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1. 
Baseline Analysis of Economic, Social and Environmental Situation 

1.1. Economic Situation in Agriculture, Forestry and Food Processing Industry

Importance of Agriculture and Forestry

Agriculture and forestry have a significant contribution to GDP, exports and employment in Bulgaria. In 2004 the gross value added (GVA), generated in agriculture and forestry in Bulgaria amounted to 1 835.5 MEUR. 

The relative share of agriculture and forestry in the GVA has been decreasing for the last decade. It went down from 18.7% in 1998 to 13.9% in 2000, and to 10.8% in 2004 (Figure 1). The drop of the agriculture’s share in the GVA is explained by the slow and uneven growth of the sector, and the faster growth of the national economy (see Annex 2.1, Table 1).

Figure 1
Gross Value Added in Agriculture and Forestry 
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Source: NSI.
The results of the 2003 Agricultural Census showed that 1.35 million people were engaged in agricultural activities, of which 25% - full time. The volume of the agricultural labour input was 794 thousands Annual Working Units (AWU). According to NSI data, the share of agriculture and forestry in employment was 24.9% in 2004. 

GVA per employed in agriculture and forestry in 2004 was EUR 2 260, while the country average was EUR 5 204.

Agricultural Land Use

The total territory of Bulgaria is 111 sq. km, of which 50.7% agricultural lands and forestry area - 33.1% in 2004 (see Annex 2.1, Table 2). 

In 2004 the utilized agricultural area (UAA) was 5.3 million ha and it covered 48% of the country territory. The arable area was 3.3 million ha, and about 70% of it was concentrated in 3 NUTS 2 regions - North-East, North-Central and South-Central region. 
Permanent grasslands and meadows-orchards accounted to 34% of the UAA and permanent crops – 4%. The fallow land (set-aside) was 0.44 million ha or 13% of the arable land. The temporary not-cultivated land area was 0.45 million ha
.

There is a significant fragmentation of the land ownership in Bulgaria, which was created by the land restitution. The average size of the agricultural plots is 0.64 ha. The size of the plots varies by region, depending on the natural conditions and the crop structure - from 0.26 ha in Smolyan NUTS 3 region to 1.99 ha in Dobrich region
. 

Due to the fragmented land ownership, 79% of UAA of agricultural holdings is leased. About half of the land used by the holdings of natural persons is leased, and 93% of the land of co-operatives and farming companies.

The fragmentation of land ownership is a significant barrier to long-term investments in agriculture, land improvements and efficient use of agricultural machinery. There is a clear need for land consolidation measures, and MAF has been piloting some voluntary land consolidation schemes. 

Structure of Agricultural Holdings

In 2003, 665 thousand agricultural holdings were operating in Bulgaria
. The majority of the holdings (96.8%) cultivated up to 5 ha, which, however, accounted for only 15% of the total UAA
. On the other pole, merely 0.8% of the holdings managed more than 50 ha, but they farmed the majority of the UAA – 78.5% (Figure 2). 
Figure 2
Distribution of Agricultural Holdings by Size of UAA and Employment Creation
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Source: Agrostatistics Directorate, MAF - 2003 Agricultural Census. 

There are substantial differences in the size of the holdings, managed by natural and legal entities (cooperatives, limited companies, sole traders, partnerships). 

In 2003, the vast majority of the agricultural holdings were operated by natural persons (658.6 thousand). These were predominantly small agricultural holdings, 99% of which reported less than 5 ha of UAA.

There were about 7 000 agricultural holdings, managed by legal entities in 2003 (including cooperatives). About half of the agricultural holdings of legal entities reported more than 50 ha agricultural land, which accounted for more than two-thirds of the UAA of all holdings, included in the 2003 census, with an average of 583.8 ha per holding. 

Agricultural co-operative used to have an important contribution to the agricultural value added in the transition period, but their role tends to decline in the last years. In 2003 there were about 2 000 cooperatives, which farmed 40% of the UAA. The 2005 Farm Structure Survey registered a significant decline in the number of cooperatives (23%) and 24% drop of their UAA. 

The big share of very small agricultural holdings of natural persons contributed to a small average size of the Bulgarian agricultural holdings – on average 1.6 Economic size units (ESU). The predominant share of holdings (92.4%) is of size up to 2 ESU. They contribute to only one third of the country’s standard gross margin (SGM). These are primarily self-subsistent farms, which market only a fraction of their produce. 

The existence of a significant share of small holdings is explained by various factors:

First, a significant share of these holdings is operated as an additional income generating activity of retired persons and people, employed in other sectors of economy. Thus, 55% of the holdings (369 thousand) in 2003 were managed by a retired person. It is worth noting that deeply rooted in the Bulgarian traditions is the practicing of agriculture in rural areas. Rural households produce sometimes a significant part of the foods that they consume.

Second, part of the holdings are operated by persons, who lack other employment opportunity. The share of these holdings is likely to be significant as nearly one fifth of the total number of people, engaged in agricultural activities in 2003 defined themselves as unemployed. These agricultural holdings have a significant contribution for reducing the burden of unemployment but they are unstable and inefficient. 

Third, the small agricultural holdings faced significant barriers to growth in the transition period. They lacked access to credits and opportunities for vocational training, while at the same time, most of the holders entered agriculture with limited assets and knowledge. 

It is expected that with the economic growth, the increasing job opportunities and incomes in other sectors, the number of small holdings and thus, the total number of holdings in Bulgaria will register a significant decline. The introduction of area payments is also expected to result in reduction of the number of holdings with less than 1 ha of UAA, which in 2003 were about 500 thousand. Part of the holdings will cease operations, while others will further reduce their size. These developments are already taking place. The 2005 Farm Structure Survey revealed that the number of agricultural holdings dropped by 130 thousand, of which nearly 57 thousand holdings ceased operations. 

It is considered that the majority of large agricultural holdings have already reached an efficient scale and their further growth will be related to modernisation and diversification in non-agricultural activities. They are unlikely to be in a position to compensate the decline in the UAA of the small-scale farms.

Thus, to achieve productivity growth, there is a need of targeted support to the growth of small and medium-sized agricultural holdings (including semi-subsistent) that have the potential to achieve long-term economic viability. 

Labour force

The barriers to growth of small and medium-sized agricultural holdings resulted in a greatly polarised structure of agricultural holdings, where the predominant part of the agricultural employment is created in small, low efficient holdings. Thus, the 2003 Agricultural Census showed that small farms with less than 5 ha of UAA provided part or full time employment to 1.26 million people or 93% the agricultural labour force (Figure 3). The overall input of these farms was nearly 700 thousand AWU or 88% of the total recorded in the census. 

Figure 3
Agriculture Labour Force by Size of the UAA of the Holding
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Source: Agrostatistics Directorate, MAF - 2003 Agricultural Census. 

The number of full-time employed in agriculture, according to the 2003 Agricultural Census data, was 336.3 thousand persons. The 2005 Farm Structure Survey registered a significant decline of 20% in the number of people, engaged with agricultural activities. The number of full-time employed shrunk by a higher percentage – 25% and went down to 254 thousand people. 

The NSI Labour Force Survey (LFS) registered similar trends of reduction of the agricultural employment. According to the LFS data, the number of employed went down from 285.8 in 2003 to 265.4 thousand in 2005, which represented 8.9% of the total number of employed in Bulgaria. 

One of the major problems in the sector is the unfavourable age structure of the farmers. According to the agricultural census data, barely 5% of the holdings’ owners are young people - less than 35 years of age vs. 66% at the age of 55 and more years. 

Similar is the overall structure of the agricultural labour force – 156.8 thousand were less than 35 years of age, and their number was reduced by 55 thousand in the 2003-2005 period. The exodus of young people from agriculture is a serious problem that requires special measures for retaining the young labour force. 

The overall low educational attainment of the employed in agriculture is another problem. The 2004 LFS showed that 57% of the employed in agriculture were with ISCED levels 0 to 2 education (primary and lower secondary education). The share of the employed with tertiary education was only 4.4%, while the country average was 25%. 

In addition, the majority of the people engaged with agricultural activities lack formal agricultural training and managerial and business skills. Merely 2% of the farmers have secondary education in agriculture and only 1% have tertiary degree in agriculture (college, university). 

These clearly reveal the need for development of a system for continuous vocational training of farmers and improvement of the quality, and outreach of the extension services. 

Currently, the extension services to the farmers are given by the National Agricultural Advisory Service (NAAS). It has 28 regional advisory services and analytical laboratory. NAAS offers to the agricultural producers daily information, specialized advices and consultancy. The services offered by NAAS to the agricultural produces are free of charge since NAAS is funded by the budget of MAF. There is a need NAAS to improve the range and the quality of services, and to develop specialised services for different target groups. 

Major Agricultural Sectors

Crop Output 

In 2004, the crop production contributed to 57.8% of the agricultural output. The cereals, vegetables and industrial crops accounted for 80.4% of the value of the crop output. 

Most of the arable land area in 2004 was used for the production of cereals (around 1.9 million ha or 58%), oilseeds (0.6 million ha or 19%), industrial plants (5%) and vegetables (4%). (Tables 3-6, Annex 2.1) 

Major cereal crops are wheat, grain maize corn and barley. The wheat production in 2004 was 4 million tons, grain maize - 2.1 million tons. The North-East and North-Central NUTS 2 regions accounted for about 60% of the wheat and barley production and for 85% of the grain maize production. 

Sunflower seeds and rape are the main oil seeds. In 2004, 1 million tons sunflower was produced. About 70% of it was harvested in the North-East and North-Central regions. 

The 2003 Agricultural Census data revealed that cooperatives grow almost 42% of the cereals and 47% of the oilseed crops. Agro-companies grow respectively 17% and 18% of the cereals and oilseed plants, and the sole trader holdings - 13% and 15%. The remaining areas under cereals and oilseed crops were in holdings of natural persons.

In 2004, the vegetable produce amounted to 1.6 million tons, of which 537 thousand tons potatoes, 237 thousand tons tomatoes, 86 thousand tons cucumbers and gherkins. About 80% of the vegetable production is concentrated in the South parts of Bulgaria. According to the 2003 Agricultural Census, 87% of the vegetables are grown in the small holdings of natural persons. 

In terms of area, the most important permanent crop is vineyards, which accounted for 129.6 thousand ha or 61% of the total permanent crop area. In 2004, about 85 thousand ha of vineyards were harvested and about 351 thousand tons of grapes were produced. About 50% of the vineyards are kept by physical entities. 

The tobacco is an important industrial crop in Bulgaria. The total output of tobacco (raw leaves) in 2004 was estimated at 69.6 thousand tons. The South Central region accounts for 61% of all the tobacco produce. In 2004, there were about 62 thousand registered tobacco growing producers. About three-fourths of them planted less than 0,5 ha, but they accounted for one third the total produce. 

A significant part of the crop production comes from agricultural holdings with mixed type of farming. Mixed holdings produce half of the root crops, one third of barley, vegetables and maize. 

