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1 INTRODUCTION

The AGRIGRID project develops methodological gridsthe calculation of payments in rural
development (RD) measures in the EU and its mesthégs. The project covers a representative
set of EU member states, including United Kingdd/K), Germany, Finland, Lithuania, Czech
Republic, Italy and Greece and regional case stuidi¢he selected countries. Methodological
grids are developed for agri-environment measucesjpensatory allowances, Natura 2000
payments, forestry measures and animal welfarenag®ting standard measures. The proposed
project has three main objectives:

= To carry out an initial brief comparative analygrepresentative cross study) of the
methods applied by the member states and theiwnedor calculating the various aids for
their current rural development programmes, groupecheasure.

= To elaborate and recommend methodological grid¢ #ma based on objective and
guantifiable criteria. They should be applicable-lde and differentiated by the nature
of the measure.

= To elaborate, based on the methodological gridraguate software tools for applying
this grid in the individual measures and casesrandmmendations for the assessment of
payment calculations.

The main tasks in the first year of the project wageview existing payment calculations in the
different partner countries, including some selkéctegional examples, and to conduct a
representative comparative analysis of the differeathods applied to define payments. The
review for each of the five RD policy measures udels information about the range of applied
practices and schemes, data sources used, assusnfiio production techniques, economic
calculations applied, or level of payment determlinoempared to result of the calculation. Towards
the end of the first year, first tasks for the depement of the methodological grids were carried
out building on the successful finalisation of ttexiew of the payment calculations. General
frameworks and guidelines for the grid developmuate been developed, which provide the
basis for further elaboration of the measure-spegiids in the second project year.

The main aim of the first annual activity reportessummarise the activities carried out in each
workpackage in the first project year. The repautlines the different tasks including their
progress, timetable and encountered problems ahdis®s. The report provides a brief
overview of the project objectives and worplan aBrekd in the original description of work and
then assesses the progress of the different aesiVi¢.g. milestones and deliverables) for each
workpackage against the original workplan. Finallhe report summarises the management and
coordination activities and outlines the dissemamactivities in the first year and concludes
with ethical considerations in relation to the AGRID project.
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2 OBJECTIVES AND EXPECTED IMPACTS

The main aim of this project is:
To develop methodological grids for the calculationof payments in rural development
measures in the EU and its member states.

The project covers a representative set of EU memstiages, including United Kingdom (UK),
Germany, Finland, Lithuania, Czech Republic, Itahg Greece and regional case studies in the
selected countries. Further member states are ed\mr the project through allocating the task
of data collection and analysis to sub-contractditse selected countries cover a range of
different natural and agronomic conditions fromemgive farming with good soils and
favourable climatic conditions, e.g. in some pastsGermany and England, to extensive
livestock systems in some of the most marginal r@mdote areas in the EU with unfavourable
natural conditions isolated from markets, e.g s@ameas in Scotland, Finland and Greece. The
agricultural sectors in the new member states airegghrough a process of significant structural
change and adjustments to new standards. Lithwendghe Czech Republic provide interesting
country case studies for the new member states diffirent farm structures. The priorities in
the Rural Development Plans vary between the @iffepartner countries covering all relevant
rural development measures. Principally followihg hew Rural Development Regulation (EC
regulation 1698/2005), the project will develop heetological grids for agri-environment
measures, compensatory allowances, Natura 2000 gragmforestry measures and animal
welfare and meeting standard measures.

Developing methodological grids for the paymentuaktion in different RD measures requires
a detailed knowledge of present conditions and austhat both production level and policy
level. At the production level, it is necessarygtdher data on the structure and characteristics of
the farming sector including natural and agronowgoaditions and productions systems and
techniques. At the policy level, it is necessaramalyse national and/or regional RD measures,
identify the specificities of the measures and limém to cost elements and existing methods for
payment calculations in RD measures and their itspaw that structure. This will provide the
basis for identifying new methods for payment clttans and, consequently, the development
of grids. A central issue in the development of ginels is the evaluation of data requirements
and availability. There are several data basedadlaiat national or regional bases like the
Integrated Administration and Control System datwell as other spatially defined data sets
that could be used with the appropriate adminisgarrangements. Moreover, the new grids are
tested through regional case studies and the e involvement of policy makers and
government agencies ensures the suitability ofgtigs for the end-users in the project. Policy
makers and government agencies in the EU and itsb®e states will be able to use the
developed grids to calculate payments in the differRD measures providing a new
harmonised, but at the same time flexible, method.

2.1 Objectives

The project has three main objectives:
= To carry out an initial brief comparative analygrepresentative cross study) of the
methods applied by the member states and theiwnedor calculating the various aids for
their current rural development programmes, groupecheasure.
= To elaborate and recommend methodological gridedas objective and quantifiable
criteria. They should be applicable EU-wide andfedédntiated by the nature of the
measure.
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= To elaborate, based on the methodological gridraguate software tools for applying
this grid in the individual measures and casesrandmmendations for the assessment of
payment calculations.

2.2 Expected impacts

The main aspect of innovation in the project isdbeelopment of new methodological grids that
can be used to aid the calculation of levels oihparyts for a range of measures under the Rural
Development Regulation. These will be based orative and quantifiable criteria and their
application will lead to transparent, verifiabledaguantifiable calculations. The project will be
in contact with many officials and policy makerstire member states. The project results will
help to harmonise the calculations of paymentsifferént RD measures avoiding over- and
under-compensation of farmers, hence improving dffeciency of RD measures and their
evaluations. It will be a tool for national and HEifficials to use the same language and to
understand each other better. Moreover, the differmember states can use the same
methodological framework, flexible enough to comsidpecific circumstances prevailing in the
different countries and regions.

There are two main ways in which this project wiintribute to policy objectives. The first is
the contribution to cost-effective delivery of rurdevelopment policy. In particular the
calculation of levels of payments under the ranfieneasures in the Rural Development
Regulation must be such that they take accountnodme foregone, additional costs as a
consequence of natural and other handicaps, fronpatsory management restrictions or from
voluntary commitments to apply certain productioathheds which go beyond good farming or
animal husbandry practice. In addition, in someesaagri-environment and animal welfare
payments could include an ‘incentive' element of tap20% of the calculated income
foregone/cost incurred. However, this incentivemedat has been replaced in the new Rural
Development Regulation 2007-2013 (EC Reg 1698/2G6B)ugh the introduction of the
concept of transaction costs in the calculatiothef payments for agri-environment and animal
welfare measures.

To ensure high levels of uptake of voluntary meesuit is important to avoid under-
compensation to particular groups of beneficiagad equally over-compensation needs to be
avoided. There also needs to be account takeheofppropriate 'baseline’. For example the
requirements for cross-compliance as a conditioRilkér 1 support payments has changed the
basic requirements of aspects of land managementhawill have to be taken into account in
the calculation of Pillar 2 levels of payments unithe Rural Development Regulation.

The second main contribution to policy is the hammation of methods of calculation of
payment levels. While actual levels of paymentsdn® reflect conditions in individual member
states, including regional variation etc, it is onjant that there is harmonisation of the methods
of calculation. The proposed methodological grdsassist in this harmonisation process.

10
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3 PROJECT WORKPLAN

This section summarises the workplan for the widleation of the project as agreed and
outlined in the Description of Work (Annexl1 of tlwentract). This section forms the basis
against which the reporting of the project progissompared in section 3.

3.1. Project introduction

The project is split into three phases, managehlinvitine workpackages.
Figure 1 shows the linkages between project phasekpackages and the objectives of the

May 2009

project.
Phase 1 Phase 2 Phase 3
WP2
Feview of WP7 WS Project
payment caleulations syrthesis
) Casze study Genetal design
W4 analysiz of of grids and
existing and softwrare
proposed development
WES e
WPo

Objective 1:

To carry out a
compatative analysis of
the different methods
for payment calculation
inthe RD measures in
the pattner courties
atud their regions

Objective 2:

To develop ET-wide applicable methodological grids for the
different RD measures based on objective and quantifiable criteria

> Objective 3:

To develop, appropriate software tools for applying the grids in the
individual measures and cases and recommendations for the
assessment of payment caleulations

B W R e

Figure 1 Linkages between project phases, work paekies and the objectives of the project

11
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Phase 1 The first phase of the project comprises theawvof payment calculations in the
different partner countries, including some selkéctegional examples, and conducting a
representative comparative analysis of the differaathods applied to define payments. The
review for each of the five RD policy measures wiltlude information about the range of
applied practices and schemes, data sources ussdmptions for production techniques,
economic calculations applied, or level of paymeetermined compared to result of the
calculation. Phase 1 is co-ordinated by WorkpacKhagéhich provides the general framework
for the review of payment calculations in the difiet RD measures conducted in the horizontal
workpackages (WP2 — WP6) (Milestone M1.1). WP2 —6W#ll conduct the comparative
analysis of the different payment calculation mdthalivided in two steps: Firstly, team
members from each partner country and the two sualractors will collate the relevant
information for their country case study and prevah internal national report for each country
in each RD measure-specific workpackage. Secotickyworkpackage leading team will then
summarise the national information in an intereiew report for each RD measure and present
their findings at the review workshop (Milestone2.® M3.2, M4.2, M5.2 and M6.2). The
review workshop (WS2) (Milestone M1.2) will be hefdmonth 6 with the whole project team
and a range of end-users and representatives foergment agencies to discuss and assess the
different reviews provided by WP2-WP6 (Milestone2.14M6.1). Workpackage 1 concludes
Phase 1 by providing a summary and synthesis regpdttie review to the WP2-WP6 and the
case study analysis WP7 (Milestone M1.3) and thaditst main objective of the project will be
achieved at the end of this first phase in month 7.

Phase 2:Based on the outcome of the review, Phase 2, the phase of the project, consists of
the case study analysis and the development aint#taodological grids, which will be carried
out parallel. Workpackage 7 will conduct the cagelg analysis of methods for calculating
payments in the RD measures. In a first step, basethe internal reports provided by WP2-
WP6 (Milestones M2.1-M6.1) and WP8 (Milestones M&hd M8.2), selected existing
approaches will be analysed to identify the impaofsdata availability and detail of
differentiation on the calculated payment levelteTresults of the case studies of existing
payment calculation will be presented at a mid-tarankshop in months 12 (Milestone M7.1).
The mid-term workshop (WS3) will also provide th&atform for the presentation of the
preliminary grids developed in WP2 — WP6 (Milested2.3, M3.3, M4.3, M5.3 and M6.3). In
a second step, WP7 conducts case study analydiseoproposed preliminary grids for the
different RD measures. The case study analysispsilVide useful information on farm level
implications of the different payment calculatioretimods to the grid development (Milestone
M7.2). Moreover, Workpackage 7 provides expliciaewles for the grids developed which will
be added to software tool and its user guide (Miles M7.3). Workpackage 8 will be
responsible for the co-ordination of the grid depehent providing the general design and
structure for the measure-specific grid developmerthe horizontal workpackages (Milestone
M8.1). WP8 will also conduct an assessment of besstquirements of the different RD measures
and deliver an internal report to WP2-WP7 (Milegtdv8.2). Following the mid-term workshop
(Milestone M8.3) and the development of the methagioal grids for the payment calculations
in the different RD measures in WP2 — WP6 (Miles®oM2.4, M3.4, M4.4, M5.4 and M6.4),
WP8 will then summarise the grid developments in 2vP WP6 and transform the
methodological grids and case study examples daeselm WP7 into a software tool applicable by
Commission services and government agencies (lilestM8.4) and forward the summary report
to WP9 (Milestone M8.5), achieving objectives 2 8raf the project.

Phase 3:In the third and last phase Workpackage 9 will bgsise the project results and an
internal assessment of the project outcome andatigeved objectives will be conducted

12
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involving the whole project team. Finally, Workpage 9 will co-ordinate the dissemination of
the project results and the presentation of theeld@ed grids and software tools at a final
workshop (WS4) and will be responsible for the sigsion of the final report to the
Commission (Milestones M9.1 and M9.2).

The different project Milestones are summarisetiahle 1 below.

Table 1 List of Milestones

Milestones Start month End month

M1.1 General framework and methods for data cadlecand the comparative 1 2
analysis of the payment calculations for the déferRD measures developed
and provided to WP2-WP6

M1.2 Review workshop (WS2) held and the outcometh® measure-specific 6 6
reviews provided by WP2-WP6 assessed
M1.3 Synthesis and summary report of reviews orpthgnent calculations for the 5 7

five different RD policy measures in the partneumvies completed and
provided to other WPs

M2.1 Review of methods for payment calculationagni-environment measures in the 2 4
partner countries finalised and internal nationaports delivered to WH
coordinator

M2.2 Summary of review of methods for payment dat@ns in agri-environment 5 6
measures finalised and internal report delivered\®l and presented at the
review workshop

M2.3 Preliminary national grids completed and prtesat the mid-term workshop 8 12

M2.4 Methodological grid for payment calculation time agri-environment measure 13 21
completed and delivered to WP8

M3.1 Review of methods for the calculation of comgegory allowances in the 2 4

partner countries finalised and internal nationgparts delivered to WH
coordinator

M3.2 Summary of review of methods for the calculation @dmpensatory| 5 6
allowances finalised and internal report delivetedVP1 and presented at
the review workshop

M3.3 Preliminary national grids completed and presentdd the mid-term 8 12
workshop

M3.4 Grid for the calculation of compensatory allowancespleted and delivered to 13 21
WP8

M4.1 Review of methods for the calculation of Natw000 payments in the 2 4

partner countries finalised and internal natiorgports delivered to WH
coordinator

M4.2 Summary of review of methods for the calcalatof Natura 2000 payments 5 6
completed and internal report delivered to WP1 pregented at the review
workshop

M4.3 Preliminary national grids completed and pnéseé at the mid-term 8 12
workshop

M4.4 Grid for the calculation of Natura 2000 paymentmpteted and delivered tp 13 21
WP8

M5.1 Review of methods for payment calculationsfonestry measures in the 2 4

partner countries completed and internal natioepbrts delivered to WH
coordinator

M5.2 Summary of review of methods for payment dalbons in forestry measures 5 6
completed and internal report delivered to WP1 pregented at the review
workshop

M5.3 Preliminary national grids completed and presentgd the mid-term 8 12
workshop

M5.4 Grid for payment calculation in the forestrgamure completed and delivered|to 13 21
WP8

M6.1 Review of methods for payment calculationsmmal welfare and meeting 2 4

standards measures in the partner countries ccedpéeid internal nationgl
reports delivered to WP coordinator

M6.2 Summary of review of methods for payment clalitons in animal welfarg 5 6
and meeting standard measures completed and ihtepart delivered to
WP1 and presented at the review workshop (WS2)

M6.3 Preliminary national grids completed and pnéseé at the mid-term 8 12
workshop

M6.4 Methodological grid for payment calculation @mimal welfare and meeting 13 21
standard measures completed and delivered to WP8

M7.1 Case study analysis of existing grids completed results presented at the 4 12
mid-term workshop

M7.2 Case study analysis of proposed grids from2ABPcompleted 13 18

13
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M7.3 Documentation of examples of new grids congaletnd delivered to WP 8 19 21

M8.1 General structure of the methodological gddseloped and provided to WP2- 5 9
WP6

m8.2 Assessment of baseline requirements of tlierelift RD measures completed and 5 9
internal report delivered to WP2-WP7

M8.3 Mid-term workshop held to assess the progiasgrid development and 12 12
experiences from case study analysis

M8.4 Software tool for methodological grids cometetind tested 16 22

M8.5 Summary report and user guide for grid devalemt completed and forwarded to 21 23
WP9

M9.1 The dissemination of the project results cowmted and final workshoy 24 24
(WS4) held

M9.2 The project results synthesised and final mepampleted 21 24

3.2. Planning and timetable

The overall project span is two years. The lendtlthe project is given the by description of
Task 14 provided by the Commission and the differeitestones of the project, as outlined in
section 2.1, have been defined to achieve the tgsowithin the two year period.

Table 2 Timetable

Months |

Milestones 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24

WP1: M1.1

M1.2

M1.3

WP2: M2.1

M2.2

M2.3

M2.4

WP3: M3.1
M3.2
M3.3
M3.4

M3.2

M3.3

M3.4

WP4: M4.1

M4.2

M4.3

M4.4

WP5: M5.1

M5.2

M5.3

M5.4

WP6: M6.1

M6.2

M6.3

M6.4

WP7: M7.1

M7.2

M7.3

WP8: M8.1

M8.2

M8.3

M8.4

M8.5

WP9: M9.1

M9.2

14
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i

h W Ps 2-6 Development of — : Y
W Ps 2-6 Summary | —p e W Ps 2-6 Revision W Ps 2-6 Integration of \
of the national ; measure specific grids for each of National grids —> Nationa gridsinto one :
reviews for each RD : partner country EU-wide applicable :
measure ' | methodological grid for '
' A each RD measure '
* W P8 General :
- Review design and W P8 9ynthesis of H
W P1 - nthesis Workshop structure of grids Grid Development .
of measure (W S2) and assessment of .
-specific reviews baseline H
from WPs 2-6 requirements for E
- RD measures. :
. PHASE 1 S T e v - 5
N e e e e e . ' W P7 - Case-study analysis of - eenng (o] W P7 - !llusranon of W P8 Software !
' —————p existing approaches derives proposed grids the appllcailqn of t'he development, User !
. recommendations for new grids| developeg grids Usllng guide for grids and '
; case study examples software tool H
: —> :
. PHASE 2
H W P9 Synthesis of project results,
E Coordination of dissemination of
' results
: / Final Workshop (W S4)
\ PHASE 3

Figure 2 Graphical presentation of the project compnents and sub-tasks
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The above figure summarises the linkages betweendifferent workpackages. WP1 first will
define the framework for the review of the differemethods applied for the calculation of
payments in the RD measures in the partner cosnémel provide an internal report to the RD
measure-specific Workpackages WP2 — WP6. WP2 — WilP6onduct the comparative analysis of
the different payment calculation methods dividedwo steps: Firstly, team members from each
partner country will collate the relevant infornwatifor their country case study and provide an
internal national report for each country in eadd Reasure-specific workpackage. Secondly, the
workpackage leading team will then summarise thional information to an internal review report
for each RD measure and present their findingheatdview workshop (WS2). WP1 will based on
these findings produce a review synthesis and elebvreport to the other WPs (deliverable D2).
With the review workshop the first phase of thejgcowill be completed.

