoid overlap and the risk of
double financing.

Fruit and Vegetale

The single Common Market Organisation offers a variety of actions. As a general rule these
actions are quite distinct from the rural development programme. However there are
exceptions. The producer organisations in the Danish fruit and vegetablensagt@ceive
community for many actions similar to the RDP. The producer organisations (POSs) in this
field receive Community funding for their-salled operational funds. The operational funds
are financed jointly by the Community and the POs on a 5@58.brhe POs may use the
operational funds for a variety of actions of their own choice. These actions must fall within
one of the following five areas:

e Measures that will optimise the production capacity (for instance investments in new
equipment)
e Measues that will improve marketing conditions

Education and advisory services

e Environment (i.e. support for activities that will optimise the use of pesticides; lessen the
effects on biodiversity, etc.)

e Innovation

Many of these areas overlap with the rural development; it is therefore possible that the same
action is eligible for support from both programmes. This would be particularly true for the
two schemes for innovation and development in the processing aedtor primary

agriculture and forestry. Eligible measures under these schemes include: Cooperation on
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development projects, investment in agricultural enterprises, development and application of
new technologies/new processes/new products etc.

To avoid auble financing of the single activities, the different offices in the Danish Food
Industry Agency (FIA) handling the dag-day management of the operational funds,
respectively the RDP have launched an ongoing collaborative efforeffidneconsists of
the following elements:

¢ Prior to commitment, an administrative control is performed to avoid overlapping or
double financing for actions undertaken under the operational fund and the RDP. The
FIA offices dealing with the management of support under thenses for market
organisation, respectively innovation in primary agriculture and in the processing sector
under the RDP, are the Export Refunds Office and the Development Subsidies Office.
These two units will arrange for the annual compilation and casgueof lists of all
projects for which commitments have been made under the market organisation and the
RDP schemes and, on that basis, evaluate the procedure for preventing double financing.

e This collaborative effort will be supported by meetings wathular mutual briefings on
the activities considered eligible. Every time a new activity is made eligible for the target
group (fruit and vegetable producers), the partner office must be notified and it must be
decided how to restrict the actions or chatigeprogrammes to avoid a duplication of
payments.

e The FIA intends to roll out an administrative procedure to avoid double financing of the
designated actions under which all applications submitted under the two schemes will be
exposed to andministrative control, comparing them to already received applications
and commitments made since 2007 on the basis of all available information about the
final beneficiary (screening by central business registration numbers AND location).

Information awl promotion activities supported under Regulation (EC) No 3/2008 cannot
receive support under this measure. Under the common market organisations (CMO) for
promotion, the EU can fund measures to provide information on or promote agricultural and
food prodwts on the internal market or in third countries. No such similar support shall be
offered through the RDP.

Demarcation with regard to other Community support instruments

The support offered under this measure shall not be offered under the EU Regional
Development Fund (ERDF), Social Fund (ESF) and Fisheries Fund (EFF) programmes.
Support under the other Funds differ from the RDP in terms of targeting of sectors, scope of
projects and geographical targeting.

Procedure for exante checks on information, promotion, and advertising materials

All draft information, promotion and advertising materials drown up in the context of a

supported activity must comply with Communigglslation. Beneficiaries shall transmit all
such draft materials to the competent authority. The FIA withete check the compliance

with the legislation.

Activities related to the promotion of commercial brands shall not be eligible for support.
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When activities financed under this measure concern a product covered by a EU
geographical indication, a designation of origin or a certificate of specific character, the
community logo provided for under these schemes shall appear on information, promotion
ard/or advertising material.

Summary description of the type of eligible costs

Costs related to specified activities which promotes the knowledge and sale of the quality
products specified, e.g. participation in promotion activities including exhibitiothdaaes,
advertising in media and on point of sale. A summary of the eligible cost is provided below.

Eligible expenses include:
(a) Salary for the staff relevant and related to the project.
(b) Production of promotion and information materiel.
(c) Costdor advertising in media and on the point of sale
(c) Fees for participation in exhibitions and fares.
(d) Other costs, which according to the FIA may be relevant and necessary carrying out
the project.

The following costs are not considered eligible:
e Ongoing operation expenses for a producer group
¢ Refundable VAT

Rates of support

For each type of eligible scheme under the measure (schemes for geographical indications
and designations of origin and organic production of agricultural products andhatiosal
guality schemes approved in accordance with appropriate procedures the FIA) support is
offered up to a maximum of 70% of the eligible costs of the action.

Administration

Applications are sent to the FIA, which carries out checks, administratiteots, approves
payments and pays the support.. Controls on the spot will be carried out by the Plant
Directorate.