The total area under organic production by the end of 2004 was 12.3 thousand ha, representing 0.23% of the UAA. Of these, 11.9 thousand ha have passed through the necessary transition period, and the remaining ones are still in transition period (before certification is possible) (see also Annex 2.6). 
Bulgaria has big potential for production of energy crops. Approximately 4.8-5.2 million tons annually remain as a biomass after the harvesting of the plant production. The biggest share of plant residues (around 3 million tons) comes from cereals. Part of it is used for livestock breeding and the remaining quantity is ploughed or burned. The main crops that could be used for production of bio-fuels in Bulgaria are cereals, technical crops, oil crops, vegetables, perennials and grasslands.

The productivity of the crop sector is low due to the small size of the farms, low mechanisation, inadequate seeds and land management practices, , etc. 

The lack of investment in agricultural machinery resulted in significantly increased use of manual labour and the related to it low labour productivity. In 2004, the total number of tractors in Bulgaria was about 32 thousand and of harvesters - 10 thousand. Less than 5% of the agricultural holdings of natural persons owned a tractor. A significant part of the agricultural machinery is worn out and outdated. Thus, despite the significant support under SAPARD for modernisation of agricultural machinery, further investments are needed for the crop production sector. 

Significant investments are also needed for planting and replanting of permanent crops, on-farm irrigation and for support of the transition from conventional to organic production. 

Livestock 

Livestock production contributed to 35.7% of the Bulgarian agricultural output. In 2004, the cattle herd amounted to 672 thousand, sheep – 1 692 thousand, pigs – 931 thousand, goats - 718 thousand (see also Annex 2.1 and 2.2). 

The 2003 Agricultural Census revealed that there is a big number of agricultural holdings, specialised in grazing livestock – 117 thousand. They, however, have quite small economic size - 0.8 ESU and account for less than 50% of the stock – 44% of the cattle stock, 36% of the sheep and 27% of the goats. 

One third of the agricultural holdings breed cattle. On average, each holding has 3 animals, of which 2 milking cows. About 90% of the cattle are in holdings of natural persons. More than 80% of the milking cows are reared in herds of less than 10 animals. 

The sheep breeding is also concentrated in small-scaled agricultural holdings. The average number of animals per farm is very small: 57% of the sheep are bred in farms that keep less than 10 animals and only 17% belong to holdings, having more than 50 animals. 

A significant share of the agricultural holdings breed pigs (42%) but the majority of them have 1 to 2 pigs. There are 647 agricultural holdings with more than 100 animals, which accounted for 46% of the total pig-stock. Pig rearing accounts for more than half of the total national meat output. 

In 2004, the poultry-stock amounted to 19.5 million, of which 88% - hens. The predominant part of the poultry production is concentrated in large holdings (93%). Industrially produced eggs account for 60% of the overall output.

It is worth noting that 38% of the poultry, 28% of the pigs, 3% of the cattle, sheep and goat are bred in holdings, which have no UAA.

The small size of the agricultural holdings, the inadequate breeds and animal housing determine the low productivity of the animal-breeding sector. 

The harmonization of the national legislation with the European acquis and the alignment to the Community standards in the area of hygiene, environment protection and animal welfare – particularly in the milk and meat production sectors require significant investments by the Bulgarian agricultural holdings. According to expert estimates, EUR 35 million are necessary only in the milk production sector to comply with the milk quality standards. 81% of the holdings with milking cows have no milking installations. The enforcement of the new European acquis related to egg-laying hens in the poultry branch requires investments of at least EUR 30 million. 

Significant investments must be made also in manure-storing points and in purification installations, especially in the nitrate vulnerable zones. Barely 528 of the present holdings have special site for safe disposal of manure by May 2006.

Food Processing Industry

The gross value added in the food, beverages and tobacco industry in 2004 was 441.6 MEUR
 and it contributed to 2.6% of the overall GVA. The people employed in the enterprises of the sector were 111 thousand, which corresponded to 3.5% of the total number of employed in Bulgaria. The investments in the food processing industry in 2004 were 288 MEUR, which corresponded to 7% of the total investments in the country.

In 2003 there were about 6 500 enterprises, operating in the food, beverages and tobacco sector, 73% of which were micro enterprises and 20% - small enterprises. More than 50 employed had 430 (7%) of the food industry enterprises, of which 63 employed more than 100 persons (see Table 20, Annex 2.3). 

In 2004 the food processing industry contributed to 15% of the industrial output. In 2004 the food industry output increased by 27.6% compared to 2001, which however was lower than the overall growth of the industrial output (40.5%). In the 2001-2004 period, the fastest was the output growth in the meat processing industry (77%), fruits and vegetable processing (66%) and  dairy industry (41.1%). Significant part of the food industry growth could be attributed to the fast growth of the domestic demand. 
The most important food industry sub-sectors  from output point of view  are bread and bakery production (about a quarter of the output and one third of the employment) , beverages (18% of output), meat processing (16% of output) and tobacco (12%). Next come dairy, fruits and vegetables processing, milling, oil industries, each accounting to about 7% of the food industry output. 

The best-performing sectors with higher sales and best answers to the domestic demand are "drinks and beverage production including wine", “meat”, “milk”, “bread and baker’s and confectionary goods “fruits and vegetables” and "milling industry" and “tobacco products”.  The growth in the sales of the food-processing enterprises in 2003 (30% increase compared to 2000 sales, and 21% compared to 2002 data) indicates strong growth potential of the domestic market in the future. The biggest relative increase in the period 2000-2003 was recorded for the canning of fruits and vegetables (105%).(see Annex 2.3, Table 21).
Only a small share of the companies specialise in the processing of organic products and thus, the output is relatively small, focused mainly in the following sub-sectors: drying of herbs, spices, seeds, fruits and vegetables, preparation of canned fruits, vegetables and combined food with low sugar content, processing and packing of honey and bee products, processing and distillation of essential–oil crops, production of oils and beauty products, processing of dairy and sheep milk, freezing of fruits and vegetables.

The processing enterprises are an important market for the agricultural output of Bulgaria. Food processing industry directly purchases more than 75% of the output of wine grapes, milk, poultry, and 30 to 70% - of the fruits (see Annex 2.1, Table 11). The surveys of food processing enterprises show that the efficiency of the processing sector suffers from the structural problems of the Bulgarian farming sector. The small size of the farms results in low quality and/or uneven quantity of the processing industry inputs. The most serious problems have the enterprises, processing animal produce – milk and meat, as the bulk of the inputs come from small-sized farms.
There is a negative trend for decreasing of the number of the operating slaughter houses  and cutting plants for red and white meat should be pointed out, that could lead to a possible threats of not having enough slaughterhouses after 2007 (see Annex 2.3, Table 22). 
Despite significant investments for the modernisation of the food processing industry, supported under the SAPARD programme, it still remains less productive that the other sectors of the Bulgarian economy. GVA per employed in the food processing industry in 2004 was EUR 4 036 or 78% of the country average. 
According to data from an empirical study carried out in 2001
 in 204 enterprises in the processing industry, the assets in 54% of them were worn-out and outdated, 34% had acceptable assets and 12% had modern production assets. 

The existing enterprises need support for their modernization and technological modernization to overcome the low degree of equipment compliance to the EU technological requirements (see Annex 2.3., Table 23) and to become fully competitive after the accession to the EU. The support should be targeted to the sectors with best export potential and to those important for the local market.  For the enterprises that have problems with quantity, quality or the prices of raw materials (milk, meat, wine, fruits and vegetables) the support should be combined with priority measures for increasing the competitiveness of the primary sector .

Bulgaria has a transition period for the raw milk till 31.12.2009 to achieve full compliance with the EU requirements. This brings difficulties for the milk-processing enterprises in the 2007-2009 period because they will have to process two types of milk – fully meeting the EU requirements (for the entire EU market) and milk, not-meeting the standards (to be marketed only in Bulgaria). Additional investments will be necessary for them so that the processing of the two milk types could be separated in their enterprises. According to a derogation of Council Regulation (EC) 2597/97
, the requirements related to the fat content do not apply for the drinking milk for Bulgaria till 30 April 2009
. Processing enterprises will have to make investments to adapt their technology to the requirements for drinking milk of Council Regulation (EC) 2597/97.

The industry needs to invest in order to reach compliance with the newly adopted EU sanitary, veterinary and hygiene requirements, set in the acquis. At the same time, it needs investments to improve the quality and safety of products. Investments are required to renovate the wastewater treatment facilities of the enterprises and the cooling equipment in the collection centres. Priority must be given to funding innovations and the production and marketing of new food products that will diversify the assortment of output.
According to the empirical study of 2001
 in 204 processing enterprises, the major problems regarding the raw materials were: bad quality, insufficient quantities and assortment, high prices, seasonal deficits or surpluses, problems with the delivery, i.e. low degree of vertical integration. Therefore, the support for the processing industry has to be coupled with interventions, targeting improvement of quality and reliability of input supply and there is also a need to support the vertical integration between farmers, processors and other stakeholders of the food chain by supporting joint projects that will introduce new quality products and technologies, and will enlarge the range of the agricultural produce, used for processing.

Foreign Trade with Agricultural Products

In the 2002-2004 period the agricultural exports increased more than two times, which coupled with slower growth of imports, resulted in 23% increase in the agricultural trade balance (see Annex 2.1 Table 12). In 2004 the share of agri-food products accounted for 10.7% of the total export. 

40% of the exports were for the European markets and almost half of the imports originated from the EU. Bulgarian agricultural export is dominated by raw materials and by-products, while the imported products are mostly processed products with high added value.

In 2004 the largest share of exports was recorded in the group of cereals (wheat, maize, barley) - 14%, tobacco and cigarettes - 13.6%, oilseeds (mainly sunflower) - 11.1%, live animals and meat products - 8.1%. (see Annex 2.1, Table 13)

Leading Bulgarian export products to the EU are: tobacco (mainly Oriental varieties), lamb, sunflower seeds, geese liver and honey. 

Forestry

Forests are perceived by the Bulgarian people as part of the national wealth and national identity. The total forest territory of Bulgaria is 4.06 million ha and takes up to 34% of the country’s territory. From these 4.06 million ha 3.6 million ha are afforested territory; 65,9% of the forests have primarily wood-production purposes. The annual timber-growth is 4,2 m3 /ha, and the overall annual growth is 14.5 million m3. With coniferous are covered 30.8% of the afforested areas and the share of the broad leaves forests is 69.2%.

State owned forests are 79.3% of the whole forest area of the country. Municipal and private forests are spread on 842 491 ha (20.7% of all forests). The structure of their ownership is as follows: forests privately owned by individuals or firms – 9.7%; municipal ones – 9.3%, religious entities – 0.6%. The structure of forests’ ownership is uneven throughout the country. The private forests are taking small areas, mostly bellow 1 ha. Non-state forests provide additional incomes and timber to their owners.

Employed in the sector for the year 2004 were around 14 thousand, which corresponded to 0.4% of the total number of employed in Bulgaria. The economic activities in forests expressed by timber cuttings are 5 530 446m3 round timber. The export for the year 2005 is 451 470m3 of round timber, mainly fire wood and timber for cellulose and 259 811m3 processed timber.