Following the review, the second phase of the ptogtarts with the definition of the general
structure and design of the methodological grigsdected in WP8, which will be provided to the
measure-specific workpackages to develop nationds gor each RD measure in each partner
country and present preliminary grids at the migatevorkshop (WS3). Parallel, WP7 will be
analysing case studies of the existing methodpdgment calculations, provide the outcome to the
Workpackages 2 — 6 and present the results anthidghéerm workshop. The mid-term workshop,
organised by WP8, will be used to discuss the pssgand potential problems of the grid development
as well as evaluate preliminary results of the saseéy analysis and their consequences for thgmlesi
and structure of the grids. The workshop will briogether representatives of government agencies
from the partner countries and other relevant siglkers, update end-users on the project progreks a
allow to incorporate their feedback.

The workshop results will provide the basis to sewthe national grids in the Workpackages 2 — 6 and
to test these grids through case studies in WPZ filidings of the case study testing will inforne th
revision of the national grids. However, this isrs@s an iterative process where in close collibara
national grids will be revised and tested at varistages of the revision. In the next step themaiti
grids will be integrated to one methodological gadeach RD measure by the relevant workpackage
leading team and finally delivered to WP8 (delilsdea D4, D5, D6, D7, D8 and D9). After testing the
final grids, WP7 will be illustrating examples ftive application for each grid choosing suitablescas
studies for each partner country and some selaetgidns and forward the case study report to
Workpackages 8 and 9 (deliverable D10). It willrthe the responsibility of WP8 to carry out thefin
steps of phase 2 of the project. WP8 will syntlegethie grid development and provide a summary report
on grid development (deliverable D11) and basethennformation provided by, and in collaboration
with, WP2 — WP7 develop the software tool for thpligation of the grids. At the end of phase 2, WP8
will have produced the software tool includingdtecumentation and user guide (deliverable D12).

The project synthesis in Phase 3 will summarise aberall project outcome and it will be the
responsibility of the project co-ordinator to maadige dissemination of the project results androsga
the final project workshop (WS4). At the final wehop the methodological grids for the calculatibn o
payments in the different RD measures will be destrated to government agencies from the partner
countries and Commission Services. Finally, thal fomoject report will be delivered to the Comnussi
(deliverable D14).

The complex nature of the project with a large nembf cross-linkages between the different
workpackages requires a suitable control systeensure that the project progresses on time and
all milestones and deliverables all fulfilled. Thidl be achieved through monthly progress reports
from all partners, the delivery of internal repaatsd the deliverables and milestones outlineden th
workpackage description ensuring that the requiled and information will be made available on
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time for the teams in the various workpackageswilt be the responsibility of the project co-
ordinator, supported by the management board, toagethe on-line project platform and to
guarantee the punctual delivery of all reports (fmre details on project management see section
6).

Table 3 and Table 4 summarise the workpackagedalivkerables for the whole duration of the
project.

Table 3 Workpackage list (full duration of project)

Work- Workpackage title Lead Person- Start End Deliv-
package contracto | months month mont erable
No r h No
No
WP1 Review of payment calculations 4 12 1 7 D2
WP2 Elaboration of a methodological 3 22 2 21 D4

framework for the payment
calculation in agri-environment
measures

WP3 Elaboration of a methodological 6 20 2 21 D5
framework for the payment calculatign
for compensatory allowances

WP4 Elaboration of a methodological 4 14 2 21 D6
framework for the payment calculatign
for Natura 2000 payments

WP5 Elaboration of a methodological 1 14 2 21 D7
framework for the payment calculatign
for forestry measures

WP6 Elaboration of a methodological 5 14 2 21 D8, D9
framework for the payment calculatign
for animal welfare and meeting
standard measures

WP7 Case study analysis of existing and 2 28 4 21 D10
proposed grids

WP8 General design of grids and softwdre 7 18 5 23 D11,
development D12

WP9 Project synthesis 1 11 21 24 D14
TOTAL 153

17



AGRIGRID Final Report May 2009
Table 4 Deliverables list (full duration of projec)
Deliverable Deliverable title WP no Lead Estimated | Nature Dis- Delivery
No participant person semination date
months level

D1 Internal and public website 1-9 1 1 6] PU 3

D2 Summary report on review of payment calculatifors| 1 4 12 R PU 7
RD measures

D3 First annual report to Commission 1-9 1 1 R CO 2 1

D4 Methodological grid for agri-environment measure 2 3 22 P, R PU 22

D5 Methodological grid for compensatory allowances 3 6 20 P, R PU 22

D6 Methodological grid for Natura 2000 payments 4 4 14 P,R PU 22

D7 Methodological grid for forestry measures 5 1 14 P, R PU 22

D8 Methodological grid for animal welfare measures 6 5 7 P, R PU 22

D9 Methodological grid for meeting standards measur 6 5 7 P,R PU 22

D10 Summary report on case study analysis of exjstind 2 28 R PU 22
proposed grids

D11 Summary report on grid development 8 7 1 R PU 3 2

D12 Software tool for methodological grids and uggide on 7 17 P,R PU 23
grid development

D13 Second annual report to Commission 1-9 1 1 R CO 24

D14 Project synthesis and final report to Commissio 9 1 11 R CO 24

D15 Technical implementation plan to Commission 1-9 1 1 R CO 24

AGRIGRID Final Report
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4 PROGRESS

4.1. Overview of progress in deliverables and milestorse

Before progress in the different workpackages pored in more detail in the section
4.2, an overview is provided on the progress ateptolevel by indicating which
deliverables and milestones have already been e&tetpbr are in progress.

In the first year of the project three out of 19ivkrables were expected to be finished.
The nature of the project with the developmenthef inethodological grids in the second
year implied that most of the deliverables wereedlclted in year 2. As Table 5 and Table
6 show, the project made good progress with the naaiks carried out and completed as
planned in the Description of Work. The internatl gublic website was developed and
activated in month 2. Since then, regular updatese added to the website. The
summary report on the review of payment calculatifumn RD measures (deliverable D2)
was completed and sent to the European CommisEi@completion of deliverable D2
marked the successful end of the first phase ofptiogect. The information obtained
from the review of the payment calculations in niflé countries provided the basis for
the development of the methodological grids. THargasion of this report completed the
third deliverable.

Work on the deliverables D4 — D9 was started in tin@nof the first year and all partners
across the different workpackages finished firsskéaand milestones under these
deliverables. The provision of these deliverabless vécheduled for month 22. The
remaining deliverables D10 — D15, which were manggorts, were completed between
month 22 and 24.

In the second year of the project the remainingd&Bverables were completed. All
research tasks were carried out and completechasgd in the Description of Work. The
methodological grids were developed for the différairal development measures and
the case study analyses were completed (deliverdbde— D10). Also, the summary
report on the grid development and the softwareitsngiser guide (deliverables D11 and
D12) were completed and sent to the European Cosionis The completion of
deliverable D12 marked the successful end of teeameh tasks of the project.

The final report and the technical implementatitenp(deliverables D14 and D15) were
completed and submitted to the European Commission.
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Table 5 Status of Deliverables

May 2009

Deliverable Deliverable title WP no Lead Estimated | Nature Dis- Delivery
No participant person semination date
months level

D1 Internal and public website 1-9 1 1 (O] PU 3

D2 Summary report on review of payment calculations| 1 4 12 R PU 7
RD measures

D3 First annual report to Commission 1-9 1 1 R CO 12

D4 Methodological grid for agri-environment measures | 2 3 22 P, R PU 22

D5 Methodological grid for compensatory allowances 3 6 20 P, R PU 22

D6 Methodological grid for Natura 2000 payments 4 4 14 P, R PU 22

D7 Methodological grid for forestry measures 5 1 14 P, R PU 22

D8 Methodological grid for animal welfare measures 6 5 7 P, R PU 22

D9 Methodological grid for meeting standards measures| 6 5 7 P, R PU 22

D10 Summary report on case study analysis of existimdy| 7 2 28 R PU 22
proposed grids

D11 Summary report on grid development 8 7 1 R PU 23

D12 Software tool for methodological grids and useidguin| 8 7 17 P,R PU 23
grid development

D13 Second annual report to Commission 1-9 1 1 R CO 24

D14 Project synthesis and final report to Commission 9 1 11 R CO 24

D15 Technical implementation plan to Commission 1-9 1 1 R CO 24
Completed

AGRIGRID Final Report
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Table 6 Status of Milestones
Milestones Start month  End month

General framework and methods for data collectiwhthe
comparative analysis of the payment calculationgHe
different RD measures developed and provided to NP5

M1.1

Review workshop (WS2) held and the outcome of

M1.2 measure-specific reviews provided by WP2-WP6 asskess

Synthesis and summary report of reviews on the pay!
calculations for the five different RD policy meassi in the
partner countries completed and provided to othBesW

M1.3

Review of methods for payment calculations in agrironment
measures in the partner countries finalised arariat national
reports delivered to WP coordinator

M2.1

Summary of review of methods for payment calcutesio agri-
environment measures finalised and internal regelivered to
WP1 and presented at the review workshop

M2.2

Preliminary national grids completed and preseatethe mid-

M2.3 term workshop

Methodological grid for payment calculation in thegri-

Azs environment measure completed and delivered to WP8

13 21

Review of methods for the calculation of compensat
allowances in the partner countries finalised antkrnal
national reports delivered to WP coordinator

M3.1

Summary of review of methods for the calculation
compensatory allowances finalised and internal nte
delivered to WP1 and presented at the review wayiksh

M3.2

Preliminary national grids completed and preserdedhe

AR mid-term workshop

Grid for the calculation of compensatory allowancempleted

M3.4 and delivered to WP8

13 21

Review of methods for the calculation of Natura @(
payments in the partner countries finalised anderial
national reports delivered to WP coordinator

M4.1

Summary of review of methods for the calculationNaftura
2000 payments completed and internal report deliveio
WP1 and presented at the review workshop

M4.2

Preliminary national grids completed and preserdedhe

M4.3 mid-term workshop

Grid for the calculation of Natura 2000 paymentspteted

M4.4 and delivered to WP8

13 21

Review of methods for payment calculations in fome:
measures in the partner countries completed arernit
national reports delivered to WP coordinator

M5.1

Summary of review of methods for payment calcutetiin
forestry measures completed and internal repoiveted to
WP1 and presented at the review workshop

M5.2

Preliminary national grids completed and preserdedhe

e mid-term workshop

Grid for payment calculation in the forestry meascompleted

M5.4 and delivered to WPS8

13 21

Review of methods for payment calculations in aril
welfare and meeting standards measures in the que
countries completed and internal national repoets/ered to
WP coordinator

M6.1
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Summary of review of methods for payment calcuteiin

Aoz animal welfare and meeting standard measures ctsdpdand 5 6
internal report delivered to WP1 and presentedatréview
workshop (WS2)
M6.3 Preliminary national grids completed and preserdedhe 8 12
' mid-term workshop
M6.4 Methodological grid for payment calculation in aaimvelfare 13 21
) and meeting standard measures completed and @elitceYVP8
M7 1 Case study analys_is of existing grids completed masuilts 4 12
) presented at the mid-term workshop
Case study analysis of proposed grids from WP
M7.2 completed Yy anay prop 9 13 18
Documentation of examples of new grids completed
A= delivered to WP 8 19 .
M8.1 General structure of the methodological grids deped and 5 9
) provided to WP2-WP6
Assessment of baseline requirements of the diffefRD
sz measures completed and internal report delivergdRa-wp7 o 9
M8.3 Mid-term workshop hgld to assess the progress il 12 12
' development and experiences from case study amalysi
M8.4 Software tool for methodological grids completed tasted 16 29
M85 Summary report and user guide for grid developroentpleted 21 23
: and forwarded to WP9
The dissemination of the project results coordidatad final
M9.1 workshop (WS4) held 24 24
M9 2 The project results synthesised and final report cmpleted 21 24

|:| Completed
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4.2. Progress in workpackages

May 2009

Workpackage number WP1 (Review of payment calculations)
Phase: 1

Start date: Month 1

Completion date: Month 7

Partner responsible: 4

Partner: 1 2 3 4 5 6 7 8
Person months allocated: 1 1 1 6 1 1 1 O
Used in year 1: 1 1 1 7 1 12 1 O
Used in year 2: 0 0 0 0 0 0 00
Total: 13.2

Objectives

1.To provide the general framework for data collettamd the comparative analysis of
payment calculation methods for the different RDamges in selected partner

countries

2.To provide the review synthesis and produce thensamy report on payment
calculations for the different RD policy measuneshie selected partner countries

Deliverable

Description Status

D2

Milestone

Summary report on reviet Complete
of payment calculations fc
RD measures

Description Status

M1.1

M1.2

M1.3

Current status:

AGRIGRID Final Report

General framework an Complete
methods for data collectio

and the comparativ

analysis of the paymel
calculations for the differer

RD measures develops

and provided to WP2-WP6

Review workshop (WS2 Complete
held and outcome ¢
measure-specific  review
provided by WP2-WPX
assessed

Synthesis and summa Complete
report of reviews on th

payment calculations for th

five different RD policy
measures in the partn
countries

Completed in Year 1.
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Progress
The project kick-off workshop was held on™%nd 18 January at the Macaulay

Institute (Partner 1) in Aberdeen. In the conteixtvorkpackage 1, the main purpose of
the kick-off meeting was to discuss the tasks i finst phase of the project and to
identify key issues for the development of the gehgamework for data collection and
comparative analysis of the payment calculationstiie different rural development
measures.

After the kick-off workshop, partner 4 finalisecetjeneral framework for the review and
milestone M1.1 was completed. Based on the gefraralework, partners 1, 3, 4, 5 and
6, who were responsible for workpackages WP2 — WRéted six questionnaires for
the six types of investigated rural developmentsuess (compare with progress reported
under respective workpackages). The questionnamaaded questions on basic data
about RD measures, methodology of the payment ledilon describing eligible criteria,
scheme commitments, approaches for payment catmuland impact of other factors on
payment rates, data sources and administrativetsteuand problems identified during
payment calculation and their solutions.

List of key questions in the questionnaires

« What kinds of measures exist in the partner coesri

« What kind of payment differentiations exist in {h@tner countries?

« What differences exist in eligible criteria and caitments?

+ What cost components are considered in the caion&it

+ What approaches are used to quantify the differestt components?

« What types of data are used in the calculationssrat sources are used?

+ What problems are identified in the calculation &og are these dealt with?

Two ways of obtaining data on different approacla&s payment calculation were
defined. The first one was collecting data fromesstble literature such as draft rural
development plans and the second approach was comglunterviews with persons
responsible for payment calculations in the paymeagencies or government
administrations. Every partner and sub-contractdlected the required information for
each investigated rural development measure (caenwdh Table 7) and filled in the
questionnaires through literature review and inearg. The responsible partners leading
WP2 — WP6 provided a summary report for each meaklopment measure to partner 1
(compare with progress reported under respectivekpaekages) and presented the
outcome at the review workshop organised by workage 1 in Prague on 17 July 2007.
Error! Reference source not found.provides an overview of which rural development
measures have been investigated in this review.

The review covered mainly area-based RD measurdsiretudes agri-environmental
measures, natural handicap payments, Natura 20@6ures, forestry measures, meeting
standards and animal welfare measures. Data doltecovered nine EU member states:
Czech Republic (CZz), Germany (DE), Finland (Fl)e€se (GR), Italy (IT), Lithuania
(LT), Scotland (SCO) Poland (PL) and Spain (ES}hé&digh not all of these measures
were implemented in each of the selected countiiesgoverage (and amount of data) is
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sufficient for a meaningful synthesis in the contefixthe AGRIGRID project.

Table 7 Investigated measures by partner/region

Code CZ DE DBEwp DEwgw ES ESc ES. ESy FI GR ITgr ITyms ITven LT PL SCO
Meeting standards

131 - X - - X - - - - v X X v - - -
Natural handicap payments

211 v X X v v X X X v v X v X - v L,
212 v X X v v X X X v v X v X v v
Natura 2000 on agricultural land

213 v X X v X - X v - - X v X v v -
Agri-environmental measures

214 v v v v X v X v v v X X v v v v
Animal welfare

215 - Vv X X X - v - v v v X X - - v
Forestry measures

221 v X - X X v X v v v X 4 X v v v
222 - X - X X - X - - v X v X - - -
223 - X - X X - X - - v X 4 X v v 4
224 v X X 4 X - X - - v X v X v - -
225 v X v X X v X - - 4 X v X v - v
226 v X - X X 4 X 4 - v X 4 X v v -

v/ = implemented, - = not implemented, x = not inigeted

The purpose of the workshop was to discuss theomécof the review of payment
calculations in a range of different rural devel@gmin measures. Government
representatives from the nine project countriestaedoroject officer from the European
Commission attended the workshop (see also seBjiorhe workshop included sessions
on payment calculations in agri-environment measureatural handicap payments,
Natura 2000 payments, forestry measures and aniveHbre and meeting standard
measures. Based on the outcome of the reviews,ideeyes for the development of
methodological grids for payment calculations weliscussed with the workshop
delegates and incorporated in the overall reviemrsary report, deliverables D2. The
workshop with government representatives markeddnepletion of milestone M1.2.