Financing
The contribution from the Community is calculated on the basis of public expenditure. All
the figures are based on payments.

2007-2009
Total costs: 3,4 million Euro
Public costs: 2,4 million Euro

20102013
Total costs: 22,6 million Euro
Public costs: 15,8 million Euro

Transitional arrangements
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The measure was also implemented in the previous program perio@2060 but no
transitional arrangements are necessary.

Quantified targets for EU common indicators
All the figures are based on commitments.

Information and promotion

Type of
indicator Indicator Target 20072009
Output | Number of supported actions 32
Result | Value of agricultural production under recognized
quality label Not known
Net additional value expressed in Euro 10.9 Mio. Euro

Impact

Change in gross value added per full time equival 337 Euro per year|

Quantified targets for EU commonindicators
Information and promotion

Type of
indicator Indicator Target 20102013
Output | Number of supported actions 100
Result | Value of agricultural production under recognized
quality label In Progress
Net additional value expressed in Euro 10.9million Euro

Impact

Change in gross value added per full time equival¢ 337 Euro per year

Program-level quantifications
Impact | Net additional value expressed in Euro 388 million Euro
4,266Euro per
Change in gross value added per full time year (agriculture)
Impact | Equivalent 6,251 Euro per
year
(food industry)

5.2.2 The individual measure$§ Axis 2.
The Rural Development Programme and the Natura 2000 and Water Framework directives

Denmarkconfronts obligations concerning nature and environment in connection with the
implementation of the Habitats Directive, the Birds Directive and the Water Framework
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Directive. These obligations will play an important role in the future environmental and
nature initiatives as regards agriculture and forestry.

The means to implement the obligations in the directivessipecific area will follow from
the planning for this area. These means will include measures in the rural development
programme.

The Dansh Government in 2009 launched a new Green Growth vision for Danish
agriculture, nature and the environment. The overall vision is to unify a high level of
environment and nature protection in agriculture with a modern and competitive agricultural
producton.

One of the objectives of the vision is to establish the necessary tools to implement the Natura
2000 and Water Framework directives. In order to obtain the specific goals for the first
planning period for these directivezd(L02015) the vision compses plans for additional

actions for

— establishment of wetlands,
— periodically flooding of agricultural areas adjacent to streams in river valleys

— requirements for permanently cultivatifnee agricultural area in 10 meter border zones
along streams aridkes

— mandatory catch cropscompulsory higher percentage of utilised agricultural area with
catch crops

— improved restoration and conservation of forest and farmland in designated Natura 2000
areas and in other areas designated as particular high naliugeaveas according to the
Danish Nature Conservation Act

— restoration of hydrological conditions in Natura 2000 areas

The first four of the above mentioned activities will be instruments for implementing the EU
Water Framework Directive in designataetas within a first planning period of 202015.
Three of these measures are introduced in the Rural Development Programme (measures
214e Management of wetlands, 216b Nwaductive investments for establishment of
wetlands, periodical flooding of farmid and restoration of natural hydrological conditions,
nonproductive investments and 216c¢ State acquisition of land for protection of
environment.

The following table depicts the new targets set for the new activities that are introduced in
the programma accordance with the Green Growth plan.

New output Green Growth vision (Grgn Vaekstlarget| Rural Development Prograntarget 201613

and effect 20102015
|nd_|cators Ha| Tonneg Tonnes Art. 12 Ha| Tonneg TonnesH Art. 12
AXIs 2 . )

N P| species N species
Mandatory Along all 2.500 160 53.400 2.500 160

cultivationfree
border strips
along all
streams and




lakes, art 38

N2000 yes 10.000 yes
payments art
38
Conservation 130.000 yes 120.000 yes
by grazing or
cutting on
farmland in
N2000, art39
Conservation 40.000 yes 40.000 yes
by grazing or
cutting outside

N2000

Conversion to Add. yes Add. yes
organic 108.000 72.000

farming

Establishment 13.000 1.130 30 8.000 678 10

and

management o
wetlands and
periodical
flooding
upstream
Periodically 30.000 350 11 12.000 154 5
flooding of
farmland
through
reduced
maintenance ol
stream edges
Reestablishme| 17.800 50 12.000 30
t of natural
hydrologic
conditions and
conversion of
farmland to
permanent
grass in N2000
areas
Afforestation 6.900 4.600
of agricultural
land

Natura 2000 8.000 yes 4.000 yes
projects forests

For the activities foestablishment of wetlandspnservation by grazing or cutting,
conversion to organic farming and for afforestation of agricultural land these tagieise
the originally set targets for the programme.

The following national planning processes for the implementatitimediVater framework
Directive and the N2008irectives in Denmarks foreseen..

Natura 2000 directives
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