The forest owners continue to face difficulties in their access to investments and advice, which indicates insufficient support in this area. The municipalities are just beginning to set up specialized units to manage municipal forests.

Significant investments, however, are necessary for fulfilling some activities, like forest-management, wood felling, improvement of the forest infrastructure and the access of forest owners to advice. The improvement of the economic value of forests could be achieved by planting appropriate species for combustion purposes and investing in installations of equipment to process wood to material, suitable for such combustion. 

The analysis of the economic situation in agriculture, forestry and food processing industry reveals the following general weaknesses: 

· Polarised farming structure with very big number of semi-subsistence farms;

· Fragmented land ownership;

· Low level of educational, inadequate qualification, business and managerial skills of the people, employed in the sector; 

· Worn-out assets and outdated technologies, leading to low labour efficiency. Part of the buildings and equipment are obsolete, as they do not comply with the new standards;

· Low labour productivity;

· General unwillingness for cooperation among small farmers;

· Lack of own capital and difficult access to credit of small agricultural holdings;

· Aging labour force;

· Insufficient pace of afforestation;

· Underdeveloped system for support and training of the private proprietors.

The strengths of Bulgarian agriculture, processing industry and forestry, guiding the future support include: 

· Favourable soil and climatic conditions for production of various products; 

· Rich traditions in the production of various primary products and processed foods; 

· Functioning system of research, training and consultancy units;

· Good image of the Bulgarian agricultural products and food stuffs in the Central and Eastern European countries;

· Availability of substantial production capacity in the industry;

· Proximity to main export markets;

· Well-developed network of centralized, regional and local forestry administration, practically covering the whole territory of the state. 

1.2. Protection of Environment and Land Management

Biodiversity

Bulgaria is among the European countries with richer biodiversity, including a number of rare and endemic species. The Bulgarian flora comprises between 3 550 and 3 750 higher plant species. The 1984 issue of the Bulgarian Red Book listed 763 of them. More than 750 plants from the Bulgarian flora are used as medicinal plants. More than 250 of them are assessed as important for the economy. Bulgaria annually exports approximately 15 500 tons of herbs with clear prospects for growth in the exported quantities. Bulgarians traditionally grow local varieties in their gardens, which is a prerequisite for preserving the significant diversity of old, primitive varieties (folks’ selection), local populations and their forms. The Institute for Plant Genetic Resources in Sadovo has a big collection of 2 916 cereal plants, 410 grain-leguminous and 2 154 vegetable cultures, collected from various locations in the country. All of them are rated according to the respective indicators (following classifications and methodologies) and need special care for preservation.

The extraordinary diversity of animal species in Bulgaria is of international significance. The country hosts more than 27 000 invertebrate species. The vertebrate fauna of Bulgaria is the best studied animal group in the country; it comprises more than 750 species: 94 mammal species, more than 400 bird species, 36 reptiles, 16 amphibians and 207 fish, living in the Black Sea, the Danube and the inland water bodies. Bulgaria may claim specific attitude towards the later groups, as they are quite distinctly unique. The old local (aboriginal) breeds of animals make part of the national heritage. The traditionally reared Bulgarian breeds have adapted well to the local conditions and are resistant to diseases. Because of this, they are preferred for the organic production schemes, which conditions prohibit the use of veterinary medications. Data, provided by the MoEW, indicate that all 37 typical Bulgarian animal breeds have been endangered during the last several decades – 6 are irreversibly extinct, 12 are almost extinct, 16 are endangered and 3 are potentially endangered. The loss of populations of local breeds is contradicting with the principles for sustainable development in agriculture and with the appropriate management of genetic resources.

By the end of 2004, the number of the protected areas in Bulgaria is 866, and their total territory is 544395 ha – corresponding to 5% of the Bulgaria’s territory. The protected areas are separated in the following categories: 3 national parks, 55 reserves, 10 nature parks, 346 nature monuments, 409 protected localities and 35 maintained reserves. The Nature and National parks have the biggest share of the protected areas’ territory: 44.95% and 27.62% respectively. The strictly protected areas, including reserves, national parks and maintained reserves cover 2.66% of the country territory.

Many of the protected areas of Bulgaria are internationally significant. Two objects (“Pirin” National Park and “Sreburna” bio-sphere preserve) have been recognized as World’s natural heritage under the Convention for the protection of the World’s cultural and natural heritage (1972). Seventeen of the areas have been enlisted as biosphere reserves under the UNESCO’s “Man and Bio-sphere” Programme. Four sites have been identified as important wetlands of international significance (the Ramsar Convention). Presently, the Bulgarian list of internationally important wetlands consists of 10 locations with a total area of 20 306 ha or 0,2% of the country’s territory. There are another 23 locations, recognized of special conservational importance for waterfowl, which are supposed to be included in the Ramsar convention coverage. 
High nature value farmlands are also common for Bulgaria. According to the definition of the European Agency on Environment, approximately 20% of the agricultural lands of Bulgaria are lands of high nature value.

The permanent grasslands, most of which are semi-natural, spread on approximately 34% of the utilized agricultural area in year 2004. The semi-natural grasslands are among the most valuable ecosystems of the agricultural landscape. They result from continual agricultural practices of the humankind for utilizing the grasslands for grazing or/and mowing. The semi-natural habitats in Bulgaria experience different types of pressure, which causes drop in their biodiversity:

· Following the huge decline in the numbers of livestock during the 1990s and the continuing low prices for milk and meat, many high nature value pastures are now under-grazed or abandoned. As grazing is reduced or abandoned, so is the mowing of meadows and a process of succession begins with the intrusion of shrubs and trees into the grassland and the dominance of more competitive grassland species. 

· With the poor economic returns from keeping grazing animals on semi-natural grasslands, many farmers in lowland areas and on more fertile soils resort to the conversion of grassland to arable crops, vineyards or orchards. This results in irreversible loss of plant diversity and subsequent disappearance of associated invertebrate and vertebrate communities;

· When semi-natural grasslands are owned by municipal authorities and located close to settlements, they are often used for common grazing by local people. In contrast to the pressures, described above, this often leads to over-grazing and pasture degradation with the loss of all previous nature value.

In general, the changes in the Bulgarian agriculture during the past 15 years has led to a decrease in the use of chemicals and fertilizers, to fragmentation of the holdings and to restoration of some natural elements of the agricultural landscape; this has positive general effect on biodiversity. Parallel to that, abandonment of lands with resulting cessation of meadow cutting also appeared and has negative influence on the biodiversity. Another negative trend is the transformation of high nature-value areas (like pastures, meadows) into arable lands and perennial plantations (vineyards, orchards). The inappropriate agricultural management practices and activities, the reckless collection and depletion of plants and animals, have led to a loss of gene pool diversity and biodiversity. The threats to the coastal ecosystems include water pollution, reckless collection of rare and endangered species, introduction of alien species. In the case of the wetland zones, the major problems are associated with drying up, changing the water regime, engineer works on the riverbanks and the respective extermination of plant and animal species, and loss of complete natural habitats.

NATURA 2000 Network

The sites falling within the pan European NATURA 2000 network should be identified in accordance with the two major EU Directives, aiming to preserve the environment: Directive 92/43/ЕЕС on the preservation of natural habitats and wild flora and fauna (abridged to ‘The Directive on Habitats’) and Directive 79/409/ЕЕС on the preservation of wild birds (abridged to ‘The Directive on Birds’). The requirements set in the two Directives have been transposed in the Bulgarian legislation through the Biodiversity Act (BA), which was adopted in August 2002 by the National Assembly. According to the Act, the locations are announced protected zones as part of the national eco-network. It is envisaged that all protected sites, according to Birds Directive, to be declared as such till the end of 2007 and the first sites for habitat protection to be identified till the beginning of the year 2010. By the present moment, a study on potential protected zones for birds has been completed; the areas have been identified and the MoEW is expected to propose 114 potential NATURA 2000 sites, which meet the criteria for special protected areas (SPA). The total area of the sites cover 2 601 785 ha or 23.4% of the total Bulgarian territory, out of which 54 271 ha are aquatory. This area is divided into 44% private and municipal lands and 56% - state owned. Of this area 48% are forests and 39% (998 461 ha) - agricultural lands. They will become an official part of the European Environmental Network till the end of the year 2006 through ordinances, issued by the MoEW, declaring them as protected. These ordinances will enforce mandatory restrictions for agricultural activities. 

Potential NATURA 2000 sites to be identified according to the Directive on Habitats are still in identification process; until present, their total territory sums up at 4 064 548 ha (including aquatory); this area corresponds to 36% of the country surface plus 11 860 ha of aquatory.

Agricultural lands (CLC, level 1, class 2) occupy 25.9% of the studied NATURA 2000 territory; their share in the total agricultural lands of Bulgaria equals to approximately 18%. The prevailing type of agricultural lands, included in the NATURA 2000 territory, are lands with significant portions of natural flora, as well as pastures. The inclusion of lands with intensive agricultural production practices in the NATURA 2000 territory has been avoided.

The woodlands and the semi-natural areas (CLC, level 1, class 3) prevail on the Network’s territory – their share is 68.7%. Their share in the network’s territory corresponds to 58% of the total coverage of such areas in Bulgaria.

The proposed Network’s territory envelops best the wetlands. The salty marshlands and peat, and almost 90% of the seaside lagoons, all of which identified through the CORINE project version 2000, are included in the proposed network.

Almost all basic European types of habitats are represented in Bulgaria. In its relatively small territory are represented diverse and unique societies and ecosystems of great biodiversity importance. According to estimations, based on the habitat classification system, there are 700 types of habitats, out of which 90 are typical only for Bulgaria. Of these habitats 15% are of conservational importance according to European regulations. The perspective is the designated habitats according to Habitat Directive to become an official part of the NATURA 2000 Network in 2010. By then, they will be regarded as HNV farmlands and will have the priority to be supported under the measures for HNV farmlands management, elaborated in the National Agri-environmental Programme 2007–2013. This will contribute to the achievement of halting the loss of biodiversity by 2010. 
Water 

Bulgaria is not rich in water resources. The surface water resources are 70% of the total water resources, and the underground ones add up the remaining 30%. The rivers flow into two basins: Black Sea (receiving 57% of the flow; 42% coming through the Danube River) and Aegean Sea (receiving 43% of the flow). The Water framework directive 2000/60/ES is still not fully transposed in the national legislation for the waters and yet there is no plan, developed for its implementation. Approximately 75% of the river-length is in condition, meeting the normative indicators for good water quality. It is envisaged that water basin management plans have to be elaborated till 2009. 

Major problems, regarding the quality of the waters, refer to: the pollution of settlements and the farms, which fail to meet the requirements, lack of safe-places for storing manure, lack of sewer system in many settlements, etc. The agricultural census in 2003 indicated that only 528 holdings have safe manure-pile sites and 484 836 have only primitive dunghills; this calls for special measures to help the farmers in establishing the manure storage capacities.