Following the workshop and further discussions leetv the project partners, the
deliverable D2 was completed on time and sent éoBhropean Commission. With the
submission of the deliverable report D2 the milestd11.3 of workpackage WP1 was
complete. This was a report entitled ‘Summary reparreview of payment calculations
for rural development measures’. The main purpdsehie report was to synthesis the
review the different approaches used to calculatgments in EU rural development
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measures based on the measure-specific summarytsgpovided by WP2 — WP6.

Integrating the main findings from the review withe feedback from government
representatives, the following general and measpeeific key issues for future payment
calculations can be summarised as follows:

General key issues:

= complexity of calculations versus simplicity (batarbetween scientific approaches
and political acceptability)

= development of suitable incentives at the farnellev

= lack of suitable and current technical, economic] gegional data

= differentiation of the issues in relation to implemiation and justification of
payments and measures

= need to test efficiency (gains) of more differet@thapproaches

= lack of methodological experiences (considerableertainties in relation to some
specific parameter values used for calculationpigdransaction costs)

= rigidity of RDR requirements and the WTO framewadides not allow to consider
payments for environmental benefits and differenbegsween intensive and
extensive farming.

Measure-specific key issues:

« stakeholder interests affect payment design anculedion through consultation
process (AEM, forestry measures)

= fixed costs can not be considered in payment caticul (AEM, AWM)

= payment calculations are not flexible because ah@asion guidelines which are,
at least in some cases, not effective (AEM, foyesteasures)

« difficulties in payment calculations hinder innaest in application of new
measures (AEM, Natura 2000 payments)

= definition and calculation of baseline requiremg@sM, LFA, AWM)

« implementations and payment calculations are drbedifferent objectives (LFA)

= changes in the policy and economic environment, mayket developments, are
not considered in payment calculations (AEM, LFA)

= uncertainty in relation to transaction costs (AENYM).

In addition, payment levels are not only determibgdhe methods of calculation used

but, to a large extent, by external factors suclolgectives of other European and

national policies, financial considerations, staMdbr influences and payment levels

from previous RDPs (‘path dependency’). Most ofvebmentioned problems and issues
within payment calculations confirm that sufficieabd long-term research, enabling

innovation, using more variations of payment catioh method and data sources, is at
present missing. More attention should be paidutth sesearch within the future design

of RD measures and RDPs overall (e.g. within thgpett of technical assistance actions
provided through the EAFRD).

From a practical point of view concerning the pledirdevelopment of methodological
grids for the payment calculations, the differencepayment calculations between the
investigated countries and regions emphasise orikeomain challenges in developing
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such grids: trying to create a harmonised methogp&yment calculations which, at the
same time, allows consideration of regional circtamses and maintains relatively low
administration costs. The different methods of pagtrcalculation are only one of the
reasons for difference of payment levels within R@ measure. The other identified
challenges for creation of common harmonised gadsoss member states include
mainly:
= large variation in applied eligibility criteria ambmmitments
= range of payment differentiation
= difference in suitable and detailed data availghiliheir reliability, data sources
and reference period of used data
= different definition and calculation of baselingue@ements
= different time of providing of the payment (mairily forestry measures: one-off
payments, payments for 5, 7 or up to 20 year pgriod
= different degree of transparency of payment catmna

However, the review showed that certain similasittean be found across countries, and
some harmonisation of payment calculation processeshe form of common
methodological grids is feasible, but only on tksuanption that some simplification and
selection of the most common commitments and payc@nponents will be adopted.

Discussion and outlook

The review of applied approaches to payment cdionis in the nine countries was

successfully completed. Overall, the review collatand synthesised sufficient

information and data for the development of harmedi methodological grids for the

payment calculations in the different rural devel@mt measures. However, it is

important to note that the detailed information @@ming payment calculations, in

particular, provided in the annexes of deliveraldport D2 can change, as further
revisions to the rural development plans are implaied in the various countries. The
fact that in most countries rural development plaese not approved in spring 2007 led
to a slight delay in the finalisation of the revielvwas decided with the approval of the
project officer to extend the review by a few mantb capture at least some of the ‘last
minute’ changes in payment calculations in ruraledi@oment plans. This also meant that
staff time used for the review was slightly abovigioal estimations. However, this was

balanced in the second year of the project.

The synthesised data obtained during the review wgasl as a basis to develop the
general framework for the grid development in WR&I dacilitate the case study
selection in WP7. In addition, based on the infdramaon payment differentiation and
cost and revenue components used in the invedligetgment calculations, harmonised
logic diagram models were developed for each inyatstd rural development measure,
which formed the first main step of developing measspecific methodological grids.
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Workpackage number WP2 (Elaboration of a methodological
framework for the payment calculation in
agri-environment measures)

Phase: 1

Start date: Month 2

Completion date: Month 21

Partner responsible: 3

Partner: 1 2 3 4 5 6 7 8
Allocated person months: 2 2 9 2 2 3 2 0
Used in first year: 1 15 7 1125 3 2 O
Used in second year: 1 05 12 1075 0 2 0
Total: 34

Objectives

1.To carry out a comparative analysis of the differaethods for payment calculation in
the agri-environment measure in the partner coesmtind their regions

2.To identify and incorporate quantifiable critenathe proposed methodological grids

3.To develop national grids for the calculation ofignvironment payments

4.To develop a methodological grid for payment caltioh in the agri-environment
measure

Deliverable Description Status

D4 Methodological grid for Complete
agri-environment

Milestone Description Status

M2.1 Review of methods fo Complete
payment calculations in agt
environment measures in tl
partner countries finalise
and internal national repor
delivered to WP coordinator

M2.2 Summary of review o Complete
methods for paymer
calculations in agri
environment measure

finalised, internal repor
delivered to WP1 an
presented at the revie
workshop (WS2)

M2.3 Preliminary national grid: Complete
completed and presented
the mid-term workshop

M2.4 Methodological grid for Complete
payment calculation in agr
environment measut

completed, delivered to WP
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Current status: Complete

Progress during first reporting period

Milestones M2.1 and M2.2

The work in workpackage WP2 focused in the firsaryen fulfilling objective 1 to carry
out a comparative analysis of the different methimidgpayment calculation in the agri-
environment measure in the partner countries aett tegions. There is, however, an
extremely large variety of agri-environment measuseib-measures and schemes offered
to farmers across the EU. In the 12 member statdsegions (seeTable 8) examined,
there are at least 177 different types of contragtslable to be signed. They are grouped
into 103 measures across member states/regiosspasarised in Table 8 below.

Table 8 Agri-environmental programmes 2007-2013 iparticipanting MS/Regions

MS/Region Measures  Submeasures Types of contractgadlable
Ccz 4 19 19
DE 13 15 n.a.

DEnrw 6 9 n.a.
DEuwpe 3 3 n.a.
ES:c 24 n.a. 24
ES 4 n.a. 4

FlI 3 34 34
GR 16 22 22
ITve 15 n.a. 15
LT 4 12 12
PL 8 38 38
SCO* 3 9 9
TOTAL 103 177

* The list only contains those measures which vievestigated in the review.

Due to the large number of different agri-enviromin@easures, the project team decided
to limit the review of agri-environment measuresthoee sub-measures per country
(including potential sub-measures). To allow a campve analysis and, at the same
time, cover a wide range of different types of agrvironment payments, one common
sub-measure across all countries (conversion tanacgfarming) and two country-
specific sub-measures were chosen. For exampl8catland payment calculations in
‘creation and management of species rich grassland’ ‘creation and management of
water margins’ were reviewed, while measures inirSpacluded conservation of rare
livestock breeds and management of mountain pasture

Following the development of the general framewdde the review through

workpackage WP1, partner P3, responsible for therkparkage, created the
guestionnaire for the agri-environment measuressamdmeasures. Feedback from each
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partner was incorporated into the final versionhef questionnaire. Each partner and sub-
contractor then collated the data for selected-egvironment measures and sub-
measures in their country and provided an interepbrt to partner P3. The internal

national review reports on agri-environment measomnpleted milestone M2.1.

A summary report reviewing payment calculationsdgri-environmental measures was
produced by partner P3 in August 2007, and milestbt?2.2 completed. Before the
completion of the report, interim results were préed to government representatives at
the review workshop in Prague and the outcome efltecussions, as well as comments
from all partners, incorporated into the reportvdts published on the project website and
provided the material on agri-environment meastoethe deliverable report D2.

The summary report showed that agri-environmentsomes are implemented in all
investigated countries and regions and confirmedsdriety of submeasures and schemes
offered to farmers across the EU. Generally, payntiffierentiations are based on
crop/animal type, farm structural characteristiod apatial dimensions, in addition to the
main factor representing various management ppguoms applied to achieve the
environmental objectives.

Considering the calculation components, the incdaregone was estimated mainly
through gross margins (GMs) or by direct calculatimonsidering yield reductions.
Subsidies lost were the third element of the incoAdditional costs included in the
calculation vary across countries / regions but rgnthe main items are labour and
machinery costs. However, the main problem lies wite calculation of transaction costs
and the classification of certain cost items eitlasr additional costs incurred or
transaction costs. Three approaches were applismbsacountries to determine TCs:
detailed calculation; simple reference of the ¢eréanount; and non-involvement at all.

For the calculation three types of methodology wesed. In cases where an appropriate
database was available, direct comparison of exgisiamples of participants and non-
participating farms was conducted. When such dats wnavailable or inadequate (in
terms of coverage and representativeness), a oramstion procedure was selected using
non-participating farms as a reference situatiosh @pplying transformation coefficients
where appropriate; the respective participant éguwere then calculated. The third
methodology applied, in cases of extreme lack t¢d,dan ad hoc selection of income and
/ or cost items and the sum of these was defineth@samount to be paid. Hybrid
methods combining elements from the above methgdedowere also used. The
selection of the method was data driven.

Methodologies used on payment calculations
» Comparison of actual farm gross margins of pardtiig and no participating
farms
» Use non patrticipant farms as a starting point drahge the appropriate cost and
income elements.
e Ad hoc approach.
e Hybrid method
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Milestone M2.3

Following the review, partner 3 started with pregpary work for the development of
preliminary methodological grids for agri-environmemeasures (Milestone M2.3).
Using the first draft of the general framework tbe grid development provided by
partner P7 in workpackage WP8, partner P3 preparefirst draft for the ‘agri-
environment grids’ including first ideas for theclasion of baseline criteria in the
payment calculations. A revised and elaborated tii@s been presented at the mid-term
workshop in Venice in February 2008. Milestone M&&s ongoing at the end of 2007
and was then finalised in the second project yearoject month 14. Thus, more details
on the final output of milestone M2.3 will be prded in the second annual report.

Discussion

The first two milestones M2.1 and M2.2 in relatitm the review of the payment
calculations were successfully completed. Work oilestone M2.3 was at a very
advanced stage at the end of 2007 and completddtimet presentation at the mid-term
workshop in February 2008. Together with the gdndéramework for the grid
development provided by partner P7 in workpackad&Y\milestone M2.3 provided the
platform for the software development in the nesdry

Due to student protests in partner 3's Univerghyg, external researcher and the research
assistant was contracted on the 6th month of tlogegir Up to the 6th month, WP
milestones were prepared by the rest of the pragjdt to ensure the timely progress of
the different project tasks.

Progress during second reporting period
Milestones M2.3 and M2.4

During the second year of the project the methaglobd framework for the payment

calculation in agri-environmental measures was qmesl, tried, debated and finalised.
Agri-environment measures are the most complex degelopment measures covered
by the project. In the 12 member states and regexasnined, there are at least 177
different types of agri-environment contracts asfalié. Following the review, partner 3
started with preparatory work for the developmeinpmrliminary methodological grids

for agri-environment measures (Milestone M2.3).ndsthe first draft of the general

framework for the grid development provided by part P7 in workpackage WP8,

partner P3 prepared a first draft for the ‘agriiemvment grids’ including first ideas for

the inclusion of baseline criteria in the paymeaicuglations. A revised and elaborated
draft was presented at the mid-term workshop inid&eim February 2008.

The draft grids included the different core parfstiee calculation process including
baseline requirements, relevant commitments definede rural development measures,
lists of practices reflecting required changesamt management, lists of cost, revenue
and income components and payment differentiatetegories and elements. Further
improvements and expansions were incorporated enntlethodological grid for agri-
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environment measures and the application of thesedvversion with a couple of
examples was presented at the project meetingsntofni in June 2008 and Berlin in
September 2008. Feedback from government représestavas implemented in the
final version which was then presented at the fipedject meeting in Brussels in
December 2008. The results were reported in delblerD4 and the final methodological
grids delivered to WP8 (milestone 2.4).

Discussion

In a situation as complex as the case of AEMscpatiakers and administrators tend to
adopt those measures which are easier to handipogad innovative schemes that can
not be easily monitored and that require complatatalculations for their design and
assessment would be unpopular. This is the maionagt for the usefulness of the
calculation grids produced by this project. Thepmsed methodological grid for the
calculation of AE payments as well as the softwaiteenable policy makers at all levels
of administration to overcome the problem of comjpe increase their flexibility and
thus allow them to adopt innovative measures.
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Workpackage number WP3 (Elaboration of a methodological
framework for the payment calculation
for natural handicap payments)

Phase: 1

Start date: Month 2

Completion date: Month 21

Partner responsible: 6

Partner: 1 2 3 4 5 6 7 8
Person months allocated: 2 2 2 2 2 8 2 0
Used in first year: 1 15 1 1125 6 1 O
Used in second year 1 05 1 1075 2 1 O
Total: 20

Objectives

1.To carry out a comparative analysis of the differaethods for payment calculation in
compensatory allowances in the partner countridslair regions

2.To identify and incorporate quantifiable critenathe proposed methodological grids

3.To develop national grids for the calculation ofnpensatory allowances

4.To develop a methodological grid for the calculated compensatory allowances

Deliverable Description Status
D5 Methodological grid for Complete
compensatory allowances

Milestone Description Status

M3.1 Review of methods for th Complete
calculation of compensatoi
allowances in the partne
countries  finalised an
internal national report
delivered to WP coordinatc

M3.2 Summary of review o Complete
methods for the calculatio
of compensatory allowance
finalised and internal repo
delivered to WP1 an
presented at the revie
workshop (WS?2)

M3.3 Preliminary national grid: Complete
completed and presented
the mid-term workshop

M3.4 Grid for the calculation o Complete
compensatory  allowance
completed and delivered -
WPS8
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Current status: Complete

Progress during first reporting period

Milestone M3.1 and M3.2

The work in workpackage WP3 focused in the firsryen fulfilling objective 1: to carry
out a comparative analysis of the different metHodpayment calculation in the natural
handicap payments in the partner countries and tbgions. Natural handicap payments
in mountain areas (211) and in other areas withdicaps (212) contribute, through
continued use of agricultural land, to maintainthg countryside as well as maintaining
and promoting sustainable farming systems. Thegeng@ats compensate for farmers’
additional costs and income foregone related tanpaent handicap for agricultural
production in the area concerned.

Following the development of the general framewdde the review through
workpackage WP1, partner P6, responsible for therkparkage, created the
qguestionnaire for the natural handicap payment®diba&ck from each partner was
incorporated into the final version of the questiaine. Each partner and sub-contractor
then collated the data for the natural handicapr@ags in their country and provided an
internal report to partner P6. By providing thesmtal national review reports on natural
handicap payments, milestone M3.1 was successfaitypleted.

A summary report reviewing payment calculations riatural handicap payments was
produced by partner P6 in August 2007, and milestd8.2 completed. Before the
completion of the report, interim results were preéed to government representatives at
the review workshop in Prague and the outcome efdticussions, as well as comments
from all partners, incorporated into the reportfdtused on the payment calculation
methods of compensatory allowances (natural hapdiegments) in nine EU member
states and regions under the Council Regulation) (B98/2005. The member states and
selected regions include the Czech Republic, Fthl&reece, Lithuania, North Rhine-
Westphalia in Germany, Poland, Scotland, Spain,thadegion of Umbria in Italy. The
report was published on the project website angigea the material on natural handicap
payments for the deliverable report D2.

The summary report identified large variationshe pbjectives of the natural handicap
payments leading to different designs (includingrpant calculations) of these payments
across member states. In the Czech Republic, Einl@neece, Lithuania, North Rhine-

Westphalia in Germany, Scotland and Spain, thectibbgs of natural handicap payments
include continued agricultural land use and farmaetjvities in naturally less favoured

areas. The continued use of agricultural land pidmote sustainable farming systems
and contribute to the conservation of the enviromimigiodiversity and rural landscape in
the Czech Republic, Finland, Greece, Lithuania,tl8od, Spain, and the region of

Umbria in Italy. It was also mentioned that the m@nance of minimum rural population

level or viable rural communities is an objectinethe Czech Republic, Finland, Greece,
Spain, and Umbria.

AGRIGRID Final Report 34 January 2007 to December 2008



AGRIGRID Final Report May 2009

The payment levels and structures of natural hapdipayment schemes vary
significantly among the reviewed states and regidhss is not surprising, since natural
conditions in Europe also vary noticeably and thisreno robust measure of natural
handicaps or generally acknowledged reference fevglayment calculations.

Most states and regions measure handicaps at rpaliigilevel, but some, such as
Scotland, Spain and North Rhine-Westphalia in Gegmécus also at farm level. Soil

and land quality are typical proxies which meastine severity of natural handicaps.
Also, differences in farm incomes between farmsated in less favoured areas and in
non-less favoured areas are widely utilised.

