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Abstract

On the 21% of February 2003 Croatia submitted a request for
membership in the European Union, thus starting a long process of preparation
and negotiations on accession to the EU. A number of decisions that define the
structure for negotiations were adopted in the period to follow. The Ministry of
Agriculture, Fisheries and Rural Development was defined as responsible for
Chapter 11, 12 and 13. Croatia’s key negotiating requests concerned the
determination of amount of financial envelope for direct payments, the terms of
application and financing of the direct payments and the determination of
production quotas. The overall process of accession negotiations was completed
at the meeting of the Intergovernmental Conference on Croatian accession to
the European Union on 30 June 2011. The financial envelope for direct
payments determined on the basis of statistical data about the agricultural
production realized and resource utilized in the defined reference period was set
to 373 million Euros per year. Also, since 2014, Croatia could use the EU
budget for Rural Development in the amount of 333 million Euros per year
(additionally including national budget funds). Finally, the EU provides the
legal framework and financial ability, but whether and how the funds will be
used depends on the Member State.
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Introduction
The submission of a request and the candidate status

The Republic of Croatia submitted the request for membership in the
European Union on 21 February 2003. This was the date when a long process
of preparation and negotiations on accession to the European Union started.
After considering the request for membership and additional information
provided, on 18 July 2004 the European Union granted Croatia candidate status
meaning that Croatia gained the right to use the EU Pre-Accession Assistance
program funds. In the following period, a number of decisions were made: the
structure defined for negotiations on Croatian accession to the EU, participants
nominated in the negotiations and principles and strategic guidelines for
negotiations established. Furthermore, the Ministry of Agriculture, Fisheries
and Rural Development was defined as responsible for the following: Chapter
11 (Agriculture and Rural Development), Chapter 12 (Food Safety, Veterinary
and Phytosanitary Control), and Chapter 13 (Fisheries).

The Working Group for preparation of negotiations

In the period to follow, the Working Group for preparation of
negotiations was defined. This Working Group for the preparation of
negotiations on Chapter 11 participated in an analytic review and assessment of
compliance of Croatian legislation with the EU acquis (Screening) and in
drafting the proposals of negotiating positions. Given the complexity of the
agricultural chapter, a total of 26 subgroups were created within the Working
Group for Chapter 11. Within the Working Group for Chapter 11 a little more
than 400 members were nominated in the subgroups, including: employees of
the Ministry of Agriculture, Fisheries and Rural Development as well as
representatives of a number of other institutions, farmers' associations, Croatian
Chamber of Economy, Croatian Employers Association, Trade Unions,
Science, Companies and others. The group had a role not only in drafting the
basic documents in the initial stages of the negotiations, but it was also a forum
for informing the professional public about the most important aspects of
preparing Croatia for the future EU membership.

»Screening” and Benchmark for opening the Chapter
The first phase of the negotiations in Chapter 11 (Agriculture and Rural

Development) included an analytical review (screening) that lasted from
December 2005 to February 2006.
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On 17 July 2006 the European Commission published a report on the
results of the screening, based on which on 9 November 2006 the EU Council
decided that Croatia should develop a strategy for improving agricultural
statistics, as a precondition for starting the negotiations on Chapter 11 (the so-
called Benchmark for opening the chapter).

This strategy was adopted by the Republic of Croatia’s Government on
10 October 2007. The European Union confirmed on 2 April 2008 that the
Benchmark for opening Chapter 11 was fulfilled. This was followed by the
adoption of the Croatia’s negotiating position for Chapter 11 (4 September
2008). However, the start of the negotiations was delayed due to the Slovenian
blockade until 2 October 2009, when the European Union adopted its
negotiating position on Chapter 11.

Benchmarks for closing the Chapter

On 2 October 2009 the European Union adopted its negotiating position
for Chapter 11 and announced that the Republic of Croatia must meet the
following benchmarks in order to close the same chapter:

- the adoption of an implementation plan for the establishment of an
Integrated Administrative and Control System (IAKS) that will be fully
operational with the date of accession and achieving sufficient progress
towards establishing the IAKS, including the establishment of a Land Parcel
Identification System (LPIS);

- the adoption of an implementation plan for the establishment of Paying
agencies that will be fully operational with the date of accession and
achieving sufficient progress towards the establishment of this Paying
Agency;

- the adoption of an implementation plan for the establishment of application
of the common market organization (CMO) measures of the EU in sugar,
fruits, vegetables and milk sectors, as well as achieving sufficient progress
in the alignment with the EU legislation on the regulation of agricultural
markets.