Nitrate Contamination of Agricultural Origin 

Nitrate vulnerable zones have been defined with Order № RD-795/10.08.2004 by the Minister of Environment and Waters; they cover entirely or partially the territories of 96 municipalities, or 60% of the country territory. According to expert opinions, the vulnerable zones are spread over 355 885 ha agricultural land. The first Bulgarian Action Programme for restricting and decreasing the contamination in vulnerable zones is in process of elaboration. It will be finalized and enforced in 2006 and its update is foreseen in four-year period.

The Minister of Agriculture and Forestry enforced the Code for good agricultural practices with Ordinance RD 09-431/22.08.2005. The Code was established in pursuance to Ordinance № 2/16.10.2000 on protecting waters from contamination with nitrates with agricultural origin, enforced jointly by the Minister on Environment and Waters, the Minister on Healthcare and the Minister of Agriculture and Forestry (published in State Gazette 87/24.10.2000). The Ordinance transposed Directive 91/676/EEC on protecting waters from contamination with nitrates with agricultural origin (referred to as the Nitrate Directive in short). The legislation provides instructions for the appropriate application of organic and mineral fertilizers (specifically on sloping terrains) and their appropriate storage, so that the possibility for contaminating the surface and underground waters can be avoided.

The implementation of the good agricultural practices is compulsory for the farmers’ holdings, placed in protected sanitary zones around sources and installations for the provision of drinking water; the same obligation exists for farmers, operating near sources of mineral water used for medicinal prophylactic and hygiene purposes, as well as source of drinking water, and sources of mineral water used for medicinal prophylactic and hygiene purposes. For the farmers within the vulnerable zones, the Codes will become obligatory through the implementation of the Action Programme for restricting and decreasing the contamination in vulnerable zones.

Soils

In Bulgaria there are factors, which indicate that the degradation processes may afflict the country. These factors are complex and involve degradation processes, such as, all types of soil erosion, acidification, salinization, pollution, destruction, etc.

More than 60% of the country is afflicted in various degrees by erosion processes, while in the southernmost parts, the foothills of the Balkan Mountain and the Loudogorie and the mountain areas prone to erosion reach 70%. Heavily affected by erosion are 11,8% of the total territory. Of agricultural lands 65% are at risk of water erosion and 24% are at wind erosion risk. Average annual intensity of the water erosion process varies according to land use, but the soil losses are esteemed on average 12.256 t/ha annually. The risk of irrigation erosion is neglectfully low as far as this process takes place commonly in areas under irrigation with slope bigger than 3 degrees. The majority of such lands are not irrigated since 1990s. The highest risk of irrigation erosion is where gravitational irrigation is used in furrows. Forests affected by water erosion cover 291 838 ha. The data shows a permanent trend of soil structure degradation in arable lands. The support to activities, related to the use of agricultural lands in less favoured areas, and the adherence to the good agriculture and environmental conditions in these regions will diminish the abandoning of the lands there, and will lead to decrease in the erosion processes.

The distribution of erosion risk and the water-caused erosion losses shows that afflicted areas are mostly having losses of over 5 t/ha and are with moderate to very high erosion risk. Contrary to the erosion caused by water (typical for mountain and hilly areas), the wind erosion occurs mainly in large and open plains. 

The described degradation processes decrease the multi-functionality of the soils in the affected areas or fully destroy them, which is a threat for their future use in agricultural activities.

Climate 

Bulgaria prepared National Action Plan for combating climate change as a response to its obligations, assigned in 2000 according to Kyoto Protocol. In the Plan two basic groups of measures are justified and assigned to the Ministry of Agriculture and Forestry. The first group aimed at adaptation of agricultural sector to climate change and the second one aimed at decrease of greenhouse gas emissions from agricultural origin. Bulgaria has the obligation to decrease greenhouse gas emissions with 8% of the total quantity emitted in 1988, taken as basis year. For the 2008–2012 period, the limit is 144 523 000 tons of CO2 equivalent. This means, according to expert opinions, that 10 million tons annually are left as a reserve for Bulgaria. 

Efficient management of solid and liquid manure is essential for the reduction of methane and ammonia emissions, originating from biologic fermentation processes in livestock breeding. 

For 2003, the trend of emission stabilization shows levels of less than 56 kg/per year, which is less compared to the past years levels. Even the pessimistic prognosis for the country shows values lower than the limit of 108 kg/per year both in short-term (2010) and long-term (2020) perspective in compliance with the National Programme for limitation of total emissions of sulphur dioxide, VOC and ammonia, which is elaborated according to implementation of the requirements, laid down by Directive 2001/81/ЕС.

The overall analysis of the biodiversity, the soils and waters of Bulgaria indicates the following main threats:

· Loss of biodiversity due to:

· ceasing the meadow-cutting activities;

· transformation of pastures, grasslands and meadows into arable lands and perennial plantations;

· reckless collection and depletion/extermination of plant and animal species;

· change in the water regimes, engineers works on the riverbanks/for coastal habitats.

· Contamination of water bodies by agricultural activities:

· lack of safe manure storage capacities;

· lack of sewerage systems in many of the settlements;

· intensive and monoculture agriculture in vulnerable/sensitive zones.

·  Loss of soil multi-functionality, resulting from:

· water and wind erosion;

· reduction of the soil organic matter;

· monoculture production patterns, lack of crop rotation;

· salinization of soils;

· acidification of soils;

· mechanical soil destruction.

1.3. Socio-economic Situation of Rural Areas 

Population 

Bulgaria is divided into 6 planning regions (NUTS 2), 28 administrative regions (NUTS 3) and 264 municipalities (LAU 1). According to the OECD definition, there are 20 predominantly rural NUTS 3 regions, seven - intermediary rural regions and only one predominantly urban region - the capital Sofia
. Thus, predominantly and intermediary rural regions cover 98.8% of the territory and account for 84.3% of the population of Bulgaria
. 

The national definition, used under SAPARD plan, defines rural areas as municipalities, in which no settlement has a population over 30 thousand people. According to this definition, 233 municipalities in Bulgaria are classified as rural. The rural areas represent 81% of the Bulgarian territory and 42% of the population. 

The population density in the rural areas is two times lower than the average for the country (35.8 vs. 69.9 inhabitants per sq. km, respectively)
. The average number of the population in rural municipalities is 13.8 thousand people, however, there are significant differences between the rural municipalities. About 40% of the rural municipalities (100) are of small size – with population below 10 thousand people, and in this group almost one third of the municipalities have less than 5 thousand people. The population density in the small municipalities is only 22.3 inhabitants per sq. km. 

In 2004 the population of rural areas was 3.2 million. They reside in nearly 4 000 villages and 200 rural towns (see Table 25-26 in Annex 2.4). 

According to the relevant data from the 2001 Census, out of a total population of 7 928 901, 6 655 210 persons identified themselves as belonging to the Bulgarian ethnic group, 746 644 persons – as Turks, 370 908 persons – as Roma, 69 294 persons as belonging to other ethnic groups, and 86 915 persons chose not to self-identify themselves.There are 235 thousand Roma, living in the rural municipalities of Bulgaria, and about half of them live in the villages of rural areas. 

The overall population of Bulgaria has been declining but in the rural areas, the rate of population decline is significantly higher. Between the 1992 and 2001 Census, the population of rural areas dropped by 351 thousand people. 

In 2004, the registered rate of rural population decline was -10.4‰ compared to -1.5‰ of urban. The major contributor of population decline in rural areas is the negative natural growth (-7.5‰ in 2004). Rural and urban areas have almost the same birth rates (9‰) but the death rate of rural population is significantly higher. The migration from rural to urban areas contributed to 2.9‰ decrease of the rural population in 2004. 

Figure 4
Age Structure of Rural and Urban Population (2004)
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The age structure of the rural population is less favourable than the urban one due to the comparatively low share of population at working age (Figure 4). 

The share of the population below working age is slightly higher in rural areas. About 45% of the population below working age live in rural areas. The rural areas, however, have problems in retaining the young population. Thus, in rural areas the population at working age is 7 percentage points lower than in urban areas (57% in rural areas vs. 65% in urban areas). 

The share of the population above working age is 27% in rural areas. In the North-West and North-Central regions, the share of the population above working age exceeds 30% (Table 29, Annex 2.4). In rural areas reside almost half of the population above working age.

Figure 5
Educational Status of the Population between 25 and 64 Years of Age in Rural and Urban Areas (2001)
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The educational status of rural population is significantly lower than of urban. The illiteracy rate in rural municipalities is two times higher than in urban areas (1.7% of the population between 25 and 64 years of age). Almost half of the population in rural areas have no secondary education, compared to 20% in urban areas (Figure 5). There are significant differences in the shares of the population with university education – 5.5% in rural areas versus 20.6% in urban areas. 

Structure of Rural Economy

The predominately and intermediate rural regions generated in 2003 about 70% of the Bulgarian GDP and contributed to nearly 80% of the employment in Bulgaria
. 

Rural areas in Bulgaria are highly dependent on agriculture. In 2003, in the predominately rural regions the share of agriculture and forestry in GVA was 50% higher than the average for Bulgaria (15.6% vs. 11.4%). There are significant differences on NUTS 3 and LAU 1 level. Thus, in nine NUTS 3 regions the share of agriculture in GVA exceeded 20%, reaching as high as 38% in Silistra district. 

The importance of agriculture and forestry for employment is even higher. In the predominantly rural regions 33% of the employment is in agriculture and forestry, and in the intermediary rural regions it is 27% (Figure 6). The situation varies significantly by NUT 3 region. Thus, in one quarter of the NUTS 3 regions, the share of primary sectors in employment is higher than 40%. As already commented in previous section, the bulk of this employment is generated in low productive subsistent or semi-subsistent farms, indicating high rural underemployment and rural poverty. 

Figure 6
Employment by Sector (2002)
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Services are the second in importance for GDP and employment in rural areas, generating 55% of the GVA and 40% of the employment. In the service sector operate the major part of the companies in rural areas. The service sector is concentrated in retail trade and catering. 

There is a good potential for development of rural tourism in rural municipalities but it is still underdeveloped. In 2004 there were 107.4 thousand bed places in rural municipalities, but 80% of them are concentrated in 12 municipalities, specialised in mass sea and ski tourism. 

Industry contributes to about 30% of GDP and employment in rural areas. 

There is an underdeveloped SME sector in rural areas. The company density in rural areas is significantly lower than in urban areas. In 2004, in the predominantly rural areas there were 26 companies per 1 000 inhabitants, while in the predominantly urban areas there were 35 companies. SMEs in rural areas work predominantly for the local (municipal/regional) market. 

Employment and Incomes

According to NSI Labour Force Survey (LFS), conducted in 2004, the labour force in the predominately rural areas was 1 851 thousand people and in the intermediary rural areas – 878 thousand people. 

The predominantly and intermediary rural areas are characterised by a very low labour force participation rate. The 2004 LFS revealed that less than half of the population above 15 years of age in the predominantly rural areas is employed or seeking actively for a job (see also Table 30, Annex 2.4). The low labour force participation rate is explained by the poor employment opportunities in rural areas. 