Almost all reviewed states and regions differeptia@tural handicap payments and these
differentiations are closely related to LFAs detmtion covering a wide range of
parameters. This allows policy-makers to addreg®mnal and local variation better in the
levels of natural handicaps, but it also makesogsible to promote other objectives
which may not be in line with the objectives men&d in the EC Reg. 1698/2005.
Consequently, the complexity of natural handicagnpent schemes combined with
multi-level goal-setting may jeopardise the tramspay of payment calculations and
their EU-wide distribution in a just and equitaklay.

Key payment differentiation criteria
»  Geographic regions
*  Soil quality or land productivity
e Agricultural land use

The most commonly-used approach in measuring theralaand other handicaps is to
provide a comparison of revenues and costs of falwoated in LFAs with the
corresponding data of non-LFA farms. However, sbadeems that the implementation of
natural handicap payments is not only dependennatmral conditions but also on
economic, political and administrative conditiorfstioe state or region. Therefore, the
significance of natural handicap payments in nali@gricultural policy settings varies
considerably. In the future, more attention shdagdaid to the interplay between natural
handicap payments and other rural and agriculjpodity measures. In addition, some
stricter environmental requirements should be ihetl as a condition for natural
handicap payments in order to make them more @féect

Methodologies used on payment calculations
e Comparison of revenues and costs (gross marginsymfs located in LFAs with
the corresponding data of non-LFA farms

Milestone M3.3

Following the review, partner P6 started with prapary work for the development of
preliminary methodological grids for natural haragigpayments (Milestone M3.3). Using
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the first draft of the general framework for thédgdevelopment provided by partner P7
in workpackage WP8, partner P6 prepared a firdt @vathe ‘natural handicap payment
grids’ including first ideas for the inclusion ofageline criteria in the payment
calculations. A revised draft was presented at rthd-term workshop in Venice in
February 2008. Milestone M3.3 was ongoing at the @007 and was then finalised in
the second project year in project month 14. Maitk on the final output of milestone
M3.3 is provided in the second annual report.

Discussion

The first two milestones M3.1 and M3.2 in relatitm the review of the payment

calculations were successfully completed. Work oilestone M3.3 was at a very
advanced stage at the end of 2007 and was complatiedhe presentation at the mid-
term workshop in February 2008. Together with tlemegal framework for the grid

development provided by partner P7 in workpackad&\Y\milestone M3.3 provided the
platform for the software development in the negary As explained earlier, the delay
resulted from problems in relation to finding atable date for the project meeting.

However, the objectives of natural handicap pays\éatve evolved and environmental
objectives have received more attention, therés a certain historical element involved
especially in the calculation or setting of paymeates. This makes natural handicap
payments foreseeable for the farmers but it magp aisder some necessary policy
changes.

Moreover, natural handicap payments are not onpeddent on natural conditions but
also on economic, political and administrative dbods of the state or region.

Therefore, the significance of natural handicapnpants in national agricultural policy
settings varies considerably. In future, more atenshould be paid to the interplay
between natural handicap payment schemes and ath&lr and agricultural policy

measures.

The outcome of the review suggests that, for futuaéural handicap payments, the
payment level should reflect the severity of theadieap measured against a number of
regional/national and European reference points. Ude of a single indicator may not be
sensitive to all handicaps, although this wouldrease transparency and reduce
administrative costs. The reviewed measure shordbgbly also include some stricter
requirements for farmers than just continuous fagrand cross-compliance in order to
make natural handicap payments more effective.elmerpl, it would make sense that
farmers were to influence their natural handicaygnpent rates by their production-related
choices. For instance, the application of more remwment-friendly farming practices
would result in higher natural handicap paymerdggat

Progress during second reporting period

Milestones M3.3 and M3.4
The first version of the natural handicap paymemid was completed in January 2008.
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In close collaboration with WP8, partner P6 hadtsththe development of the measure-
specific grid for natural handicap payments and thmplementation of baseline
requirements in the methodological framework alyedwring the first reporting period.

The report on the assessment of baselines in irdad the improved second version of
the national natural handicap payments grids wen¢ ® all partners in February 2008.
A presentation on natural handicap payments gnetldpment was given at the Venice
project meeting where partners compared experiencegrid development between
workpackages.

The development of natural handicap payment graigicued after the Venice project
meeting and P6 sent the proposal for the logic éwark for the natural handicap
payment measures to the other partners in ApriB200

In May and June, the cost components and diffeagoti categories and elements of the
grids were harmonised before the Santorini workshod project meeting where a
presentation on the draft of natural handicap payngeids and their application was
given and progress in the grid development andeahmining key issues were discussed.

The lists of commitments and activities based anttho country-specific examples of
natural handicap payment grids were compiled ig 2008 and comments and feedback
on issues raised in the software tool document drafe provided and discussed.

The revised measure-specific natural handicap payrgeds were presented at the
project meeting held in Berlin in September 2008.

In October, the document containing the step-bg-sipproach for natural handicap
payments was sent to all partners and the lisbef/evenue components, practices and
differentiation categories/elements was completed.

The methodological grid for calculating natural ti@map payments was completed and
forwarded to WP8 in November. At the same time, thdiverable report D5
(Methodological grids for natural handicap paymgatsd the executive summary of the
deliverable report were also finalised.

In December 2008, AGRIGRID library and grid filesdathe tutorial, which will
demonstrate how to apply the AGRIGRID software ttlthe calculation of natural
handicap payments, were prepared for the final glurg and the project meeting held in
Brussels. The library and grid files and the twtbowere updated after the workshop and
included into the final version of the software.

Discussion
All milestones from M3.1 to M3.4 have been sucagdstompleted.

Natural handicap payments are paid to farmers 8s [E@voured Areas in recognition of
higher production costs and/or lower incomes dusdigerse natural conditions. Since the
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methods for the calculation of payments vary casrsidly among the EU member states
and regions, there was an apparent need for thelgfgaent of a unifying approach

which would set common guidelines and practicesHercalculations. In workpackage 3,
the methodological grid for natural handicap payteevas developed for this purpose.

The starting point of the grid development was giddramework which captures key

elements relevant to the design of natural handigapment schemes. The natural
handicap payments should be determined based oerfsiradditional costs and income
foregone related to the permanent natural handmagagricultural production in the area

concerned. Since the severity of natural handicaptlus the productivity of arable land

and the income received from agriculture vary betwé¢he areas, it is necessary to
differentiate payments according to biological, Iggal and physical characteristics of
land. In the calculation of additional costs andi@dtural income foregone, either the

Balance Sheet (FADN) approach or the Practicesoapprmay be utilised depending on
the availability of data required in the calculatjorocess.

The purpose of the developed methodological griddsto set guidelines on how to
define the characteristics and degree of natumadicaps in different areas but to provide
a well-grounded calculation procedure which makgmssible to both compare existing
natural handicap payment schemes and design new onea transparent and

methodologically sound way. The determination aluatpayment levels is a political

issue which must be based on argumentation unddegdtée and detailed enough to be
critically assessed and evaluated in all relevaslicp contexts and by all involved

stakeholders.
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Workpackage number WP4 (Elaboration of a methodological
framework for the payment calculation
of Natura 2000 payments)

Phase: 1

Start date: Month 2

Completion date: Month 21

Partner responsible: 6

Partner: 1 2 3 4 5 6 7 8

Person months allocated: 1 1 1 6 13 1 O

Used in first year: 05 1 05 5 05 1 1 0O

Used in second year 05 0 025 5 05 2 1 O

Total: 18.75

Objectives

1.To carry out a comparative analysis of the differerethods for the calculation of
Natura 2000 payments in the partner countries lagid tegions

2.To identify and incorporate quantifiable critenathe proposed methodological grids

3.To develop national grids for the calculation oftt¥a 2000 payments

4.To develop a methodological grid for the calculatad Natura 2000 payments

Deliverable Description Status
D6 Methodological grid for

Natura 2000 payments

Milestone Description Status

M4.1 Review of methods for th Complete
calculation of Natura 200
payments in the partne
countries  finalised an

internal national report
delivered to WP coordinatc

Summary of review o Complete
methods for the calculatio

of Natura 2000 paymen
completed and interne

report delivered to WP1 ar

presented at the revie
workshop (WS?2)

M4.2

M4.3 Preliminary national grid: Complete
completed and presented

the mid-term workshop

Grid for the calculation o

Natura 2000 paymeni
completed and delivered -

WP8

M4.4
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Current status: Complete

Progress during first reporting period

Milestone M4.1 and M4.2

The work in workpackage WP4 focused in the firsaryen fulfilling objective 1 to carry
out a comparative analysis of the different methfuispayment calculation of Natura
2000 payments in the partner countries and thgions. Support under the Natura 2000
measure is divided into two measures: payment aowwral land (213) and on forestry
land (224). Their different purpose leads to ddfér management requirements to
preserve natural values and therefore also tordiftesupport payments. These payments
compensate for farmers’ additional costs and incdoregone related to specific
management requirements due to the Natura desagnaiithough the emphasis of the
review is on methods applied to calculate Natur@028ayments in the new RDPs for the
programming period 2007 — 2013, some informatios alao based (e.g. some statistical
data or development of payment rate) on earlier RDP

Following the development of the general framewdde the review through
workpackage WP1, partner P4, responsible for therkparkage, created the
questionnaire for the Natura 2000 payments. Feédldamm each partner was
incorporated into the final version of the questiaine. Data collection and semi-
structured interviews were coordinated and heldveen April and June 2007 in all
countries and their regions where Natura 2000 paysnare implemented. Each partner
and sub-contractor then collated the data for theutd 2000 payments in their country
and provided an internal report to partner P4. Bwigling the internal national review
reports on Natura 2000 payments, milestone M4.1suasessfully completed.

A summary report reviewing payment calculations fatura 2000 payments was
produced by partner P4 in August 2007, and milestdtd.2 completed. Before the
completion of the report, interim results were preéed to government representatives at
the review workshop in Prague and the outcome efdticussions, as well as comments
from all partners, incorporated into the report.eTteport focused on the payment
calculation methods of Natura 2000 measures irCtexh Republic, Greece, Lithuania,
North Rhine-Westphalia in Germany, Poland, Spaia, the region of Umbria in Italy.
Although these measures are not implemented ipaather countries, the data obtained
were sufficient for the synthesis. Natura 2000 mess are not implemented in Finland
and Scotland at all. The support to agriculturaldlas not applied in Greece and, in
contrast, Navarra (Spain) and Poland does not geothe support to forestry land. In
these countries, a protection of Natura 2000 asegesalised mainly through specific agri-
environmental measures, forest environment measméson-productive investments,
supplemented by national supported system. Thertrepas published on the project
website and provided the material on Natura 200@h® deliverable report D2.

The report confirmed large variation in commitmeatsl consequently in approaches
used for Natura 2000 payment calculations dependimgiatural and other country-
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specific conditions. The only factor of Natura 2088yment differentiation is according
to various management commitments applied in NaR®@0 areas. Among the most
frequent commitments applied are: limitation oftifesation, stocking density, grazing
and mowing and ploughing up grassland in Natura0206 agricultural land or

preservation of required composition of tree speciprohibition of clear cutting,

exclusion from final felling and maintenance of alad dead trees on forestry land.

Payment differentiation
« Payment differentiation applied according to vasiouanagement commitments
applied in Natura 2000 areas

Considerable differences exist in approaches omgay calculation of both Natura 2000
measures. The amount of Natura 2000 payments evatea from basic components like
income foregone and additional costs, whereas iaddltincome and transaction costs
are added in the case of Natura 2000 on agricultana in Poland, since submeasures
focused on Natura 2000 areas are implemented ®ptasent within AEMs. Income
foregone is determined mostly on a basis of GMed#fice and loss of value of timber
volume or interest rate foregone in case of foyeddatura 2000. However, other
approaches such as net margin, replacement cogislefreductions, NVA difference or
average felling increments difference are usedels Greater similarity exists within the
determination of additional costs where the inaemslabour costs and feeding costs
dominate. Additional income, considered in Polaawdses from a possibility to realise
fattening on grassland. Finally transaction costgec costs of documentation preparation
for ornithological and natural habitats.

Considering the wide range of commitments and ¢aticun approaches, the list of data
sources used is very heterogeneous. Each coungéy data from different sources,
particularly for Natura 2000 on forestry areas veh@o common database exists.

Milestone M4.3

Following the review, partner P4 started with prapary work for the development of
preliminary methodological grids for Natura 200¢/peents (Milestone M4.3). Using the
first draft of the general framework for the gridvélopment provided by partner P7 in
workpackage WP8, partner P4 prepared a first @vafthe ‘Natura 2000 payment grids’
including first ideas for the inclusion of baseliogteria in the payment calculations. A
revised draft was presented at the mid-term wongsimo Venice in February 2008.
Milestone M4.3 was ongoing at the end of 2007 ard ¥hen finalised in the second
project year in project month 14.

Discussion

The first two milestones M4.1 and M4.2 in relatitm the review of the payment
calculations were successfully completed. Work orestone M4.3 was at a very
advanced stage at the end of 2007 and was finisitedhe presentation at the mid-term
workshop in February 2008. Together with the gdndéramework for the grid

development provided by partner P7 in workpackad&y\milestone M4.3 provided the
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platform for the software development in year 2.ekplained earlier, the delay resulted
from problems in relation to finding a suitableel&dr the project meeting.

Two key problems were encountered during the workhe first year. Firstly, in many
cases, information on final versions of Natura 20@®asures was not available at the
beginning of 2007 and the measures were not apg@royehe European Commission at
that time. Consequently, as outlined under workpgek WP1, it was necessary to
postpone the time-schedule of the review (mainéyttme for data collection). Secondly,
the process of payment calculation is not describedny detail in all countries.
However, although methods for payment calculationlat not be described in detail in
all countries, due to lack of data or measuresbeatg implemented, the data obtained
are sufficient for the synthesis.

Generally, it was recognised that the comparisondifferent payment calculation

approaches and the development of methodologitdlhgirmonised across all countries
is possible, but only on the assumption that samelgication and selection of the most
common commitments / payment components will betath

Progress during second reporting period

The work in workpackage WP4 focused in the secoedr yon fulfilling remaining
objectives 2 and mainly 3 and 4 — to develop nafiand lately general grid for the
calculation on Natura 2000 payments.

Milestones M4.3 and M4.4

Based on previous work (Review of calculation md#)cand the general framework for

the grid development provided by partner P7 in \wadkage WP8, partner P4 prepared
first raw measure-specific grids for investigate® Rheasure (i.e. one grid for 213

measure — Natura 2000 payments on agricultural &éartlone grid for 224 measure -
Natura 2000 payments on forestry land). This fustsion of the adjusted measure-
specific grids for Natura 2000 payments was cirtemlaamong project partners to check
an adaptation of grids to their country-specifimditions. Likewise the relevance and

applicability of developed drafts of other measspecific grids (e.g. for compensatory
allowances, forestry measures etc.) were revieveedrding to the Czech specificities

and needed modification reported to WP2-WP6 |leadartners.

Following the guidelines for the grid developmembypded by partner P7 as well as
DoW, an identification and assessment of Czechlipaseequirements including their
linkage to the payment calculations was providedthW the reviewed Natura 2000
payment calculations, the baselines were repregentstly bycommon practice and by
the requirements of additional national legislation which applicants have to meet in the
Natura 2000 areas. The current cross-compliancaireggents relate to agricultural
activities and are not applied for forestry measuremost of the investigated countries
and regions. In fact, there is little to no evidemvailable from the review that existing
baseline requirements are directly considerederpdlyment calculations.
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A second revised version of the national NaturaD2fiids was presented at the mid-term
workshop in Venice in February 2008 (Milestone M4.Faking into account the
outcome of the mid-term workshop, national grids reveconsolidated to one
methodological grid for calculation Natura 2000 paynts (especially to two grids — one
for 213 and second for 224 measure). The work eavenainly a consolidation of the
core parts of the grid such as commitments and/aatepractices, cost and revenue
components, differentiation criteria of paymentsl dine calculation process of income
foregone and additional costs.

The consolidated methodological grid for the catoh of Natura 2000 payments (213
and 224) including Excel examples of calculatiorocess (based on step-by-step
approach) was presented at the fourth project mgedind second workshop with
government representatives in Santorini in Greene July 2008. Government
representatives felt that the grids were helpfdinty in less complicated measures (e.g.
Natura 2000) can improve the low transparency gfrgnt calculations. The harmonized
grids can help to consolidate the process of payneatculations across different
department within one country, regions and cousiaied also between countries and EU.
A key issue for the grid application is data availigy.

For the purpose of software tool development (WR8}her work on form of grids and
cooperation with partner P1 was carried out. THiemdint core parts of the Natura grids
were provided to WPS8, including lists of the mastguent commitments and practices
and cost and revenue components.

Based on outcomes from the Santorini workshop artirBmeeting, the methodological
grid for Natura 2000 payments was improved, coneplend finally delivered in form of
deliverable report D6 in November 2008 (Milestoné.4).

Discussion

Although payment calculations are not possible aitithe identification of the baseline
requirements since only commitments going beyoné& thinimum mandatory
requirements can be compensated for, the baseégairements for Natura 2000
payments were not clearly defined at all in mostegtigated RDPs. In addition the
current cross-compliance requirements related tocudtural activities and were not
applied for forestry measures in most of the ingastd countries and regions. Since
each measure needed a baseline for the grids,ag®ite for Natura 2000 on forestry
land payments was formulated by partner P4 maiakell on requirements of national
legislation regulating protected areas such asrid&000.

Natura 2000 payments are often based on aggregated such as gross margin or
forestry income without any detailed informatioroabhow these items were calculated.
In addition, a direct linkage between payment daltan and commitment / practices

does not exist in all cases. Since the level okibdébr payment calculations varies

between countries, the grids provide flexibilityaibow users to choose between different
levels of detail in calculation process.
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Natura 2000 payments on forestry land (224) angstoy environment payments brought
similar issues during grids development. For exanm@pecific cost and revenue
components are not included in FADN, baseline reguénts do not exist, and a similar
terminology and (sometimes) methodology to deteentire rate of compensation is used.
Consequently, some issues were discussed and gedeln close collaboration with
partner P1, in particular during a visit to parthen Scotland in March 2008.
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Workpackage number WPS5 (Elaboration of a methodological
framework for the payment calculation
in forestry schemes)

Phase: 1

Start date: Month 2

Completion date: Month 21

Partner responsible: 1

Partner: 1 2 3 4 5 6 7 8
Person months allocated: 55 1 1 3 1 1 0.5

Used in first year: 25 1 05 1 05 1 1 0

Used in second year: 3 0 05 2 05 0 15 05
Total: 15.5

Objectives

1.To carry out a comparative analysis of the differeathods for payment calculation in the
forestry measure in the partner countries and tagions

2.To identify and incorporate quantifiable critemetihe proposed methodological grids

3.To develop national grids for the calculation oEfgry payments

4.To develop a methodological grid for payment caltoh in the forestry measure

Deliverable Description Status
D7 Methodological grid for
forestry measures

Milestone Description Status

M5.1 Review of methods fo Complete
payment calculations i
forestry measures in tf
partner countries complete
and internal national repor
delivered to WP coordinator

M5.2 Summary of review o Complete
methods for paymer
calculations in  forestr
measures completed a
internal report delivered t
WP1 and presented at t
review workshop (WS2)

M5.3 Preliminary national grid: Complete
completed and presented
the mid-term workshop

M5.4 Grid for payment calculatio Complete
in the forestry measur
completed and delivered -
WPS8
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Current status: Complete

Progress during first reporting period

Milestone M5.1 and M5.2

The work in workpackage WP5 focused in the firsaryen fulfilling objective 1 to carry
out a comparative analysis of the different methimigpayment calculation of forestry
measures in the partner countries and their regibms forestry measures included first
afforestation of agricultural land (221), first &sishment of agroforestry systems on
agricultural land (222), first afforestation of nagricultural land (223), forest
environment payments (225), and restoring forgstrgntial and introducing prevention
action (226).

Following the development of the general framewdde the review through
workpackage WP1, partner P1, responsible for therkparkage, created the
qguestionnaire for the forestry measures. Feedbawk £ach partner was incorporated
into the final version of the questionnaires. Datallection and semi-structured
interviews were coordinated and held between Agrd June 2007 in all countries and
their regions where the different forestry measwes implemented. Each partner and
sub-contractor then collated the data for the toyemeasures in their country and
provided an internal report to partner P1. By pdow the internal national review
reports on forestry measures, milestone M5.1 wasessfully completed.

A summary report reviewing payment calculationoirestry measures was produced by
partner P1 in August 2007, and milestone M5.2 cetepl. Before the completion of the

report, interim results were presented to goverrintepresentatives at the review
workshop in Prague and the outcome of the discussias well as comments from all

partners, incorporated into the report. The reporhmarises the review of payment
calculations in forestry measures as implementedhen partner countries Scotland,

Germany, Greece, Czech Republic, Lithuania, Finldtady, Spain and Poland. Since

some partner countries, e.g. Germany and Italylament their RDPs at regional level,

specific regions were chosen as examples to igadstithe forestry measures in these
countries. For example, the calculation of forestimnment payments in Germany was
investigated in Mecklenburg West-Pomerania, whileltaly forestry measures were

investigated for the Umbria region. Similarly, pagmh calculations in Spanish forestry

measures were reviewed in the Basque Country andirNaregion. The report was

published on the project website and provided tla¢enal on forestry measures for the
deliverable report D2.

There is a high degree of variation in the extemtwihich forestry measures are
implemented in the different partner countries. Taege varies from countries such as
Greece, where all measures are implemented, tarfnlwhere no new measures and
commitments are implemented. First afforestationagficultural land (221) and the
newly-introduced forest environment payments (22%) the most popular measures, at
least for the nine investigated countries. Consetyethis report put the emphasis on
these two measures in the synthesis of the diffdogastry questionnaires and measures
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and aimed to provide answers to the set of key tmumss concerning payment
differentiation, eligibility criteria, cost componts and approaches to calculating costs
and associated payments.

The findings of the review confirmed the expecteid MWlifferences in payment
differentiations and calculations within a measaceoss the countries and between the
different forestry measures. Applied payment ddferations varied from simple uniform
payments only considering RDR requirements to ratbemplex differentiations
depending on tree or forest types and topographwlsa agricultural parameters such as
production systems or land type and quality. Feg® provides a general logic
framework for the payment differentiation of affstation measures.

Type of trees Purpose of Topography Type of land Typeof |
woodlane beneficiarie
Establishment cost Maintenance cost Agricultural income foregone

Geographic/regional differentiation

Outermost Natura 2000,
regions LFA and WED Other Areas
area RDR maximum payment per h

v

RDR payment rat

D

A

Overall amount of financial support for first aféstation of agricultural land, 221

Figure 3 Logic representation of payment differentation in the afforestation measure 221 (& 223)

While eligibility criteria and scheme commitmentg aften similar across countries, the
level of details in the calculations varies betwdea different implementations. Taking
the establishment payments for afforestation asxample, the standard cost approach
can be as simple as using an aggregated figurestablishment costs or can include a
number of different cost components for a rangeeqgftiired forest activities. Similarly,
approaches used to quantify the different companeaty from using expert studies or
opinions to more detailed modelling exercises. Ewample, approaches to quantify
standard costs for the establishment of first aftations include national evaluation
guidelines and ministry decrees, stakeholder etiahs expert studies, modelling
exercises of different planting models and a sindin detailed standard cost lists for
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different activities to tariff systems.

Approaches for quantification of establishment cost

* National evaluation guidelines and Ministry decrees

» Stakeholder evaluations

* Expert studies

* Modelling exercises of different planting models

» Shift from detailed standard cost lists for difietractivities to tariff systems

Agricultural income foregone payments are calcalate the basis of gross margin losses
and, in some cases, taking into account loss ectdpayments and gross margin gains
from forestry enterprise. The following approaches widely used for the calculation of
gross margin losses:

Approaches for calculation of gross margin losses:

* Gross margin losses are calculated by using averaggr a number of years
(usually 3 years)

* Expert estimates are used to derive cost of norkehgoods

» Standardised gross margin figures from expert etudi

» Gross margin figures from farm account surveysdatdbases

» Detailed calculations of reductions in revenue aadable costs

However, the findings of the review seemed to sapgeat information on the
quantification of cost components in forestry pagitsds rather limited, in particular in
comparison to other RD measures such as agri-emagat and Natura 2000 measures.
Lack of suitable data often implies that simplecaoddtion methods based on expert
studies and opinions have to be used to estimatelatd costs for forestry payments.

Milestone M5.3

Following the review, partner P1 started with prapary work for the development of
preliminary methodological grids for forestry megesi(Milestone M5.3). Using the first
draft of the general framework for the grid develgmt provided by partner P7 in
workpackage WP8, partner P1 prepared a first @waftihe ‘forestry grids’ including first
ideas for the inclusion of baseline criteria in {h@yment calculations. A revised and
elaborated draft has been presented at the midsarkshop in Venice in February
2008. Milestone M5.3 was ongoing at the end of 280d@ was then finalised in the
second project year in project month 14. More tetan the final output of milestone
M5.3 will be thus provided in the second annuabréep

Discussion

The first two milestones M5.1 and M5.2 in relatitm the review of the payment
calculations were successfully completed. Work oikestone M5.3 was at a very
advanced stage at the end of 2007 and was complatiedhe presentation at the mid-
term workshop in February 2008. Together with tlemegal framework for the grid
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development provided by partner P7 in workpackad#BY\milestone M5.3 provided the
platform for the software development in the negary As explained earlier, the delay
resulted from problems in relation to finding atable date for the project meeting.
Milestone M5.4 will be pursued in the second prbjesar.

Lack of suitable and current data is one of thatified key problems in relation to the
calculation of forestry payments. Other remainiley kssues to be taken into account in
future calculations are, for example, the limitatoof standard cost approaches and
constraints resulting from RDR requirements. Distwss with government
representatives confirmed the constraining effeEtRDR requirements, additional data
requirements, transparency of calculations andnthexl for suitable incentives at farm
level.

The differences in payment calculations betweenirtliestigated countries and regions
emphasise one of the main challenges in developiethodological grids: trying to
create a harmonised method for payment calculatidmsh, at the same time, allows
consideration of regional circumstances and maistaelatively low administration
costs. On the other hand, the review also showedl ithis possible to synthesise
similarities across the countries and to developugs or types of parameters which
provide a starting point in developing methodolagjgrids for payment calculations.

Progress during second reporting period

Milestones M5.3 and M5.4

Following the review, partner P1 started with prapary work for the development of
preliminary methodological grids for forestry megsi(Milestone M5.3). Using the first
draft of the general framework for the grid devehgmt provided by partner P7 in
workpackage WP8, partner P1 prepared a first doafthe ‘forestry grids’ based on
examples of existing payment calculations in foxesteasures in Scotland and Germany
including first ideas for the inclusion of baselicreria in the payment calculations. The
first draft also built in particular on the logimmework models for payment calculations
in forestry measures which were developed for efftation measures 221 — 223 and
forestry environment payments in collaboration lestw partners P1 and P7. The first
drafts were then presented at the project meetingnice in February 2008.

Following detailed discussions with all partnerghet meeting, the logic framework was
revised and expanded. The revised logic framewati&erentiated between core

elements for the payment calculations as identiftethe review in the first project year

and additional (new) core elements added follovangap analysis of existing payment
calculations. The logic frameworks thus provide eneyic structure and a clearer
exposition of the calculation process. In a secetep, the developed drafts of the
forestry grids were revised according to a stetep template developed by partner P1.
The revisions entailed the compilation of listsretevant elements for the different core
parts of the methodological grids including baseliequirements, relevant commitments
defined in the rural development measures, listgrattices reflecting required changes
in farm management, lists of cost, revenue and nmcaomponents and payment
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differentiation categories and elements. Thesespaere then integrated in the revised
methodological grids. The developed grids took iattwount natural, agronomic and
silvicultural conditions and production systems aedhniques as well as existing
methods for payment calculations in RD measuresh partner provided input by email

to updated versions of the forestry grids and efatied drafts of the forestry grids were
presented at the workshop with government reprasees in Santorini in June 2008.

The step-by-step payment calculation approach usedhe Excel files of the
methodological grids was seen by government reptaees as a useful way to structure
the payment calculations. Discussions of the foyegtids emphasized that the grids
should address that required level of detail far gnids varies between measures and
case-by-case application. Consequently, the gridst provide flexibility to allow users
to choose between different levels of detail incakdting payments. Moreover, users
should be able to add components to the develop&s. gGenerally, government
representatives felt that two levels of calculasipfus a third level providing guidance on
further calculation details would probably be stuiffnt in most cases. Overall, the
importance of using a harmonised terminology fatcrevenue and income components
was pointed out.

Based on the feedback from the Santorini workstiggmethodological grids for foresty
measures were again revised and completed. Tlseolighe different core parts such as
practices and cost, revenue and income components nevised applying a harmonized
terminology across the different workpackages. @btial calculation process in the
grids was adjusted to two levels of calculationssga third level providing guidance on
further calculation details. However, users offibrestry grids had the opportunity to add
more calculation levels as well as the option td @adactices and cost, revenue and
income components. Moreover, baselines for foresmyironment payments were
revised in collaboration between partners P1 andriedpartners P1 and P8 developed a
classification of the practices included in thedgrto enhance the user friendliness of the
grids.

For the purpose of software tool development (WR8}her work on the forestry grids

was carried out in cooperation between partnerréllR8. The different core parts of the
grids were adjusted to fit with the design of tludétware and provided to the software
development in workpackage WP8. Finally the congaldbrestry grids were delivered

in form of deliverable report D7 (Milestone M5.4).

Discussion

Lack of suitable and current data was one of teatifled key problems in relation to the
calculation of forestry payments. Other remainiley kssues to be taken into account in
future calculations were, for example, the lim@as of standard cost approaches and
constraints resulting from RDR requirements. Distwss with government
representatives confirmed the constraining effeEtRDR requirements, additional data
requirements, transparency of calculations andntexl for suitable incentives at farm
level.
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The differences in payment calculations betweenirtliestigated countries and regions
emphasised one of the main challenges in developiathodological grids: trying to
create a harmonised method for payment calculatidmsh, at the same time, allows
consideration of regional circumstances and maistaelatively low administration
costs. The developed grids provided an attempételdp such a harmonized method for
payment calculations. Government representativestia flexibility of the developed
grids and the harmonized step-by-step approachhasntain improvements of the
calculation process in forestry measures.

Similar key issues (for example specific baselisgquirements are difficult to define,
specific cost and revenue components are not iedluch FADN, and a similar
terminology and methodology to determine the rdteompensation) were identified for
forestry environment payments (225) and Natura 3@8@nents on forestry land (224).
Consequently, some issues were discussed and gedela close collaboration with
partner P4, in particular during a visit of partierin Scotland in March 2008.
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Workpackage number WP6 (Elaboration of a methodological
framework for the payment calculation
in animal welfare and meeting standard

measures)
Phase: 1
Start date: Month 2
Completion date: Month 21
Partner responsible: 5
Partner: 1 2 3 4 5 6 7 8
Person months allocated: 1 1 1 1 8 1 1 O
Used in first year:: 05 105 05 6 1 1 O
Used in second year: 05 002505 2 O 1 0
Total: 14.75

Objectives
1.To carry out a comparative analysis of the différmaethods for payment calculation in

the animal welfare and meeting standard measnoré®ipartner countries and their
regions

2.To identify and incorporate quantifiable critenmathe proposed methodological grids

3.To develop national grids for the calculation oinaal welfare and meeting standard
payments

4.To develop a methodological grid for payment caltiah in these two measures

Deliverable Description Status

D8 Methodological grid for Complete
animal welfare measures

D9 Methodological grid for Complete

meeting standards measur

Milestone Description Status

M6.1 Review of methods fo Complete
payment calculations i
animal welfare and meetin
standards measures in t
partner countries complete
and internal national repor
delivered to WP coordinatc

M6.2 Summary of review o Complete
methods  for  paymer
calculations in  anima
welfare and meetini
standard measure
completed and interne
report delivered to WP1 ar
presented at the revie
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workshop (WS2)

M6.3 Preliminary national grid: Complete
completed and presented
the mid-term workshop

M6.4 Methodological grid for Complete
payment calculation il
animal welfare and meetir
standard measures comple
and delivered to WP8

Current status: Complete

Progress during first reporting period

Milestone M6.1 and M6.2

The work in workpackage WP6 focused in the firsaryen fulfilling objective 1 to carry

out a comparative analysis of the different methfmspayment calculation of animal
welfare measures and meeting standard measurdseirpdrtner countries and their
regions.

The meeting standards measure is one of the maasined at improving the quality of
agricultural production and food products. MeetBigndards payments can be paid on
the basis of Articles 20 (c) (i) and 31 of Regwat(EC) No 1698/2005 and Article 21
point 5.3.1.3.1 of Annex Il of Regulation (EC) N&74/2006 in the EU. Support for the
Meeting Standards measure shall contribute pasttosts incurred and income foregone
caused to farmers who have to apply standards enfiglds of the environmental
protection, public health, animal and plant heathimal welfare and occupational safety.
These standards must be newly introduced in ndtidegislation implementing
Community law and impose new obligations or restis to farming practice which
have a significant impact on typical farm operatiogsts and concern a significant
number of farmers. Only two of the investigatedroes and regions have implemented
Meeting Standards: Greece and Veneto region (ltaly)

Animal welfare measures target the sustainableotiagricultural land under the Axis 2:

Improving the environment and the countryside aal loe paid on the basis of Articles
36 (a) (v) and 40 of Regulation (EC) No 1698/200& #Article 27 point 5.3.2.1.5 of

Annex Il of Regulation (EC) No 1974/2006 in the ERIx of the investigated countries
and regions have implemented animal welfare measuermany, Castilla Y Leon

(Spain) Finland, Greece, Emilia — Romagna (Ita§gotland (SCO). Only in Germany
and Scotland Animal Welfare measure was implemeadteithg 2000-2006 Programming
period

Following the development of the general framewdde the review through
workpackage WP1, partner P5, responsible for therkparkage, created the
questionnaires for animal welfare and meeting stedglmeasures. Feedback from each
partner was incorporated into the final versioriha questionnaires. Data collection and
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semi-structured interviews were coordinated and between April and June 2007 in all
countries and their regions where these measueampiemented. Each partner and sub-
contractor then collated the data for the animdfame and meeting standards measures
in their country and provided an internal reporiptotner P5. By providing the internal
national review reports on animal welfare and nmgestandards measures, milestone
M6.1 was successfully completed.

A summary report reviewing payment calculationsamimal welfare and meeting

standards measures was produced by partner P5dnsf2007, and milestone M6.2
completed. Before the completion of the reporterimh results were presented to
government representatives at the review workshoprague and the outcome of the
discussions, as well as comments from all partnecyrporated into the report. The
report summarised the review of payment calculationanimal welfare and meeting
standards measures as implemented in the partoatrigs Scotland, Germany, Greece,
Czech Republic, Lithuania, Finland, Italy, SpaindaRoland. Since some partner
countries, e.g. Germany and ltaly, implement tHRDPs at regional level, specific

regions were chosen as examples to investigatee themasures in these countries.
However, as mentioned above, the meeting standaadsure is implemented in only
two of the investigated countries and regions (Gzeand Veneto region (Italy)). The
report was published on the project website andigeal the material on animal welfare
and meeting standards measures for the deliveraptet D2.