According to 2004 LFS, the total number of employed in the predominately and intermediary rural regions was 2 388 thousand people. The employment rate was very low – 42% of the labour force. 

The registered unemployment rate in rural municipalities has been decreasing for the last years but still it remains very high - 19.2% in 2004. In 34 rural municipalities, the unemployment rate exceeds 30%. There are significant and persistent disparities in the unemployment rate of urban and rural areas (Figure 8). 

Figure 7
Unemployment Rate in Rural and Urban Municipalities 
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A significant problem in rural municipalities is the high level of long-term unemployment. In 2004, the long-term unemployment rate in rural areas was 11.3% compared to 3.6% in urban areas (Table 31, Annex 2.4). The high long-term unemployment rate is explained by the lack of employment opportunities in rural areas and the deteriorating quality of the labour force. The surveys of rural areas show that despite the high unemployment, entrepreneurs encounter difficulties in finding qualified labour force. 

The high unemployment rate of young people is an additional problem that leads to immigration of young labour force from rural area. 

GDP per capita in the predominately and intermediate rural areas is 2.2 times lower than in the predominantly urban areas. 

The share of people living in poverty is significantly higher in rural areas. This is related to the lower wages, the higher unemployment and underemployment rates, the high share of population, living on pensions and social security benefits as well as to the high costs of social services. The latest World Bank study on poverty in Bulgaria revealed that poverty rates are four times higher in villages and the households that live in villages comprise 66% of the poor population
. The survey also revealed higher poverty rate among ethnic minorities. Thus, poverty rate among Roma people was 62%, among Turks - 21% and among Bulgarians - 6%. All conducted studies register that ethnic minority groups, mainly Roma, are at a higher risk of social exclusion. The higher poverty rate among ethnic minorities is determined by the significantly higher unemployment rate, especially among Roma people. These high rates are due to their low education levels and the overrepresentation among low-skilled jobs.

Access to Basic Services

In 2004 there were about 1 900 kindergartens in rural municipalities, 70% of which were located in villages. About 85 thousand children were enrolled in the kindergartens of rural areas but only half of them were in the villages. The buildings and facilities of rural kindergartens need significant investments for rehabilitation. The trend of withdrawal of children, living in villages from pre-school education due to the low incomes, hampers the social integration of children, especially from minority groups.

There is a well-developed schools network in rural areas. There are 1 842 schools in rural municipalities, including about 1 600 general schools and 175 secondary vocational schools. The total number of students in rural areas was 366 thousand in 2004. A problem in rural areas is the declining rate of enrolment in secondary schools. The educational facilities and equipment in these schools are poor and significant investments are needed to improve the quality of education, including introduction of modern up-to-date teaching methods and technologies.

Rural population has relatively easy access to primary health care system. Almost in every village there is a general practitioner, who commutes from the neighbouring town and consults the patients on determined dates and hours of the week. However, the access to specialised health care in the municipal centres is not so easy because of the high transportation costs. This is a serious problem, especially for chronically ill people and for older people. Another major problem is the high share of people, living in villages, who do not have any health insurance.

There extremely limited opportunities for leisure, recreation, culture and sports in rural area, which also constrains human capital development and retaining of young population. 

Rural Infrastructure 

The quality of technical infrastructure in rural areas has deteriorated significantly due to underinvestments in infrastructure development and maintenance. This results in deterioration of the quality of life and threatens the ability of rural areas to maintain population and attract investments. 

The quality of the infrastructure differs by type and size of settlements. The gaps between the municipal centres and the villages are quite pronounced. The municipal centres usually have well-developed street infrastructure, streetlight systems, water provision and sewerage systems, working mechanisms for the collection of solid waste; in contrast, the access to such infrastructure and services is poor in the villages.

The road network in rural areas is relatively well developed but it is properly maintained. A special problem is the poor quality of third- and fourth-class roads, and inner roads. The Rural Development Needs Survey, which was conducted by the World Bank in 2004, indicated that nearly two-thirds of the rural residents expressed discontent with the quality of inter and intra municipal settlements roads and half of them were not satisfied with the quality of roads to agricultural fields. 

The water provision infrastructure of the country serves 98% of the total population. The larger part of the network (88%) was built in the 1960-1980’s and due to poor maintenance; there are frequent breakdowns, low operation efficiency and large water losses due to leakages. 

The major problems of the settlements in rural areas are associated with the systems for sewerage treatment and waste collection, which is missing in 70% of the villages.

The existing sewerage system is assessed as unsatisfactory. These figures indicate that 70.5% of all towns have a sewerage system vs. only 2.1 % of the villages. The sewerage network integrated in the settlements’ streets is barely 7 718 km long. Together with the external collectors it reaches the total of 9 150 km. Only 400 km of the entire sewerage system are located in and serve villages. The number of the settlements with built sewerage infrastructure is less then 300 (167 towns and 105 villages). 

An organized collection for households’ solid wastes serves 80% of Bulgaria’s total population; however, only 33% of the village population has access to such service vs. 99% of the population in the towns.

Despite the well-developed electricity power network, which covers almost the whole territory of the country (with little exceptions), electricity power supply breakdowns and water access restrictions are not uncommon, especially in rural areas. This combined with the lack of sewerage collection and treatment installations in big number of settlements brings serious impediments to business, discomfort and inconveniences for the local people. 

The Internet access and usage in Bulgaria is still very low, especially in rural areas (excluding the regional and district centres). Thus, the share of people, who have never used Internet or have not been online for more than 1 year, is almost 80%. This brings the need for assisting the development of IT communications through public financing in order to decrease the territorial differences in respect to access of e-services. 

Social Capital 

Bulgaria has acquired experience in mobilizing rural communities, with a support of several projects implemented in the pre-accession period. The projects differed in their objectives, but in general significantly contributed to the building social capital in rural areas. From 2003 several projects are under implementation that directly target establishment of Local Action Groups, and there are about 20 LAGs from which 11 are already established and 9 are in the process of establishment.  There is a need for further actions to increase the capacity for local development planning and co-operation.

The summary from the SWOT analysis of rural areas brings forth the following main weaknesses:

· Aging population and negative population growth;

· Deteriorating quality of labour force;

· Highly dependence on agriculture;

· Poor job opportunities;

· Worn-out and/or missing basic infrastructure – for provision of water, for sewerage treatment, roads in and between settlements, for collection, treatment and disposal of waste; deteriorating quality of roads infrastructure; 

· Deteriorating access to basic services of the population in rural areas; 

· Insufficient ICT penetration; 

· Underdeveloped social capital;

· Increasing disparities between rural and urban areas in economic development, education and access to basic services. 

The strengths of the rural areas may be summarized as follows: 

· Rich, diverse and preserved nature;

· Well-developed settlements network; 

· Big number of preserved vital rural communes with rich historical and cultural traditions;

· Presence of major road infrastructure with secured access to relatively smaller settlements in rural areas; as well as developed electricity supply and communication network.

2. Overall Strategy for Rural Development in Bulgaria 

2.1. Overall Objectives 

The following overall objectives of the National Strategic Rural Development Plan have been set for the 2007–2013 period, based on the Community Strategic Guidelines for rural development, on the major EU priorities associated with jobs creation, growth and sustainability (Lisbon, Göteborg), and in complementarity with other EU policies (Cohesion, protection of the environment, especially, the coordination with the Structural Funds and the management of natural resources in rural areas of Bulgaria), and finally taking into account the socio-economic conditions in rural areas of Bulgaria: 

1. To contribute to the development of competitive agriculture and forestry sector and innovations-based food-processing sector.

2. To support protection of natural resources and environment of the rural areas. 

3. To improve the quality of life and job opportunities in rural areas. 

All objectives of the National Strategy Plan aim at improving the economic and social conditions in rural areas and complement each other. They are geared to the long-term vision for the development of Bulgarian rural countryside: 

· Vibrant rural areas with strengthened and diversified economies, offering good quality of live to rural residents; 

· Preserved natural resources and valued rural heritage; 

· Efficient, innovating and competitive agri-food sector, applying sustainable farming practices, producing high quality and value products, utilising efficiently the natural and human resources of rural areas and ensuring rising incomes to farming population. 

· Healthy and multifunctional Bulgarian forests providing public amenities of high value.

The objectives of the National Strategy Plan contribute to the achievement of the strategic goals of the National Strategic Reference Framework for the 2007-2013 period: 

· To attain and maintain high economic growth through a dynamic knowledge-based economy in accordance with the principles of sustainable development.

· To improve the quality of human capital and to achieve employment, income and social integration levels, which provide higher living standards.

The first objective of the National Strategy Plan is focused on the increasing competitiveness of agriculture, food and forestry sectors. This objective directly addresses the first Community Strategic Guideline for rural development.

The first strategic objective is to be achieved through interventions, supporting modernisation and restructuring of the agri-food chain, the forestry and primary wood-processing activities. The overall strategic approach is to boost productivity and competitiveness of agriculture, food and forestry sectors through support for: 

· Up-grading technologies, improving plant and animal stock, introducing modern land and water management practices;

· Promoting innovations in the agri-food chain for production of new high value added products and technologies; 

· Raising skills level and knowledge of the labour force; 

· Improving the environmental performance of farms and forestry;

· Adjustment of farming structures and land ownership structures; 

· Improving the agriculture and forestry-related and village infrastructure. 

Taking into account the needs for restructuring and modernising of Bulgarian agriculture, forestry and food processing sectors, to Axis 1 is allocated 41.7% of the total budget under the three axes.

The first objective will promote productivity growth and competitiveness of agriculture, food and forestry sectors and thus, will contribute to the Lisbon strategic objectives on economic growth. 

The second objective is targeting the preservation of natural resources and the improvement of countryside. Better land management and protection of environment will secure sustainable and integrated development of the countryside, conservation of biodiversity and local breeds. It will also help for the preservation of traditional land practices and will contribute to the diversification of rural economy through the creation of alternative sources of income. This objective is contributing to the achievement of the European strategic priority: “Improvement of the environment and the countryside”.

The support for sustainable management of lands and forests, the conservation of biodiversity and traditional agriculture, and the NATURA 2000 sites will contribute to preserving the attractiveness of the rural areas, will create preconditions for the development of other activities of rural economy: tourism, crafts, leisure time activities and last but not least – the development of sustainable occupations for the population in rural areas. 

The agri-environmental actions will contribute to: conservation of high nature value farmlands; protection and restoration of their biodiversity; upkeep of landscape and low-intensity practices in growing orchards with local varieties; reduction in pollution with nitrates of agricultural origin through the introduction of suitable rotations, preventing water erosion in the water basins; protection of endangered local breeds and development of organic production. 

The support to organic production aims at seizing the opportunities of growing domestic and international market for quality and healthy foods, while utilising the favourable soil and climatic conditions, the traditions of the country and the decreased use of fertilizers and pesticides in the last decade. The support to the development of organic production will contribute to the preservation of the natural resources and will create new income-generating activities for the rural population. 