The review outlined that meeting standards measghedes a wide range of options and
complexity of payments calculations. Scheme comemtis depend directly on the
obligations or restrictions imposed by the new déad (i.e. implemented regulation) as
well as particular components of payment calculatiS8ome common issues in the
process of payment calculations can be identifieth sas fixed payment for five years,
payment is proportionally decreasing annually; iyege is given by a fixed maximum
amount of payment in the first year up to fixed imiam amount of payment in the fifth

year. Another key issue is the limitation of thexmaum payment per farm and the
complexity of setting up the commitments for a argimber of farms.

Differentiation of animal welfare payments are pdexd according to animal species,

applied husbandry conditions and farm systems.c@lmilation process is on the basis of
standard costs with regard to standard assumptibadditional costs, income foregone

and transaction cost. However, two additional eleevhich reduce the payment

amount are identified, i.e. savings resulting frexpected lower veterinary costs and
additional income due to increasing animal heattth autput. The transaction costs are
calculated as a percentage of total amount of ireclmregone and additional costs or as a
constant amount added to the payment.

Calculation of transaction costs:
* As percentage of total amount of income foregorteaaditional costs
» As constant amount added to the payment

The animal welfare measure is newly introduced osinof the investigated countries;
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therefore the fact that there was no reference htodellow made the whole process of
calculating payments more complicated.

Milestone M6.3

Following the review, partner P5 started with prapary work for the development of
preliminary methodological grids for animal welfaaad meeting standards measures
(Milestone M6.3). Using the first draft of the gealeframework for the grid development
provided by partner P7 in workpackage WP8, parferprepared a first draft for the
‘animal welfare grids’ and ‘meeting standards gridsluding first ideas for the inclusion
of baseline criteria in the payment calculationgefised draft was presented at the mid-
term workshop in Venice in February 2008. Milestdfn&.3 was ongoing at the end of
2007 and was then finalised in the second projeat in project month 14.

Discussion

The first two milestones M6.1 and M6.2 in relatitm the review of the payment
calculations were successfully completed. Work oikestone M6.3 was at a very
advanced stage at the end of 2007 and was finisitedhe presentation at the mid-term
workshop in February 2008. Together with the gdndéramework for the grid
development provided by partner P7 in workpackad&y\milestone M6.3 provided the
platform for the software development in year 2.ekxplained earlier, the delay resulted
from problems in relation to finding a suitableel&dr the project meeting.

Similarly to other measure-specific workpackagegprmation on final versions of

animal welfare and meeting standards measures wiaavailable at the beginning of
2007 and the measures were not approved by thg&macCommission at that time. The
fact that the meeting standards measure is implegdamly in two investigated countries
and regions increased the problem of missing inébion on payment calculations in that
measure. However, additional interviews and datidatoon in those countries were

conducted and the respective partners P3 and Ridptbthe additional information

which was then added to the review reports.

Progress during second reporting period

Milestones M6.3 and M6.4

WP6 was responsible for the grid development foimfah Welfare and Meeting Standard
measures.

Animal W elfare

In year 2, methodological grids for calculating ipeynts in the animal welfare measures were
developed. Six countries out of the nine partnemtes in the AGRIGRID project have
chosen to implement the Animal Welfare measure hairt RDPs for 2007-2013:
Mecklenburg West-Pomerania (Germany), Castilla YorLéSpain), Finland, Greece,
Emilia — Romagna (ltaly), Scotland. In Germany &xbtland, the Animal Welfare
measure was already implemented during the 2006-ggramming period.
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After the research was carried out, differentiattategories, sub-categories and elements
were identified and adopted to the grid for Anirdétlfare measure payment calculation.
Summarising the results on Animal Welfare paymetiudation process, it was noticed
that payment could include two additional elementsavings and additional profit - as
well as additional costs, income foregone and &etn@n costs, which are mentioned in
EU Regulation. The Partners concluded that onlgehelements - additional costs,
income foregone and transaction costs - have tased for Animal Welfare payment
calculation. It is very difficult to estimate addihal income because its amount mostly
depends on market conditions. With the exceptioRioland, where additional income is
incorporated in to the Animal Welfare payment cldtion, it was decided not to include
it in the grid because of fluctuations in pricesiethinfluence income, and additional
income could not appear at all.

Various combinations of different data sources,hsas legal acts, statistical data,
scientific literature, handbooks, and experts’ mmowendations, even the model were used
to calculate Animal Welfare payments across thent@s. Due to the fact that balance
sheet (FADN) approach only partly satisfies datemaled for payment calculations, the
Practices approach was established. The Grid famAnWelfare measure is based on a
logic framework model which includes the main cédtion structure. The logic
frameworks provided a generic structure and a eteaxposition of the calculation
process. The different core parts of the calcutajiwocess were identified including
baseline requirements, relevant commitments defimeéde rural development measures,
lists of practices reflecting required changesamTt management, lists of cost, revenue
and income components and payment differentiatimiegories and elements. These
parts were then integrated in the methodologicalsgiproviding a new harmonized and
flexible method to calculate payments. An earlysiar of the grid was presented at the
project meeting in Venice in February 2008, followey presentations of revised and
expanded grids at the project meetings in Santoridune 2008 and Berlin in September
2008. Feedback from government representativesimplemented in the final version
which was then presented at the final project mgah Brussels in December 2008. The
result of the work in WP6 is an up-to-date tool Aorimal Welfare payment calculation,
which simplifies payment calculation process foliggomakers and EU experts.

Meeting Standard

Meeting standard measures differ from the otherrREasures covered by the AGRIGRID
project. Firstly, it is not an area-based meastiexis 2 of the RDR and, secondly, only two
partner countries (Greece and Italy) have optedmjplement this measure. However,
following the same approach as described for thémAih Welfare measure, a logic
framework model was developed based on the reviggayment calculations in Meeting
Standard measures in Greece and lItaly, which pedvide generic framework for the grid
development. The different core parts of the caliwoih process were identified including
baseline requirements, relevant commitments definede rural development measures,
lists of practices reflecting required changesamt management, lists of cost, revenue
and income components and payment differentiattdegories and elements. Similar to
the Animal Welfare measure, these parts were théggiated in the methodological
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grids. Again, an early version of the grid was preed at the project meeting in Venice
in February 2008, followed by presentations of sediand expanded grids at the project
meetings in Santorini in June 2008 and Berlin ipt&mber 2008. Feedback from

government representatives was implemented initlaé\fersion which then presented at
the final project meeting in Brussels in Decem@&

Discussion

After the research had been carried out, it wastifiled that Meeting Standards measure
was not widely applied among the countries analybedause of relatively high
implementation costs. Because of complexity ofisgtup Meeting Standards measure
commitments for EU farms that are extremely différbfom each other, the payment
amount of EUR10000 per farm could be differentiadedording to region specificity or
farm types.

Tasks during the second year were fulfilled acecaydo the initial plan. Very few difficulties
were faced during the year. All problems faced veetged with effective contribution with
project coordinator, WP leaders and other Partners.

Finally, we continually collaborated with other lealgues from LAEI and representatives of
the Ministry of Agriculture of the Republic of Litlania. We organised round tables with
valuable outcomes which fed back into, and improeed work. The grid is complete and
ready to use.
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Workpackage number WP7 (Case study analysis of existing and
proposed grids)

Phase: 2

Start date: Month 4

Completion date: Month 21

Partner responsible: 2

Partner: 1 2 3 4 5 6 7 8

Person months allocated: 3 10 3 3 3 3 3 0

Used in first year: 1 3505025 1 2 2 O

Used in second year: 2 10 025275 2 1 2 0

Total: 30.25

Objectives

1.To analyse selected existing approaches to highligbacts of standard costs and
more differentiated approaches on calculated prent@vels

2.To derive recommendations for differentiated apphea in new grids

3.To test the proposed grids of WP 2-6

4.To provide examples for the application of the rgrwds for the software tool and its
user guide

Deliverable Description Status

D10 Summary report on cas Complete
study analysis of existin
and proposed grids

Milestone Description Status

M7.1 Case study analysis « Complete
existing grids complete
and results presented at t
mid-term workshop

M7.2 Case study analysis « Complete
proposed grids from WP :
6 completed

M7.3 Documentation of example Complete

of new grids completed ar
delivered to WP 8

Current status: Complete

Progress during first reporting period

Milestone M7.1

As a first step for the analysis of the performaatsimple standard cost approaches as
well as more differentiated approaches of exisfpiayment calculations, a review of
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existing literature was carried out. To this endguadeline for literature review on
payment calculations was developed by partner RRsamt to all partners, including
examples from the literature review in Germany.Hpartner then conducted a literature
search for relevant studies and information on mayncalculations and sent a literature
list to partner P2. The cross-country evaluatiorthef available literature provided by
partners P1, P3, P4, P5, P6 and P7 was summasiqeattner P2 (see deliverable D10).

The outcome of the literature review suggested\tbat few studies exist which provide
empirical analyses of the impacts of payment déifiation. Therefore, the potential and
limits of FADN databases for the evaluation of imigaof standard costs and more
differentiated approaches to payment calculatioagevassessed by partner P2. Figure 4
provides a schematic illustration of the effectsrelated simple flat-rate payments and
more differentiated schemes on uptake and experdiiligible land was sorted by costs
incurred by farmers when participating. In favodrsamplicity, we assumed constant
marginal benefits for each unit of land broughbitihe programme, and the curve of
participation costs represents the ‘supply cur¥e¢he public good.

\ marginal costs of A marginal costs of
particpation particpation
P
P3 c
3
Cc
(overcompensation)
P2 C2
Pl
B
costs of particpation Cl B B2 B
A Ay A, Aj
P = payment level area (ha) P..5 = differentiated payment levels area (ha)
A = contracted area Ai2s= A = contracted area
Budget=B +C =P *A Budget =Bi+ C:i+ B+ C, + Bs+ Cs

=Pi*Ai+ P* A + Ps* As<B
Figure 4 Schematic illustration of the effect of fat-rate vs. differentiated payments

The basic idea of differentiating payments is robffer a single payment level to all
potential participants, but rather to try to separfarms (into groups) by their costs of
participation. In theory, differentiated paymentdis can be significantly lower than a
uniform flat-rate and still provide a financial entive for participation to the same
number of farms, thus reducing budget expenditdentified key issues for the analysis
of payment differentiation are, firstly, the questiof how to evaluate the performance of
differentiated approaches, which is closely linkedhe discussion of the objectives for
differentiation, and secondly, the possibilities &n effective separation of farms into
groups with different costs, or even approximatioh individual costs, which is
essentially an empirical question.

Exemplary case studies for selected agri-environnpeogrammes in Germany were

carried out and provided promising results, as FAdHth could be used to contrast the
results of standard cost approaches with real mees providing an insight into over-
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and underestimation of costs incurred or incomedone. Evaluation algorithms were
programmed (SAS; GAMS) to allow further systemagialuation of efficiency and
effectiveness of payment differentiation. Consib&Faprogress was thus made with
respect to milestone M7.1. The extension of the-sagdy analyses to partner countries
was delayed compared to the original schedule. Mewes the mid-term workshop has
been postponed from month 12 to mof#h no serious problems concerning milestone
M7.1 and the overall timetable of WP 7 are foreseen

FADN-based analysis complemented a farm-systems gifation model used by partner P1. The use
of the Land Allocation Decision Support System (LAI3S) to extend FADN based-analysis was
discussed between partner P2 and P1. It had beenragd that a number of farm case studies in
Scotland would be analysed in the second project e applying back-casting mode and exploring
some of the key assumptions in the payment calcuiahs. Moreover, the discussion emphasised the
benefits of involving farmers and other stakeholdes through workshops and testing the acceptability
to the calculation methods.

Figure 5 summarises the framework for the caseysamhlysis, using a deliberative
inclusive process by combining LADSS with workslamalysis.

A preliminary list of Scottish agri-environmentaleasures was put together for the
selection of examples for the case study analydls MADSS. However, it was decided
that the work would focus on the agri-environmergasure ‘conversion to organic
farming’ to allow testing some conclusions for tthéferent partner countries. In this
context, collaboration with the Soil Organisatioasanitiated and the first meeting held
to discuss the required input. Workshops with fasw@end other stakeholders were set for
the first half of the second project year.

AGRIGRID Final Report 6C January 2007 to December 2008



AGRIGRID Final Report May 2009

Modelling Developme

Macro Scale
Analyses

Case-studies

Workshop
Workshop presentation
Activities Deliberative =~ Stakeholder
Processes Dialogue

Workshop Practitioner|
Outputs | knowledge |

Scenarios

Post-ho
Scenar
~ Anal

Generalisati

Outcomes
Holistic Understanding(s)

Figure 5 LADSS and framework for deliberative inclusive processes

Milestones M7.2 and M7.3

Work on milestones M7.2 and M7.3 was carried ouhasecond project year.

Discussion

The work in workpackage WP7 made considerable pssgin the first project year.

Comparisons of existing standard cost approached differentiated payment

calculations generated interesting and useful imsignto over- and underestimation of
costs incurred or income foregone, thus into theaots of different approaches of
calculating payments on the efficiency of the ficiahsupport. The outcome of the work
in the first project year provided the basis fa #ssessment of proposed grids.

Work on milestone M7.1 was at a very advanced stdgthe end of 2007 and was
completed with the presentation at the mid-term ksfoop in February 2008. The
extension of the case-study analyses to partnemtigesi was delayed compared to the
original schedule. However, as the mid-term workshad been postponed from month
12 to monthl4, no serious problems concerning milestone M7.1thadverall timetable
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of WP 7 were caused and the overall schedule of WBid time.

Progress during second reporting period

M7.1 The results of the case study analysis ofteggrids were presented at the mid-
term workshop in Santorini. Discussions with goveent representatives at this meeting
showed that there was a general awareness thaattapayments do not reflect farm-
level heterogeneity, but the authorities involverefer flat-rate payments due to

administrative simplicity. The high requirements data quality and quantity for the

calculation of differentiated payment levels, asliwas higher administration costs

incurred by differentiated payment levels, werenidieed as key problems.

M7.2 Methodology and evaluation algorithms (SAS; NB#) for a systematic
evaluation of efficiency and effectiveness of pagindifferentiation based on FADN
data were finalized. Specifically, the OECD framekvofor evaluating the
implementation costs of agricultural policies wdspted and modified with a view to the
evaluation of payment differentiation. For selecteartner countries, access to the
national FADN data bases was established, and toatehfferentiation criteria were
identified. Exemplar case studies for selected-agvironment programmes were carried
out for Germany, Italy, the Czech Republic and Boot based on the respective national
FADN data. The results were presented and discussedbrkshops with government
representatives in Santorini and Brussels and st#keholders in Edinburgh, and in a
scientific setting at the Annual Conference of Aggicultural Economics Society.

The above analysis was accompanied by a workshegdifarm level analysis using the
LADSS model. The workshop-based farm level analysis led by partner P1. The farm-
scale part of the case-study analysis was undertaib stakeholders (from both policy
and practice communities) and sought to assessherthboth the paymembethods and
the paymentates “make sense” to stakeholders and aimed to highkgiyt unintended
consequences. Since the only measure common EUZIY countries was payment for
conversion to, and support for, organic productibrs was chosen as the measure to be
assessed. This measure was also of interest gimeemtails significant enterprise and
management change and as such has significant tapp@s for changes to both
additional costs and income forgone. The lessom® forganic conversion/production
were thus relevant to agri-environmental, animalfave and other measures. The
outcomes of the farm-scale analysis were presariddormed the basis for deliberation
in a multi-perspective stakeholder workshop hodbgdthe Scottish Government in
September 2008. This included participants fromegoment, NGO'’s, trade-bodies and
practitioners. Taking into account the feedbacknmfrthe workshop, a synthesis of the
results was provided to partner P2 and includegkliverable D10.

M7.3 P9 developed guidelines for a harmoniseditltbased on documented examples
of an application of the software tool. All parteeapplied the final grids to selected
measures in different countries to illustrate tlagrpent calculations for representative
examples. The tutorials as well as related exentiplicaries were delivered to WP8 to be
included in the software and the manual. The doceteexamples were also used to
demonstrate the software tool to the Commissiongowkrnment representatives at the
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final workshop in Brussels.

D10: The WP7 summary report on case study anabfsexisting and proposed grids
(D10) was finalised and sent to the Commission amtin 23.

Discussion

The results from the FADN-based case-studies shaivthough overcompensation can
be reduced by payment differentiation in most casagings in budget expenditures are
often small and are even offset by increasing PRTIC® evaluation of the overall
performance of payment differentiation strongly elegs on the weights attached to the
objective of reducing unintended transfers. Gehertile scope for effective and efficient
differentiation depends on specific measure charatics. Potential benefits of
differentiated approaches are higher if:

« variances of participation costs in the universefaims are high, which is
generally more likely for measures which affectputtrather than measures which lead
to additional costs

- correlation between costs of participation and emrnental benefits are strong

« administration costs for differentiation approacheslow.

It is essential that the discriminatory power o thdicators used for differentiation is
significant. For regional differentiation, differess between sub-regions need to be high
while variances within sub-regions should be loat: farm individual differentiation, the
correlation between actual farm individual costgafticipation and selected indicators
for payment determination must be high.