The compensations to producers, whose plots are within the NATURA 2000 network, will be of high importance for the implementation of the measures, targeting the protection of various habitats and species in their management plans.

Taking into account the problems, identified in Chapter 1, the preservation of soils both from pollution and degradation processes is among the priorities in the second strategic objective. The support for activities, associated with the sustainable utilization of agricultural lands in less favoured areas (where conditions for agricultural activities are inferior, compared to other areas) is another step in promoting the different attitude to the countryside and the landscape. The support for less favoured areas and their mountainous parts is very important for Bulgaria in view of the fact that almost 60% of country’s territory include regions with degrading natural characteristics, which impede agricultural activities. The farmers’ incomes are lower in these areas due to their natural handicaps. Therefore, compensating the farmers there is important for obviating the depopulation process in these areas and for the maintenance and keeping of the attractiveness of the landscape.

The budget allocated for Axis 2 is 27.1% of the budget under the three axes.

Axis 2 measures are not capable of solving all the problems, associated with the preservation of landscape and the environment on their own. The strategy is based on balanced and integrated approach, where the preservation of the landscape and environment is also a priority for the measures under the other axes. 

The second objectives will contribute for achieving compliance with the undertaken international obligations: the Kyoto Protocol, the biodiversity conventions, the fight against desertification and climatic changes.

The actions under the second strategic objective, e.g. conservation of biodiversity, water protection, conservation and sustainable use of the land and natural resources will contribute to the achievement of the European sustainable development objective from Göteborg.

The third strategic objective aims at increasing job opportunities and improving the quality of life in rural area. This objective directly addresses the third strategic priority of the Community, and namely “improving the living conditions in rural areas, and promoting the diversification of rural economies”. 

To this objective is allocated 31.2% of the total budget under the three axes. 

Bulgarian rural areas have multitude of vibrant rural communes, diverse and preserved nature, rich historical and cultural traditions. To ensure long-term economic and social sustainability of rural areas, the current trend of rural areas abandonment and economic decline has to be reversed. 

The strategy aims at supporting the development of rural areas by creating better living environment and creation of new employment opportunities. 

Access and quality of basic services to rural population and rural infrastructure are essential for maintaining the rural population and for the creation of business opportunities. Therefore, considerable investment support will be given for the improvements of infrastructure and provision of services to rural population. 

The lack of employment opportunities is the major factor contributing to low labour force participation rate, high unemployment and low incomes in rural areas. Therefore, business development and entrepreneurship in rural areas will be promoted by support to investments in non-agricultural activities of farming households and wider rural population. The support will be given to job creation in businesses, based on local resources – rural tourism, culture and crafts. Special promotion and support will be given to creation of innovation driven businesses, using new technologies, use of renewable energy sources and better management of the biomass, knowledge-based business opportunities. 

The actions for achieving the third strategic objective will contribute to diversification of rural economy and jobs creation, and thus, will address the Lisbon strategic objectives. 

Rural development will also be supported by building social capital and skill acquisition to develop and implement locally based approaches to rural development. Innovative integrated approaches for rural development will be supported through Leader.

Innovation is set as a priority under the National Strategy Plan. This priority will be achieved by measures, directly targeting innovation (i.e. support to co-operation for development of new products, processes and technologies) and through giving thematic priorities under the measures of all axes: support to innovation of products, technologies and practices of agri-food enterprises, introduction of new market outlets for agriculture (bio-fuels, bio-mass), diffusion of scientific knowledge and innovative practices trough training, development of ICT infrastructure, etc. 

Gender equality will be mainstreamed in the implementation of all measures. Special publicity actions, targeted to rural women, will be implemented to promote RDP funding opportunities. The gender equality principles will be strictly followed in the selection of projects. The interventions for improvement of basic services in villages (childcare) will also benefit the rural women work-life balance. 

3. Strategy per Priority Axis and Indicators 

3.1
Hierarchy of Objectives under Axis 1

The interventions under Axis 1 aim at increasing the competitiveness of agriculture, food and forestry sectors. They directly address the main needs of the agricultural, food and forestry sectors:

· Modernisation of technology and improvement of the quality of products;

· Investments for compliance with the EU standards;

· Structural adjustments in farming structures;

· Improvement of human capital potential.

Related to this major need of the agriculture, food and forestry sectors, 3 sub-objectives are defined in Axis 1: 

1. To restructure and modernize physical potential and promote innovation;

2. To support adjustment of farming structures;

3. To promote knowledge and improve human potential.

The intervention logic under the First Axis is summarised in the table below. 

	Overall objective of Axis 1
	To contribute to the development of competitive agriculture and forestry sector, and innovations-based food-processing sector

	Sub-objectives
	1. To restructure and modernize physical potential and promote innovation
	2. To support adjustment of farming structures
	3. To promote knowledge and improve human potential 

	Operational objectives
	· to improve the economic performance of holdings and processing industry through better use of production factors, including the introduction of new technologies and innovation, and environmentally friendly farming practices; 

· to take advantage of market opportunities through widespread innovative approaches in developing new products, processes and technologies; 

· to improve infrastructure, necessary for increasing the competitiveness of agriculture and forestry;

· to broaden the economic value of private forests and to increase diversification of production. 
	· to facilitate the move into the market for semi-subsistence farms; 

· to facilitate the establishment of young farmers and structural adjustments of their holdings; 

· to encourage the setting-up of producer groups.


	· to ensure an appropriate level of technical and economic knowledge.




The first sub-objective targets development of physical potential and promotion of innovation. 

Investing in modernisation of physical assets is of key importance for the reduction of costs, the production of better and higher value added products, the improvement of environmental standards. 

The harmonization of the national legislation with the European acquis and the alignment to the Community standards in the area of hygiene, occupational health and safety, environment and animal welfare, requires significant investments in the modernisation of facilities and labour force knowledge and skills. Significant part of the investments will be directed at meeting the Community standards, especially in the construction of sites for manure storage and purification installations, especially in the nitrate-vulnerable zones. In the milk sector, the investment will be targeted at meeting the hygiene requirements, animal welfare, health and safety at work, etc. In poultry sector, the stress will be put to introducing the new European legislation, related to animal welfare for egg-laying hens. Significant part of the funds will be targeted to the modernisation of the buildings and livestock premises in the holdings. 

A special emphasis will be given to support the investments that contribute to the EU environmental priorities: investments in on-farm use of renewable energy sources, improvement of on-farm water management, new water saving technologies, pesticide handling technologies, organic farming, etc. 

The Bulgarian agriculture and food industry will be operating in the conditions of increasingly competitive domestic market. Bulgaria has its traditions in producing foods, already known on the European markets, but the successful future development of the processing sector and its ability to compete with the dynamic food production sector in Europe, depends on its preparedness to develop through innovations. The growth of innovative small and medium-sized enterprises in food processing industry, together with the renewal of the physical production assets of the enterprises, operating in the sector, will predetermine the market position of the agri-food sector. 

Promoting the cooperation among agricultural producers, processors and research institutes will create favourable conditions for the development of new products and for the introduction of new technologies, both in agriculture and food industry.

Forest managers have smaller role in Axis I and will be supported for investments in improving the economic value of the forests, forest infrastructure and wood-yield machinery.

The sectoral priorities under SAPARD will be preserved. However, access to modernisation measures will be given to all agricultural holdings and food industry SMEs. Priority will be given to holdings, managed by young farmers and to modernisation of sectors, where Bulgarian producers have long traditions and export potential: wine, fruits, vegetables, milk, honey, oilseeds, forages, tobacco, organic production, milling industry. 

The second sub-objective addresses the priority for rationalising the farming structures in Bulgaria. The successful adjustment of the farming structures in Bulgaria is a key factor for raising the productivity and the incomes of farming population. Given the current polarised farming structure and the aging farming population, the long-run efficient use of natural resources depends on the support for creation of viable sector of small and middle-sized agricultural holdings. The approach to achieving this objective is to facilitate the entering of young farmers in business and to support the transformation of part of the semi-subsistent farms able to achieve long-term viability. Voluntary land consolidation schemes will be supported as well. 

To facilitate market access of small and medium-sized agricultural and forestry holdings, the strategy will support setting up of producer groups. The adjustment of farming structures will be also supported by targeted training for improvement of business skills, agricultural knowledge and skills of the holders. 
The third sub-objective will aim at innovation trough diffusion of knowledge and building human resources. The funds will be directed to vocational training and advisory services to farmers and forestry owners. The target will be put on skills’ development and transfer of knowledge on new technologies, renewable energy sources, bio-energy, organic products. The improvement of business skills and managerial practices will also be targeted through advisory services and vocational training. 

Approximately 90% of Axis I budget will be allocated for modernization and restructuring, and 10% will be targeted at knowledge transfer and innovations. 

3.2
Hierarchy of Objectives under Axis 2

The second objective is associated with the development of agricultural methods, consistent with the protection and preservation of environment, compensating the producers in the mountainous and other less favoured areas for keeping the land in good condition, and preventing the depopulation in these areas. 

	Overall objective of Axis 2
	To support protection of natural resources and environment of rural areas

	Sub-objectives
	1. Increase sustainable management of agricultural land
	2. To support adjustment of forestry structures

	
	Less favoured areas
	Agri-environment
	NATURA 2000
	

	Operational objectives
	·  to contribute in mountain areas and in other areas with handicaps to the continued use of agricultural land 
	·  to encourage farmers and other land managers to introduce or to continue the usage of agricultural production methods, compatible with the protection and improvement of environment, landscape, natural resources, soil and genetic diversity beyond the relevant mandatory standards


	· to help farmers address specific disadvantages, resulting from the implementation of Council directives on the conservation of natural habitats, wild fauna and flora, and those in the field of water policy in river basin areas
	· to enhance the protection and sustainable management of forest , to extend and improve forest resources

·  to restore forestry potential in forests, damaged by natural disasters and fire and to introduce preventive actions 

· to help farmers to address specific disadvantages, resulting from the implementation of Council directives on the conservation of natural habitats, wild fauna and flora


The farmers will be supported under Axis 1 for purchasing of necessary equipment for organic production. The mowing and bailing equipment needed for management of HNV pastures and meadows , as well as the construction of  manure storage facilities that will prevent nitrate pollution from agricultural origin will also be supported under Axis 1. Measures under Axis 3 will also contribute to the preservations of biodiversity and natural resources.
Solving the major problems, associated with the preservation and the restoration of the bio and genetic diversity, the protection of soils against erosion and degradation, the promotion of eco-planning, the identification and the maintenance of valuable habitats and landscape characteristics, the preservation of the cultural heritage, the introduction of appropriate crop rotations, the prevention of abandonment in high-mountainous pastures and grasslands is the main purpose of the NAEP. One of the main programme activities is the conservation of the high nature value farmlands, which according to preliminary estimations (in conformity with the definition by 
the European Environmental Agency) cover approximately 20% of the agricultural lands of Bulgaria. The remaining NAEP activities are organic production, support to traditional livestock breeding, preservation of soils and waters, and protection of landscape. It is planned that 40% of the funds for Axis 2 will be allocated for these activities in the NAEP.

The support for activities, associated with the use of agricultural lands in less favoured areas and the respect of the good agricultural and environmental conditions in these areas will lead to a decrease in the abandonment of these areas, diminishing the erosion and prevention of the general depopulation of these areas. It is planned that 35% of the funds for Axis 2 will be allocated for the support of farmers in less favoured areas.

The remaining 25% of the Axis 2 budget will be dedicated to NATURA 2000 and forestry measures.

The compensations for the farmers, whose lands are falling in the NATURA 2000 network, will be of great significance for the implementation of the measures, targeting the conservation of different habitats and species, included in the respective orders and management plans. Compensation of activities, associated with the conservation of habitats and species, common for the important bird areas, is planned for the 2007-2010 period. Gradually they will be expanded to include also activities, targeting the conservation of the habitats, defined in conformity with the Habitats Directive.

The support for sustainable management of forests is entirely targeted at protection of environment and preservation of rural landscape. The envisaged measures will support the fight against wind and water erosion, desertification and decreasing the unfavourable consequences from climate warming up. The afforestation of the country will be improved and the source of renewable energy sources will be increased. The restoration of the production potential and the introduction of preventive measures will play major role in the protection against forest fires.

3.3
Hierarchy of Objectives under Axis 3

The interventions under Axis 3 aim at improving the quality of life and promotion of jobs opportunities in rural areas of Bulgaria. They address the major problems of rural areas, identified in the analysis of baseline situation, which are summarised as follows:

· Declining quality and accessibility of basic services and infrastructure; 

· Lack of job opportunities. 

These problems result in decreasing attractiveness of rural areas and increasing disparities between urban and rural areas, and the related depopulation, deteriorating quality and age structure of rural population, economic decline. 

Based on this, the strategy under Axis 3 provides for interventions in three strategic areas:

1. Improving the quality of live in rural area in order to maintain and develop the attractiveness of rural areas as a place to live and work, and to increase social cohesion;

2. Promoting job opportunities in rural areas to increase incomes of rural population; 

3. Reinforcing territorial coherence and synergies.

The intervention logic under the Third Axis is summarised in the table below: 

	Overall objective of Axis 3
	To improve the quality of life and job opportunities in rural areas 

	Sub-objectives
	1. To improve quality of life in rural areas 
	2. To promote job opportunities in rural areas
	3. To reinforce territorial coherence and synergies

	Operational objectives
	· To improve assess to basic services and infrastructure in rural areas 

· To preserve and upgrade the natural and cultural heritage
	· To develop income generating activities outside the agricultural sector of farm households and rural population
	· To increase the capacities of rural actors for preparing, developing and implementing local development strategies and measures


Sub-objective 1 ‘To improve quality of life in rural areas’ will be achieved by support to investments for improving basic services to rural population and rural infrastructure, and actions to support conservation of rural natural and cultural heritage. 

To the measures directly targeting the improvement of quality of live in rural areas is allocated 66.5% of the budget under the axis. The budgetary allocation reflects the urgency of needs of rural areas and the high absorption capacity of the final beneficiaries, which was revealed in the implementation of the SAPARD programme. The quality of life sub-objective is highly complementary to the second sub-objective since the renewal of infrastructure and services favours the overall access to territories, the development of SMEs and the attraction of investments, and thus leads to growth and creation of jobs. Improving the quality of life is of a crucial importance for retaining the young, entrepreneurial and well educated people in the rural areas. 

The support for achieving this sub-objective is focused on: 

· improving infrastructure and basic services in the settlements of rural areas;

· conservation, revitalization and upgrade of cultural heritage. The preservation of the historical and cultural heritage of rural areas is important for the preservation of their real identity, and for cherishing them as source of dignity and self-confidence. This makes the revival and the protection of rural heritage indivisible part of the rural development policy.

To the measures directly targeting promotion of job opportunities are allocated 30% of the funds under the axis. It will be achieved by support to job creation outside agriculture of farming households and rural population in general. The allocation reflects the expected demand for support and the slow uptake of the measures, as revealed by the implementation of the measures under SAPARD and national programmes. 

Increasing the job opportunities will be supported by combination of measures aiming at diversifying the rural economy. Support will be given both to farmers to develop new income generating activities and to rural micro-businesses as the SAPARD experience showed that entrepreneurship of wider rural population needs to be supported. 

Based on SAPARD experience, the strategy does not set sectoral priorities for diversification of activities. Any sustainable entrepreneurial activity outside primary sector will be supported, if it creates jobs, develop services for rural areas and promotes innovation. The support will be given to creation of innovative businesses based on emerging business niches, related to information technologies, innovative use of renewable energy sources, adding value to local resources and non-food products and development of rural tourism.

The support for achieving this sub-objective will be done by measures, supporting investments in: 

· creation of diverse employment opportunities outside agriculture for farming households; 

· support for start-ups in small and micro businesses targeting the ones providing services for the communities, encouraging the entrepreneurship of wider rural population, and particularly women and young people; 

· development of opportunities for tourism and recreation through creation of information centres, small-scale infrastructure offering access to natural sites.

Finally, 3.5% of the funds will be allocated to reinforcement of territorial coherence and synergies. This sub-objective is to be achieved by support to enhancing the capacities of rural stakeholders for preparing, developing and implementing local development strategies and measures. The programmes will support skills acquisition and animation with a view to preparing and implementing local development strategy.
3.4
Leader Approach

The implementation of the rural development policy after 2007 will be distinguished with the rising importance of the LEADER Approach, as an instrument for decentralized governance and integrated rural development. In the pre-accession period, with the support of various donors MAF started several initiatives and projects all aiming at the creation of capacity for implementing the LEADER Approach. 

Achievement of the rural development policy objectives will not be possible without the involvement and the actual participation of the people, without the creation of local capacity, without informing and training of local people to prepare and implement local development strategies. Encouraging the dialogue and the cooperation among various local actors involved with rural development is an important step in strengthening the civil society and building working partnerships at local level.

That is why it is necessary to support future efforts for building the capacity of rural areas to:

· prepare local development strategies; 

· constitute and strengthen Local Action Groups; 

· implement local development strategies;

· promote the cooperation among regions, as well as international cooperation.

Throughout the first three year period, it is particularly important for Bulgaria to focus on activities, related to skills acquisition and preparation of development strategies in parallel to the creation and strengthening of Local Action Groups. This should be done using the opportunities under skills acquisition and animation of territories.

To develop the local capacity and to improve the local self-governance, Bulgaria will start in parallel the implementation of local development strategies of the existing LAGs.

Based on the limited local capacity for creating the LAGs, their limited management skills for development strategies for rural areas and insufficient skills for networking and cooperation – especially outside the rural communities, significant support will be released for measures and activities associated with information, training and skills’ acquisition at local level – approximately 30% of the Axis budget. When defining the financial weight of the different activities and measures, supported by this Axis, stress will be put on managing and on implementing the Local development strategies (70% of the axis budget).

LAGs of Bulgaria will be active throughout all rural areas and therefore, the local initiative priorities will be realized through measures and activities under Axis 3, through provision of easier access to support measures under Axis 1, and through measures under Axis 2, whenever sustainable forest and land management is pursued.

3.5 Priority Areas and Indicators 

The effectiveness of rural development programmes in relation to the objectives will be measured by the following result and impact indicators .

Result Indicators 

The result indicators will measure the direct and immediate effects of the intervention. The following indicators of the Common Monitoring and Evaluation Framework will be used: 

Axis 1 
To contribute to the development of competitive agriculture and forestry sector and innovations-based food-processing sector

	
	Indicator
	Measurement
	Target

	1. 
	Number of participants that successfully ended a training activity related to agriculture and/or forestry 
	Number of participants Receiving a certificate, degree or diploma after finishing the training and applying the achieved skills in practice
	

	2. 
	Increase in agricultural gross value added in supported agricultural and forestry holdings, and food processing enterprises
	Increase in (GVA) of agricultural of supported in Axis 1 entities.
	

	3. 
	Number of holdings agricultural and forestry holdings, and food processing enterprises introducing new products and/or new techniques
	New products or techniques in supported holdings and enterprises 
	

	4. 
	Number of farms entering the market
	Number of entities that evolved from a (semi) subsistence farm to an income generating market player
	


Axis 2 
To support protection of natural resources and environment of the rural areas

	Indicators 
	Measurement
	Target

	5. Area under successful land management contributing to: (a) bio diversity and high nature value farming/forestry; (b) water quality; (c) climate change; (d) soil quality; (e) avoidance of marginalisation and land abandonment
	Total amount of hectares under successful land management
	

	6. Development of organic production (national indicator)
	% of UAA under organic production
	8% of UAA


Axis 3 
To improve the quality of life and job opportunities in rural areas

	Indicators
	Measurement
	Target

	7. Increase in non-agricultural gross value added in supported businesses
	Non-agricultural gross value added (GVA) of supported businesses
	

	8. Gross number of jobs created
	Number of new jobs related to the assisted actions
	

	9. Additional number of tourists 
	Additional number of tourist visits in the rural area due to the supported tourism investments
	

	10. Population in rural areas benefiting from improved services
	Population in supported areas 
	

	11. Increase in internet penetration in rural areas
	Population that has access to (broadband) internet connections
	


Impact Indicators 

The impact of the programme as a whole will be assessed against the 7 common impact indicators taking into account the full contribution of all axes.

	
	Indicator
	Measurement
	Target

	1. 
	Economic growth
	Net additional value added 
	

	2. 
	Employment creation
	Net additional FTE jobs created
	

	3. 
	Labour productivity
	Change in Gross Value Added per annual work unit (GVA/FTE)
	

	4. 
	Reversing Biodiversity decline
	Change in trend in biodiversity decline as measured by farmland bird species population
	

	5. 
	Maintenance of high nature value farming and forestry areas
	Changes in high nature value areas
	

	6. 
	Improvement in water quality
	Changes in gross nutrient balance
	

	7. 
	Improvement in soils (erosion, contamination)
	Area in ha
	

	8. 
	Contribution to combating climate change 
	Increase in production of renewable energy
	


The quantification of indicators will be added after the completion of the ex-ante evaluation of the RDP. 
4. Indicative Budget of the Rural Development Programme 

Bulgaria will apply its National Strategy Plan through a single Rural development programme elaborated at the national level. The indicative size of the funds by the EAFRD for the 2007-2013 period amount to EUR 2.3 billion.

20% of the rural development funds for the first three years after accession 2007-2009, (20% of EUR 733 million without Bulgarian co-financing) will be allocated for the measure National complements to direct payments.

All EAFRD are reserved for the Convergence Objective as long as the whole territory of Bulgaria has been classified as territory for this Objective.

5. Internal and External Consistency of the National Strategy Plan and Complementarity with Other Community Funding Instruments 

Coordination of the Plan with other European strategy Documents and Action Plans

The National Strategy Plan will contribute to the realization of the European strategic priorities and for the implementation of the objectives of the Seventh framework programme for environmental protection and the European Action Plan for development of organic foods and organic agriculture, the European Action plan for Conservation of the biodiversity and the European action plan for conservation of the species.