Future research on the contribution of paymentedffitiation in the presence of pure
windfall profits is a promising extension of thepapach presented in this report. Further,
taking into account nonlinear correlations betwganmticipation costs and ecological
benefits might change outcomes considerably, thdimglng an empirical basis for such
a specification will remain a challenge.

The workshops with government representatives amer stakeholders indicated interest
in improving payment calculations and differentas and identified lack of information
as well as the fear of increased administrativel&os as key restraints. Datasets, tools
and methods that can look beyond “average valued’that allow a more in-depth
exploration, and which structure data and processe seen as helpful in overcoming
these constraints. Future workshops should alsa@imclude farmers, as acceptance of
payment differentiation schemes (e.g., as beingf’)jloy the target group is vital for the
success of the respective rural development measure

AGRIGRID Final Report 63 January 2007 to December 2008



AGRIGRID Final Report May 2009

Workpackage number WPS8 (General design of grids and
software development)

Phase: 2

Start date: Month 5

Completion date: Month 23

Partner responsible: 7

Partner: 1 2 3 4 5 6 7 8

Person months allocated: 5 3 1 1 1 16 O

Used in first year: 15 050205 05 0 8 0

Used in second year: 3 25 0835 1 112 05

Total: 35.5

Objectives

1.To develop the general structure and design ofriténodological grids for the RD
measures
2.To assess the different baseline requirementseadeélected RD measures
3.To develop a software tool for the methodologicadg
4.To producer a summary report and use guide foragiclopment
Description Status
Deliverable

D11 Summary report Complete

D12 Software tool for Complete
methodological grids an
user guide for gric
development

Milestone Description Status

M8.1 General structure of th Complete
methodological grids
developed and provided
WP2-WP6

M8.2 Assessment of baselir Complete
requirements of the differel
RD measures completed a
internal report delivered t
WP2-WP7

M8.3 Mid-term workshop held t« Complete
assess the progress in g
development and experienc
from case study analysis

M8.4 Software tool for
methodological grids
completed and tested

M8.5 Summary report and us
guide for grid developmer
completed, forwarded t
WP9
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Current status: Complete

Progress during first reporting period

Milestone M8.1

Workpackage WP8 provided the methodological frantéwor the grid development in

workpackages WP2 — WP6. A report was produced iweNder 2007 on the general
guidelines for the development of methodologicadlgfor payment calculation in rural

development measures. This was to provide WP2-W®6 avgeneral structure for the
development of measure-specific, as well as cotspgcific, methodological grids for

payment calculations in national and regional raeelopment programmes. In a first
step a draft report and draft framework was sentltopartners by partner P7 and
comments received back were incorporated in tha fieport. The final version of the

report was the completion of milestone M8.1 andragant to partners. The guidelines
were sent used by the lead partners of WP2 — WipBogress with the first steps of the
development of the measure-specific grids creaairiggst outline of a base structure of
the grids in Excel.

The report outlining the general structure for dred development provided a logic
model diagram for the methodological grids. Logiodal diagrams and grids are
essentially a schematic way of representing a cexnptoblem. Grids and logic models
are used together in the representation of thelgmobn a way that makes multi-
dimensional problems easy to be considered an@dofrids are often used in complex
problem analysis to represent the logic processeteh a solution. Moreover logic
models are often used in the theory and practicentdrprise organisation and business
management. As a schematic way to represent aiaecisaking process, a grid can be
formulated as a simple spreadsheet where diffggardmeters influencing the decision
are included. The increasing complexity of the sieci making process often leads to a
set of tables connected by links and logic conpesti The starting points for the
development of the general framework were mainky tlbncepts and theory of logic
models as they can be found in scientific literatand, above all, the different structures
of payment calculation as they have been at the tihthe review.

At the Prague workshop, the logic framework showlow was presented and discussed.
This is a schematic and generalised representatitime process of payment calculation
for the Rural development measures, which includes identification of Cross-
Compliance for each country, a consequent defmitief the baseline, a clear
identification of additional commitments for eactdividual measure and, consequently,
a calculation of income losses and additional céstseach measure and each of the
‘dimensions’ considered in the justification.
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EU Legislation (cross compliance
Describe SMR, GAEC, additional According to 1782/2003)
National baselines at region/country level National legislation
Usual practices where more restrictive

l Than GAEC or where GAEC does not exist

Define additional commitments of each Rural Development Programmes
RD measure with reference to (measure fiches)
Baseline practices Information about baseline practices

Are additional commitments influencing
cost structure

Are addittional commitments
influencing) revenues (crop yields, Sources of data (FADN, other sources)
prices, ...
Statistic representativeness
(dimension of sample, verificability of
Simulate cost/revenue sheet for Calculations)
Measure/submeasure/action .
transaction costs >
calculationor % of loss of revenue

Figure 6 Logic scheme of the analysis

The general guidelines for the grid developmenvioled by partner P7 also included a
framework for the writing of the reports regarditige measure-specific development
(deliverables D2 — D6), which will be used for theduction of a summary report for
WP8 (deliverable D11).

Milestone M8.2

Parallel to the provision of the report with thengeal structure and logic model diagram
for the grid development, an assessment of basedigeirements (including Statutory
Management Requirements, GAEC and additional naltioaseline requirements) for the
different rural development measures was provideddstner P7. This part of WP8 was
done in collaboration with all partners who prowddan overview of the baseline
requirements in their country. However, while tigdlation of the data took more time
than initially expected, the delay was mainly caubg the required extension of the
review of payment calculations (phase 1 of the qut) Consequently, the milestone
M8.2 was not completed in month 9, as initiallyrpiad in the description of work. With
the support of partner P1 and P2, the lead paRieput together a synthesis of the
baseline requirements at the end of the first ptojear and milestone M8.2 was
completed at the time of the mid-term workshop ionth 14. Figure 7 depicts the
structure of the overview table for GAECSs.
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GAECs
1 2 3 4 5
Issue Standard GAEC description Reference code | Related measure(s)

Minimum soil cover

Minimum land management
reflecting site-specific

Soil erosion Retain terraces

Other

Other

Standards for crop rotations

where applicable
Arable stubbles

management
Other

Soil organic matter

Other

Appropriate machinery use

Soil structure Other

Other

Minimum livestock stocking
rates or/and appropriate
Protection of permanent
pastures
Retention of landscape
features, including the

Minimum level of Avoiding the encroachment
maintenance of unwanted vegetation on

Maintenance of olive
groves in good vegetative
Other

Other

Figure 7 Table on GAEC evidence as proposed in Anre of the General framework for the review
of payment calculations

The baseline assessment also discusses options thownk relevant baseline
requirements with the cost or income foregone campts used in the payment
calculations. Figure 8 provides an example for skreicture and logic how baseline
requirements could be linked with components in gagment calculations. However,
alternative options for such linkages were furtivgplored during the continuation of the
grid development next year.

Name of the measure/submeasure
1 2 3 4 5

Figure 8 Table for the linkage of baseline, RD comitments and payment calculation

Milestone M8.3

The mid-term workshop was prepared by partner RL Rn and a programme was
developed at the end of the year. The purposeisfpifoject meeting was to exchange
experiences on the early steps on the grid devedoprand case study analysis and
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further evolve the frameworks and tasks for theireitwork. The project meeting was
postponed by two month and successfully held inid&eim February 2008.

Discussion

The work in workpackage WP8 made considerable pssgin the first project year.

Guidelines for the first steps of the developmehttiee different measure-specific

methodological grids were developed and succegshsied to create first outline of the
respective base structures. Equally, the assessofighe baseline requirements made
considerable progress and was finalised early 820he outcome of the work in the

first project year provided the basis for furth&temsions of the framework for the grid

development and facilitated the continuous cooténaof the development of the

measure-specific methodological grids, which is thain task of workpackage WP8.

Moreover, together with the measure-specific basetsires developed by partners P3,
P6, P4, P1 and P5 in workpackages WP2 — WP6 itged\the platform for the software

development to be started at the beginning of 2008.

The main problem encountered in workpackage WP8 thasslight delay in finalising
milestones M8.1 and M8.2. These delays were maalised by the required extension
of the review of payment calculations (phase 1hef project) and did not further affect
the overall project timetable. Milestone M8.1 wasished in November 2007 and
milestones M8.2 and M8.3 were finished early 2008 work in year 2 (2008) expected
continued as initially planned.

Progress during second reporting period

Milestones M8.2 — M8.5

According to the Description of Work, WP8 was cletgwith the provision of the
general structure of the methodological grids aag vesponsible for the development of
the software tools.

The project meeting held in Venice during monthh&fped assess the progress made by
WP2-WP6 leading partners in developing the measpeeific grids, in accordance with
the General guiddlines circulated in month 11. What emerged from the nmgetvas the
need of a more precise logic scheme, in order tmbiaize the structure of the different
grids.

Therefore, partner P7 produced a schematic framewth a better definition of the
various phases of development; above all, thisclérgmework introduced the concept of
two separate calculation approaches: one basedA@NFand another one based on
production processes.

Following the framework, WP2-WP6 leading partnersdpiced a set of draft measure-
specific grids presented at the mid-term workshigi8.8), held in month 18. At the

workshop the first ideas and frames of the softweeee also introduced. Based on the
forestry grid presented by partner P1, the consortiecided to implement a step-by-step
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structure in all the other grids. Moreover, the @pt of calculations based on production
processes led to the design of what has been calladtices approach”.

The remaining months were spent to finalizing th&lgy structure according to the
decisions taken at the workshop, and testing th®ws beta versions of the software
tool. The software tool was developed in severabes by partner P1 using NET
Framework 2.0 and pdf-format for the reporting dueats. Partner P1 collated and
adjusted the different components (e.g. lists asified practices, lists of cost, revenue
and income components etc.) of the various gridviged by the other partners and
incorporated those in the software. The developeadtware transforms the
methodological grids into a new payment calculatmol. The user-friendly design of the
software tool and a user guide enable governmesnaes within the EU to calculate
payments applying a harmonized step-by-step appredule maintaining sufficient
scope to account for variations in available ddtae application of the software is
expected to facilitate the justification of rurabwvétlopment payments between the
member states and the European Commission.

The different beta versions of the software weresented and discussed at project
meetings and workshops. The final version of théwswe was tested (M8.4) and
presented to the Commission in month 24 and asdnge time th&ummary report and
the software’s user guide (deliverables D11 and)DA&s completed and sent to the
European Commission (M8.5). In addition, a CD wlik software tool was provided to
the European Commission.

Discussion

One of the issues faced during the developmenteofitids was related to the assessment
of transaction costs. After experiencing variouscuation approaches and facing a
permanent lack of regulation at European level ndigg transaction costs, the
consortium decided to implement in the final grilgo general methods for the
assessment of those costs: a) as a percentage oéltulated payment or b) as amount
directly stated by the calculation body.

Another remaining open issue is related to datacesuand their heterogeneity: the grids

provide only general information for the calculatiand must be completed with data
taken from external datasets available at Europeatignal and regional level.
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Workpackage number WP9 (Project synthesis)

Phase: 3

Start date: Month 21

Completion date: Month 24

Partner responsible: 1

Partner: 1 2 3 4 5 6 7 8
Person months allocated: 3 1 1 1 1 3 10
Used in first year: 0O O 0 0 0 0 00
Used in second year: 2 1 1 1 1 3 1251
Total: 11.25

Objectives

1.To synthesise the project results and produceah firoject report
2.To coordinate the dissemination of project resaitd organise a final workshop with
government agencies and Commission services

Deliverable Description Status

D14 Project synthesis and fin. Complete
report

Milestone Description Status

M9.1 The dissemination of th Complete

project results coordinate
and final workshop (WS4

held

M9.2 The project resultt Complete
synthesised and final repc
completed

Current status: Complete

Progress during first reporting period

Work in Workpackage 9 was scheduled for the secepdrting year.

Progress during second reporting period

Partner P1, with support from all other partneraswesponsible for coordinating the
project synthesis and to produce a final projegiore Partner P1 coordinated the
dissemination of results and organised a final wioodp in December 2008 in Brussels to
present and demonstrate the methodological gridegresentatives of the government
agencies from the partner countries and the Cononiservices (M9.1).

For the synthesis of the project results partnéraftl P8 collated the deliverable reports

(D2, D4 — D12) and developed a synthesis of thennfiaiding, taking into account
country and RD measure-specific outcomes and ctegistics of the grids. The synthesis
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of the main project results formed the basis ferfthal report (D14, M9.2)

Discussion

The workshop provided a successful opportunityresent the final results and to test the
software tool with government representatives fr@rious EU member states. It would

have been desirable to obtain also direct feedmactkthe project findings and the

software tool from representatives from DG Agrit mo representative was able to
follow the invitations. The benefits of further siésnination of the software tool through
meetings with national policy administrations andnagement authorities in order to
promote the possible application of the new catowatool was emphasized by

government representatives.

Changes in the composition of partner teams towtrelend of the project and during
the preparation of the final report required therganization of work tasks and led to a
delay in the submission of the final reports. Hoerev¥he final report was submitted after
the submission of the annual reports.
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5 PROJECT MANAGEMENT AND COORDINATION

Start date: Month 01

Completion date: Month 24

Partner responsible: 1

Partner: 1 2 3 4 5 6 7 8
Person months allocated: 5 05 05 05 05 05 0550.
Used in first year: 2 0.250.25 0.25 0.25 0.25 025 0
Used in second year: 2.50.25 0.25 0.25 0.25 0.25 0.25 0.5
Total: 8

Overall management

Partner P1 was responsible for the management,tailieg and production of
deliverables from the project, and the reporting exfpenditure to the EU. The
management team of partner P1 consisting of th¢gegir@woordinator and a project
administration officer have carried out these tatfk®ughout the reporting period.
Partner P1 has overseen the receipt of the momidgress forms and analysis of
potential problems and has coordinated as requirednter-WP liaison and scheduling
of exchange of WP outputs. Partner 1 has alsoechout all required editing tasks in
relation to the deliverable reports and all otheblished reports. The project meetings
and workshops have been organised in collabordtween partner P1 and the hosting
partner.

In addition, each partner has supervised their agtivities and safeguarded the adequate
progression of their activities and the responsd#ployment of the financial resources
provided by the project. Particular attention waglby each partner to the management
of the workpackage they are responsible for andiatkpackages have been successfully
finalised. In their role of workpackage managerchepartner carried out the quality
control and assurance of the work in their workpgekand ensured the completion of
the project milestones. Problems have been quiddgtified and delays in the delivery
of work, using agreed reporting forms, have begoonted to the coordinator and
management board.

The project management board has regularly disdusse progress of the project in
meetings around the project meetings as well asugfir regular phone and email
exchange. The management board has reviewed tlgeepsoof the project against the
original timetable, and taken appropriated actioohsas adjusting the deadlines of a
small number of milestones to take into accountuoaegy problems to resolve the
situations.

Project reporting, progress monitoring and qualggurance

Workpackage and partner team managers providedhiyaeport forms (using proforma
provided by Partner P1) throughout the projectdating key tasks being undertaken, key
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results, problems encountered and progress witleceso the project timetable. This, as
well as the project management board meetings, lethatetailed assessments of the
project status at various stages. Each partneiged\vhe required financial statements to
partner P1, for collation and providing financieports to the European Commission.

Partner P1 carried out the overall technical caratibn, administration, and quality
control. Each internal report was reviewed by tlsponsible partner team and
workpackage manager and then finally been discusgelde project management board.
The deliverables were internally reviewed by partRé and the project management
board before they published.

Communication flow

An email listserver was established at the begopoifithe project by partner P1, enabling
communication of administrative and general infaiora across the partnership,
including sub-contractors. A project World Wide WNWW) platform hosts ‘public’
and ‘private’ sections. The public pages dissemirthe project’'s aims and objectives,
progress and published results. The private padlesvel communication between
partners and are secured by user identifiers assirads.

Sub-contracting

Two sub-contractors were employed during the ffesir. Partner P1 employed Instituto
de Desarrollo Rural Sostenible (IDRiSi) as a subt@wtor in Spain to collate and
analyse information on payment calculations in $amural development measures.
Due to administrative complications, this task wasved from partner P3 to partner P1.
The second sub-contractor (Agrotec Polska Sp. Zeas)employed in Poland by partner
P7 to collate and analyse information on paymelautations in the Polish context.

No further sub-contracts were made in the secoog@ryear.

Other

The Humboldt University joined the consortium intQmer 2008. The team from the
Chair of International Agricultural Trade and Deyaient, Humboldt University Berlin,
brought additional expertise in rural policy an&yand additional technical know-how
and experience with development of on-line andvai tools to the AGRIGRID
consortium. In particular their extensive experength the development of user-friendly
on-line and software tools facilitated the finaggs of the development of the software
tool for payment calculations in the AGRIGRID prcijeThe team also contributed to the
grid development for forestry measures in workpgeka/P5.
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EXPLOITATION AND DISSEMINATION ACTIVITIES

Dissemination activities of the AGRIGRID projectnoentrated on the outcome of the
review of payment calculations. These activities ba differentiated between general or
common activities and activities carried out by e partners focussing on certain
aspects of the work. In particular, but not exalabi, for common dissemination

activities the website is the key instrument foblshing project output. Deliverable

reports and other reports have been published @ website. Moreover, key

dissemination activities were the workshops witlvegament representatives. In This
section lists the different dissemination actiatie

Common dissemination activities

Website
The following reports have been published on thbsite:

Year 1

= Deliverable report D2:

Hrabalova, A., Wollmuthova, P., Kapler, P., Schwd&z, Morrice, J., Messager,
P., Buchan, K., Matthews, K., Gelan, A., Hecht, Kuhnert, H., Nieberg H.,
Offermann, F., Vlahos, G., Tsakalou, E., Hadjigemug I., Zemeckis, R.,
Krisciukaitiene, I., Kuliesis, G., Galnaityte, AMiettinen, A., Aakkula, J.,
Kroger, L., Cesaro, L., Chiozzotto, F., Schieva@ol., Salguero Herrera, C.,
Woch, M. and Chyboska, R., (2007) Review of paynuathtulations in EU rural
development measures. Deliverable report to theofgan Commission,
AGRIGRID project (SSPE-CT-2006-044403).

= Workpackage WP2:
Vlahos, G., Tsakalou, E., et al. (2007) Review ayment calculations in agri-
environment measures in the EU. Project report, K&FBD project (SSPE-CT-
2006-044403).

« Workpackage WP3:
Miettinen, A., Aakkula, J., Kroeger, L. et al. (200 Review of payment
calculations in natural handicap payment schemeshé EU. Project report,
AGRIGRID project (SSPE-CT-2006-044403).

= Workpackage WPA4:
Hrabalova, A., Kapler, P., Wollmuthova, P. et &#0@7) Review of payment
calculations in Natura 2000 measures in the EJeProeport, AGRIGRID project
(SSPE-CT-2006-044403).
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= Workpackage WP5:
Schwarz, G., Morrice, J., Messager, P. et al. (20B&view of payment
calculations in agri-environment measures in the Btdject report, AGRIGRID
project (SSPE-CT-2006-044403).

« Workpackage WPG6:
Zemeckis, R., Krisciukaitiene, I., Kuliesis, G., |Gatyte, A. et al. (2007) Review
of payment calculations in animal welfare measureshe EU. Project report,
AGRIGRID project (SSPE-CT-2006-044403).

« Workpackage WPG6:
Zemeckis, R., Krisciukaitiene, I., Kuliesis, G., |Gatyte, A. et al. (2007) Review
of payment calculations in meeting standards measur the EU. Project report,
AGRIGRID project (SSPE-CT-2006-044403).

Year 2

= Workpackage WP2:
Tsakalou, E. and Vlahos, G, et gR008) Methodological grids for agri-
environment payments. Deliverable report to the oghean Commission,
AGRIGRID project (SSPE-CT-2006-044403).

Workpackage WP3:
Aakkula, J., Miettinen, A., et al. (2008) Methodgical grids for natural handicap
payments. Project report, AGRIGRID project (SSPEZU06-044403).

Workpackage WP4:
Hrabalova, A., Wollmuthova, P. et al. (2008) Metbladjical grids for Natura 2000
payments. Project report, AGRIGRID project (SSPEZU06-044403).

Workpackage WP5:
Schwarz, G., Buchan, K., Matthews, K., Morrice Messager, P., Bohne, A, et al.
(2008) Methodological grids for forestry measurBsoject report, AGRIGRID
project (SSPE-CT-2006-044403).

Workpackage WP6:
Zemeckis, R., Krisciukaitiene, I., Galnaityte, A.a. (2008) Methodological grids
for animal welfare measures. Project report, AGRIGRroject (SSPE-CT-2006-
044403).

Workpackage WP7:
Schwarz, G., Buchan, K., Matthews, K., Morrice, Nlgssager, P., Bohne, A.
(2008). Methodological grids for forestry measurBsoject report, AGRIGRID
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project (SSPE-CT-2006-044403).

Workpackage WP8:
Zemeckis, R., Krisciukaitiene, I., Galnaityte, 2008). Methodological grids for
payments in animal welfare measures (215) in the Bgject report, AGRIGRID
project (SSPE-CT-2006-044403).

Workpackage WP9:
Zemeckis, R., Krisciukaitiene, Galnaityte, A. (2D08lethodological grids for
meeting standards measures based on Communityatemis(131) in the EU.
Project report, AGRIGRID project (SSPE-CT-2006-0a3%

Workpackage WP10:
Hecht, J., Nieberg, H., Offermann, F., Matthews, Buchan, K., Schwarz, G., et
al. (2008) Case study analysis of existing and @sed grids. Project report,
AGRIGRID project (SSPE-CT-2006-044403).

Workpackage WP11:
Cesaro, L., Chiozzotto, F., Tarasconi, L. (2008)m&wary report on the
development of methodological grids for paymentcaigtions. Project report,
AGRIGRID project (SSPE-CT-2006-044403).

Workpackage WP12:
Buchan, K., Schwarz, G., Morrice, J., Matthews, Messager, P. et al. (2008)
User manual for AGRIGRID Software Tool. Project adp AGRIGRID project
(SSPE-CT-2006-044403).

In addition, the website has been used to disséepraject news such as descriptions of
meetings and other events.

Workshops

Year 1

As part of the dissemination activities of the AGIRID project, a number of workshops

were planned to present results and obtain feedbadhke results during the different

stages of the project important. On 17 July 2008, first workshop was held at the

National Veterinary Institute in Prague to disctiss outcome of the review of payment

calculations in a range of different rural devel@mnmeasures and to identify key issues
for the development of methodological grids for paynt calculations.

Government representatives from seven of the nnogeqd countries and the project
officer from the European Commission attended tharkehop. Overall, about 15
representatives (in addition to the project teattenaled the workshop. The programme
of the workshop was organised according to thecttra of the review of payment
calculation in the different rural development meas. The workshop started with a
brief project introduction and outline of the matbtngical framework for the review
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followed by sessions on agri-environment, naturahdicap payments, Natura 2000

payments, forestry measures and animal welfarena@eting standard measures. Each
session had sufficient time allocated to discusergmg questions and key issues. The
discussions on the different presentations prodwcedimber of key issues for future

methods of payment calculations, some rather geaathsome rather measure-specific,
which were summarised in the final conclusion sesand are summarised below.

The summary of key issues was divided into measpeeific issues, and general key
issues obtained from the discussions at the worksinal from the questionnaires which
were filled in interviews with government represgivies before the workshop. The
following key issues were highlighted with respecspecific measures (abbreviations in
brackets indicate the measure context):

« Payment calculations are influenced by stakehajd=ups trying to ensure that
their interests are met (agri-environment measure)

» Fixed costs can not be considered in payment edloul (agri-environment
measure)

» Payment calculations are constrained by Commiggidstelines which, at least in
some cases, are not effective (agri-environmentfarestry measures)

« Difficulties in payment calculations hinder the apgtion of new innovative
measures (agri-environment measure)

« Difficulties in defining and calculating approprgbaseline requirements for the
payment calculations raise the question how to tifyamreference level for the
different commitments in the measures (agri-envirent measure, natural
handicap payments, animal welfare measures)

» Different implementations and payment calculatiaresdriven by different
objectives between the member countries (naturadibap payments)

* Changes in the policy and economic environment,reagket developments, are
not considered in payment calculations partly duertcertainty about future
policy developments (natural handicap payments)

* Uncertainty in relation to transaction costs (agn4ronment and animal welfare
measures)

In addition, a number of key issues were identiffed the majority of the different
measures and were thus seen as general key i$f@se are summarised below:
» Lack of suitable and detailed data for the payneaitulations
« Payment calculations need to be transparent
» Challenge to find a balance between scientific aggines and political
acceptability and necessity:
» Complexity of calculations versus keep it simple
« Payment levels are often determined by politicajets
» Payment calculations need to result in suitablentiges at farm level
» Importance of differentiating between issues iatieh to implementation and
justification of payments and measure
» Rigidity of the WTO framework does not allow to swter payments for
environmental benefits and differences betweemsite and extensive farming
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Year 2

As part of the dissemination activities of the AGIRID project, two workshops were
held in 2008 to present results and obtain feedlobackhe results during the different
stages of the project. In June 2008, a workshophglsin Santorini (Greece), hosted by
the Agricultural University of Athens, to discusgtdraft versions of the methodological
grids and to identify key issues for further depslents and applications of the
methodological grids and the final software tool.

Government representatives from eight of the ningept countries and the project
officer from the European Commission attended therkshop. Overall, about 15
representatives (in addition to the project teatte@naled the workshop. The programme
of the workshop was organised according to thectra of the grid development for the
different rural development measures, the case/stndlysis and the development of the
software tool. The workshop started with a briedjgct introduction and outline of the
methodological framework for the grid developmeolidiwed by parallel sessions on
agri-environment, natural handicap payments, Na200 payments, forestry measures
and animal welfare and meeting standard measufresewhe draft grids were presented
in detail to the government representatives. Easkien had sufficient time allocated to
discuss emerging questions and key issues. Thassisns on the different presentations
produced a number of key issues for future methafdpayment calculations, some
rather general and some rather measure-specifichwhere incorporated in the final
grid development and are summarised in the vagodsreports. Key issues included:

* The grids need to provide enough flexibility todgplicable under different
circumstances. Users require scope to add costiieveomponents and
differentiation elements and should be able to skabfferent levels of detail
they want to apply in the payment calculation.

» Data availability is another key issue to be coe®d in the grid development.
Grids need to take into account different leveldatf availability across the
measures and countries. Suggestions for additaatalrequirements would be a
useful contribution of the project.

« Creating a transparent tool for payment calculatithmough a clear design and
level of detail to justify the calculations was satered as one of the main
advantages of such grids.

» Linked with the issue of transparency, a harmontsedinology (for example for
cost components and differentiation categorieah@her important aspect and
challenge of the new grids.

* The grids and the software should consider measpeeiic aspects and should,
for example, only include relevant baseline requeats and activity lists. The
approach to implement a measure-specific configamadf the grid software by
allowing the user to select the measure at thenbeyd was seen as a useful tool.

» Results of the case study analysis will be integrat the user guide for the grids
providing examples for applications of differentidtpayments in the various
measures.

The final project workshop was held in December 00 Brussels, hosted by the
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European Commission. The aim of the final worksl@s to give an overview on the
overall project findings and to present the fin&dbBRIGRID software tool for payment
calculations in EU rural development measures.

Government representatives from seven of the nnogeg countries and the project
officer from the European Commission attended therkshop. Overall, about 12
representatives (in addition to the project teatt®naled the workshop. The programme
of the workshop emphasized allowing governmentesgmtatives sufficient time to test
the calculation software and run a few examplesatifulating payments in the different
rural development measures. The potential for p@i@ation of the software through
national and regional administrations and paymegeheies was acknowledged and the
flexibility of the software tool to deal with diffent levels of detail concerning available
data was emphasized. Further meetings at natiemal to present and test the software
were agreed.

Other common dissemination activities

Journal Papers

Year 2

Schwarz, G, Buchan, K., Matthews, K., Morrice, J., Messager, P, Hecht, J,
Nieberg H., Offermann, F., Vlahos, G, Tsakalou, E, Hadjigeorgiou, 1., Hrabalova,
A., Wollmuthova, P., Kapler, P., Zemeckis, R, Krisciukaitiene, I., Kuliesis, G.,
Galnaityte, A., Miettinen, A., Aakkula, J., Kroger, L ., Cesaro, L, Chiozzotto, F. and
Tarasconi, L. (2008) AGRIGRID: Methodological grids for paymeaalculations in
rural development measures in the EU. The Parliat@gazine, Issue 276, 27 October
2008.

Schwarz, G, Buchan, K., Matthews, K., Morrice, J., Messager, P, Hecht, J,

Nieberg H., Offermann, F., Vlahos, G, Tsakalou, E, Hadjigeorgiou, I., Hrabalova,

A., Wollmuthova, P., Kapler, P., Zemeckis, R, Krisciukaitiene, I., Kuliesis, G.,

Galnaityte, A., Miettinen, A., Aakkula, J., Kroger, L., Cesaro, L, Chiozzotto, F and
Tarasconi, L. (2009). Harmonising payment calculations in EWaludevelopment
measures — a new software tool. Public ServicedRevssue 17, February 2009.

Schwarz, G, Buchan, K., Matthews, K., Morrice, J., Messager, P, Hecht, J,
Nieberg H., Offermann, F., Vlahos, G, Tsakalou, E, Hadjigeorgiou, I., Hrabalova,
A., Wollmuthova, P., Kapler, P., Zemeckis, R, Krisciukaitiene, I., Kuliesis, G.,
Galnaityte, A., Miettinen, A., Aakkula, J., Kroger, L., Cesaro, L, Chiozzotto, F,
Tarasconi, L. andBohne A (2009). Developing new methods for payment calooths

in EU rural development measures — the AGRIGRIDjquto Paper presented at the
International Scientific Conference: The EU Supgort 2007-2013: New Challenges
and Innovations for Agriculture and Food Indust@7 — 29 May 2009, Vilnius,
Lithuania.
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Partner specific dissemination activities

Reports
Cesaro, L, Chiozzotto, F and Tarasconi, L. (2008). Progetto AGRIGRID. INEA

Informa N. 4/Anno 1.

Cesaro, L, Chiozzotto, F and Tarasconi, L. (2008). Confronto del livello dei
pagamenti nelle varie regioni tra i PSR 2007-201®8R 2000-2006. In: Ricognizione e
confronto dei finanziamenti previsti nei PSR 20@3-2 a favore dell'agrioltura
biologica. Quaderni della Rete Rurale Nazionale.

Hrabalova, A. andWollmuthova, P. (2007): Metodologie vyptu plateb na op#tni
pro rozvoj venkova 'R a EU (The methodology of payments calculatiorhi rural
development measures in the Czech Republic and Bwdmatic report for the Czech
Ministry of Agriculture.

Hrabalova, A. and Wollmuthova, P. (2007): Navrhy Uprav agroenvironmentalnich
opateni VCR (The proposal of adjustments of agri-environmlemi@asures in the Czech
Republic). Thematic report for the Czech MinistfyAgriculture.

Hrabalova, A. andWollmuthova, P. (2009): Analyza metod aigtupi pouzivanych p
kalkulacich plateb u vybranych opati pro rozvoj venkova (The analysis of methods
and approaches used in payment calculations irctedleural development measures).
Exploratory study of the Institute of Agricultufatonomics and Information.

Conference presentations

Year 1

Schwarz, G., Offermann, F. and Ramirez Harrington, D. (2007). EU agri-
environment programmes and the WTO: Exploring néveds of payment calculations
in a transatlantic context. In: Proceedings of ltiternational Conference ‘Agricultural
Policy Changes: Canada, EU and the WTO'. Victoianada 13-15 September 2007.
Published onlinéttp://web.uvic.ca/europe/agriculture

Year 2

Cesaro, L (2008). Forestry measures in rural developmericipe — new needs in
statistics and accountancy data. In: Proceedingsthef International Symposium
‘Emerging needs of society from forest ecosystetosiards the opportunities and
dilemmas in forest managerial economics and acowin2-24 May 2008, Ljubljana,
Slovenia.

Hecht J, Offermann F. and Nieberg H. (2008). Potentials of differentiated payment
levels based on standard cost approaches: A cadg ot selected rural development
measures in Germany. In: Proceedings of 82nd An@oalference of the Agricultural
Economics Society, 31st March to 2nd April 2008.
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Schwarz, G.(2008): Payment calculations and biodiversity éésgn agri-environment
measures: Experiences from Scotland. Paper presestethe conference ‘Using
Evaluation to Enhance the Rural Development Vafuggri-environmental Measures’ in
Parnu, Estonia, 17 — 20 June 2008.

Articles

Hecht J., Nieberg H., Offermann F., and Schwarz G (2009). AGRIGRID:
Pramienkalkulation nach Standardkosten fiur MalRnahrder l&ndl. Entwicklung.
Landinform 2/2009, 38 - 40.

Krisciukaitiene, 1., Galnaityte, A., Zemeckis, Z and Kuliesis, G. (2008)
Methodological issues of rural development measureeting standards based on
community legislation’. Management theory and studies for rural business and
infrastructure development, 12 (1), 84 — 91.

Krisciukaitiene, 1., Galnaityte, A., Zemeckis, Z and Kuliesis, G. (2008)
Methodological issues of rural development measWmeimal welfare payments’.
Management theory and studies for rural business and infrastructure development, 12
(1), 76 — 83.

Other presentations

Year 1

Schwarz, G., Offermann, F. and Ramirez Harrington,D. (2007) EU agri-environment
programmes and the WTO: Exploring new methods ofmmat calculations in a
transatlantic context. Presentation to the Edinbh@gminar of Agricultural Economists.

Miettinen, A., Aakkula, J., Kroeger, L. et al. (2007) Review of payment calculations in
natural handicap payment schemes in the EU. Pedgemtto the advisory board
members of the “Natural handicap payments 2010fepto

Year 2

Offermann F., Hecht J. andNieberg H (2009). Analyse und Bewertung von Ansatzen
zur  Pramiendifferenzierung in  AgrarumweltprogrammenAgrarokonomisches
Kolloquium des vTI. 20th May 2009.

Hrabalova, A. and Wollmuthova, P. (2008): Presentation of AGRIGRID project and
main results. During the Disseminating meeting &RR project in region Vysocina,

Kouty, Czech Republic, concerns “Development ofakuareas and multifunctional

agriculture” 2.-3.12.2008.

Schwarz, G, Offermann, F. andRamirez Harrington, D. (2008) EU agri-environment
programmes and the WTO: Exploring new methods ofnygent calculations in a
transatlantic context. Presentation to the Edinlbbigminar of Agricultural Economists,
January 2008.
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7/ ETHICAL ASPECTS AND SAFETY PROVISIONS

No activities have been undertaken that involve riblease of genetically modified
organisms, nor any materials that can be desciaethfected’. No ethical issues have
arisen during the period of this contract, and thasrequests have been submitted for
specific authorisation.

In the course of the workpackages all efforts wassle to ensure no detrimental effect

on the environment due to any aspect of normal ingrgractices. These efforts included
the recycling of waste paper and printing mateyriahsl low emission computer monitors.
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