In order to meet the priorities in the  EC action plan for biomass  and the  EU Bio-fuel Strategy  the NSP will  support  activities targeted at the production and usage of biomass. The support will seek positive effects on using biomass  the rural areas, with opportunities to increase employment in forestry and agriculture, as well as the responsible and sustainable use of natural resources.

The measures envisaged for afforestation of agriculture and non-agriculture lands will contribute to the implementation of Kyoto Protocol decisions, and the Convention against desertification. The restoration of the production potential and the introduction of preventive measures is in accordance with the priorities of the Ministerial Conference on Forest Protection In Europe. Sustainable  management of the forests, conservation of forestry biological diversity  will contribute for the implementation of the EU Forestry strategy.

The support for training in the area of new information technologies for agricultural producers within Axis I and through the support for the establishment of computer clubs and information centres in the villages within the framework of Axis 3, the European priority for penetration of ICT in agriculture and rural areas will be realized.

At the moment National Reform Programme is under development. The first draft of the programme is expected by the end of July 2006 . The coherence between the NSP and the NRP is achieved by including MAF representatives in the working group developing the National Reform Programme. The information from the NSP concerning the achievement of the Lisbon strategy objectives will be included in the NRP. 
Coordination Among the Priority Axes
Within the first Axis the support to semi-subsistence farms will be complemented with the provision of consultant services, training and support for association in Producer organizations, thus securing better markets for their members. Preconditions for bio-production will be secured through training and through investment support. Producer organisations in organic -production will also be subject to support.

The measure “Training” will be used for acquisition of basic knowledge for the eco-practices in land management. Trained farmers will be potential beneficiaries under the NAEP measures.

The support under Axis I for manure storing and the compensations under the ‘Meeting Standards’ measure will complement the activities under the Axis 2 targeting the problems associated with pollution of the waters. The support for investments for transition from conventional to organic production will increase the effects from the support for bio-producers within the Axis 2. 

Through the support for agricultural producers in mountainous areas within the Axis 3, preconditions will be set for preserving the environment and its attractiveness- good agricultural and environmental conditions. The support will be complemented by support for diversification of the activities outside agriculture, i.e. rural tourism, craftsmanship. 

Measures under the Axis 1, 2 and 3 will be implemented also under the LEADER Axis.

Coordination with the Aid Available under the First Pillar of the CAP

The Measure ‘Setting up producer organizations’ is linked with the Producers organizations which are supported under the First Pillar of CAP. To prevent overlapping of the support the producer organisations subject to support under the CAP First Pillar will not be supported by the rural development programme.
The tobacco sector in Bulgaria was subject to special financial support during the last 15 years (the Law on Tobacco and Tobacco Products envisages specific premium system in the sector). Therefore account should be taken of the particular economic, social and demographic significance of tobacco production for Bulgaria. (see Annex 5 for tobacco production). 
As under the old CMO there was a special premium which was granted to groups of tobacco producers but after the reform the sector is transferred to the SPS/SAPS scheme and such premium is no longer in place, tobacco has to be included in the sectors which will be supported under the measure “Setting up producer organizations”.  
Regarding the direct payments under Pillar 1, during the first three years after accession (with the possibility for extension twice by one year) Bulgaria shall apply the Single Area Payment Scheme (SAPS). Bulgaria may grant complementary national direct payments (CNDP) up to 30 percentage points above the applicable level of direct payments. The CNDP shall be financed both by the national budget, and by a 20 % transfer from the EAGGF Guarantee rural development funds (for the period 2007-2009).  The exact overall CNDP budget is still to be determined according to the means available in the national budget (currently different sectors are examined for eventual topping-up).

Complementarity and Coordination Among the Activities Financed by the ERDF, ESF, the Cohesion Fund, EAFRD and EFF

According to the Strategic Guidelines for rural development and the Cohesion Policy of the Community, it is necessary to ensure complementarity and coordination among the activities, which will be financed by the Structural funds (namely: the European Regional Development Fund- ERDF; the European Social Fund – ESF; the Cohesion Fund) on one hand, and the European Agriculture Fund for Rural Development (EAFRD) and the European Fishery Fund (EFF) on the other. Because of that, guiding principles have been adopted at national level, to put the demarcation line between the aid for rural development, the measures supporting Fishery and Aquaculture, and the activities to be financed by the Structural Funds and the Cohesion Fund on two levels – strategic (at the level of NSP and NSRF) and at the program level.

The coordination at strategic level is of high importance for achieving complementarity among the different objectives and thus optimal impact on the socioeconomic development of the country.

The main principles of demarcation are depending on the following types for different policies, measures and activities:

· by type of territories concerned (geographical demarcation); 
· by the size of local administration; 

· by type of beneficiaries; 

· by type and/or the size of actions selected under each policy;
· by establishment of coordination administrative mechanism on program level to ensure consistency. 

Coordination Mechanism

A coordination mechanism has been set in Bulgaria in order to secure the appropriate distribution of the aid provided for by the EU Structural Funds, the EAFRD, the European Fishery Fund, the European Investment Bank and other financial instruments and institutions (see  Annex 4).

In order to secure coordination in the preparation for the strategic programme documents a Coordination council for the NSRF was established with Council of Ministers’ decision 71/2002; the Council is headed by the Minister of Finance. Council members are deputy ministers from all Ministries involved in the process. The Council is coordinating the work of the Working groups, established for the preparation of the National Planning documents, as well as for the elaboration of the OP’s and the Program for rural development. 
The Council coordinates the elaboration of the Strategic planning documents for the period 2007-2013 (NSRF,NSPRD,NSPF) as well as the activities for the prevention of measure overlapping among the different OPs and the Rural development programme.

The Directorate “Management of EU Funds” in the Ministry of Finance is acting as a Central Coordination Unit and as a secretariat of the Coordination Council for the operations under the Structural Funds and the Cohesion Fund. This Unit is responsible for the day to day co-ordination of the National Strategic documents for the period 2007-2013 and for the coordination between the OP’s and the assistance from EAFRD and the EFF. The representatives of the Unit and representatives of the Managing authorities of the Structural and Cohesion funds are members of the working group for the elaboration of the NSP for rural development, Program for rural development and in the sub-groups for the measure preparation. On the other hand MAF representatives participate in the development of all of the strategic documents and Ops.
6. National Rural Network: Allocation and Set up 

The process for initiating and establishment of the National Rural Network started in 2004 with a number of information seminars. The concept for setting up the National Rural Network was presented for the first time to the stakeholders at the National Conference held in November 2005. The concept foresees the participation of two main groups of representatives:

1. Organisations, representing the categories of beneficiaries of the program or third parties concerned by the objectives of the measures.

1.1. Axis 1 and Axis 2 – Farmers associations, chambers of agriculture, producer group associations and associations of cooperatives in agriculture and forestry, including quality producer groups associations in agriculture, forestry owners associations, food and forestry processing branch associations, land management agencies, NATURA 2000 network, environmental NGOs, agri-environmental technical and scientific institutes; agricultural research institutes, vocational training organisations for agriculture and forestry sectors, network of extension services for agriculture and forestry.
1.2. Axis 3 - local NGOs, regional or national networks of not-for-profit organizations,  NGOs working in the area of sustainable local development and in the rural areas, associations of businesses and branch organizations, rural tourism organisations, landscape and environmental protection organisations, cultural heritage organisations, vocational training organisations.

1.3. Axis 4 - local action groups and their informal network

2. Administration: Ministry of Agriculture and Forestry and its regional offices; Paying Agency and its regional offices; National Association of the municipalities in Bulgaria; regional associations of the rural municipalities
Major functions of the National Rural Development Network will be:

1. Identification and analysis of good transferable practices and the provision of information about them ( on different themes contained in the EU Strategic guidelines on Rural Development and NSP – innovation, renewable energy, employment in rural areas, etc.)
2.  Identification and exchange of experience and know how, including on administrative topics and procedures 

2. Provision of information to the network members – potential beneficiaries for the rural development measures

3. Provision of training programs and expertise the capacities building of the network members. Contribution to the creation and strengthening of the LAGs capacity

4. Initiation and mediation of the dialogue between the representatives of various organizations and structures actively involved with rural development and the authorities at the national and local level

5. Strengthening and expanding the network during the period for RDP operations; organization of studies for the purposes of the programme

6. Actions for participation in the European Network for Rural Development

The establishment and the functioning of the Network will be supported by a secretariat (operative unit). The secretariat should be appointed on the basis of competition for a public tender, and on criteria set in the Rural Development Programme for the 2007-2013 period.

The amount for financing the operations of the network will be up to 1.5% from the allocations for the ‘Technical assistance’ for the Rural Development Programme in the 2007-2013 period.























































































































































� Temporary not-cultivated land comprises perennials and fallow land stranded for more than 3 years and requiring very small investment to be reintroduced to crop rotation. 


� Source: MAF, Land ownership Directorate


� The analysis in this section is based on 2003 Agricultural Census data, unless stated differently. 


� The Agricultural Census did not cover the holdings with size below threshold for an agricultural holding, the fallow lands and around 2 million ha of commonly used pastures. The total UAA of the surveyed agricultural holdings was 2.9 million ha, of which 92.1% was arable land, 3.7% – pastures and meadows, and 3.5% – permanent crops. 





� The analysis below is based on NSI data, unless stated differently. 


� Vladimirov, Zh., Katzarski, I., Harizanova, O., Malamova, N., Badjakov, M., Todorov, T., “The processing enterprise of Bulgaria; competitiveness in the condtions of institutional change (sociological analysis), C. “Prijm trade” OOD, 2002.


� Council Regulation (EC) No 2597/97 of 18 December 1997 laying down additional rules on the common organisation of the market in milk and milk products for drinking milk.


�Till this period, the milk with 3% fat content could be sold as a whole milk; the milk with 2% fat content could be sold as semi-skimmed. The drinking milk that do not comply to the requirements, related to the fat content, could be sold only in Bulgaria or could be exported to third countries.


� Vladimirov, Zh., Katzarski, I., Harizanova, O., Malamova, N., Badjakov, M., Todorov, T., “The processing enterprise of Bulgaria; competitiveness in the condtions of institutional change (sociological analysis), C. “Prijm trade” OOD, 2002.


� In order to achieve compatibility with the CMEF data, the population density in 2000 is used for the designation of the NUTS 3 regions. If 2004 data is used, the number of predominantly rural NUTS 3 regions is 21. 


� The analysis below is based on 2004 NSI regional statistical data (MAF calculations), unless stated differently.  


� The analysis bellow is based on the national definition of rural areas, unless stated differently. In Annex 2.4, the data is given on the socio-economic situation by the OECD definition of rural regions. 


� NSI does not publish data on GDP and employment by municipality. Therefore, OECD definition is used for the analysis of GDP and employment in rural areas. 


� World Bank. Bulgaria Poverty Assessment Report, 2002. 
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