These benchmarks were fulfilled by adopting appropriate strategic
documents at the session of the Croatian Government held on 11 and 19
February 2010.

Negotiations
Negotiations between representatives of Croatia and the European

Commission have included all the requirements of the Croatian negotiating
position for Chapter 11, the most important of which were:
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- defining the elements for the calculation of financial envelopes (statistical
basis of agricultural production and resources, determination of reference
period, determination of number of suckling cows, sheep, and goats),

- the terms of payment for direct payments to Croatian farmers from the EU
budget after joining the Union;

- the transitional period and the percentage of co-financing from the EU and
Croatian budget;

- the possibility of using funds from Il pillar for direct payments,

- the possibility of funding certain measures from the national budget after
accession,

- determining financial envelopes for mined land (determining reference
period and area, existence of appropriate official databases),

- determining the financial envelope for the wine sector,

- setting quotas in the milk and sugar sectors.

Negotiating Principles in Chapter 11.

When it defined negotiating demands, the Croatian Government based
them on the following basic principles:

- Croatia is prepared to apply the Common Agricultural Policy from the date
of the accession to the European Union;
- Croatia expects that there will not be in a worse position on the common
EU market than other EU member states;
- Croatia expects the acknowledgment of the consequences of the Homeland
War on agricultural production, i.e. rural areas;
- Croatia sets realistic negotiating demands, which are based on official
statistics and experiences from the previous rounds of enlargement.

Negotiating Requirements in Chapter 11.

In Chapter 11, Croatia has set a total of 46 negotiating requests, with
varying degrees of negotiation responsiveness. The European Union has set up
one negotiating request (transitional period for direct payments).

The key negotiating requirements of Croatia concerned the determination of
- the amount of financial envelopes for direct payments,
- the conditions of application and financing of the system of direct payments and
- the determination of production quotas for milk and sugar.

Important requirements were related to the determination of reference
periods (which depend on the calculation of the financial envelope and the size
of production quotas), as well as the conditions for the implementation of rural
development measures.
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Apart from these, the negotiations included a series of mostly technical
but content-related issues such as the recognition of protected labels or the
determination of wine-growing areas.

Benchmarks for closing Chapter 11. Informal Benchmark — the reform of a
subsidies system

The "informal™ Benchmark referred to an obligation of the Republic of
Croatia to reform its direct payments system in agriculture and align it as much
as possible with the system applied in the EU before the conclusion of the
negotiations. The reform of the direct payments system began by amending the
Law on State Aid to Agriculture and Rural Development (Official Gazette no.
83/2009, 153/2009, 60/2010, 92/2010) in 2009, 2010, 2011, and 2012. This
modification of the subsidies system simplified the direct payments system by
reducing the number of production-related payments (with more than 200
production-linked items in total 2), and also introduced a basic payment for
plant production as a form of production-nonrelated payment. At the same time,
a framework on which the construction of a landfill particles identification
system (ARKOD) and IAKS started was established.

The Paying Agency

The Paying Agency for Agriculture, Fisheries and Rural Development
was established under the Act of establishing the Agency for Payments in
Agriculture, Fisheries and Rural Development (Official Gazette no. 30/2009).
Based on the Agency's implementation plan, it was determined that on the day
of the accession of Croatia to the European Union the Paying Agency would be
ready to implement the market policy and rural development measures financed
by the EU budget. The Paying Agency is responsible for establishing and
implementing the 1AKS, which will be used as an auxiliary tool for direct
payments, complementary national payments and rural development measures
related to areas and livestock. The Paying Agency is also responsible for
establishing and maintaining ARKOD. By March 2011 all farms registered in
the Register of Agricultural Holdings entered in the ARKOD system.

Organization of agricultural markets
The Law on the Organization of Agricultural Markets (Official Gazette

no. 149/09, 22/11) includes all measures of market regulation, other than direct
payments to farmers, in specific sectors.
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These factors include: cereals, sugar, hops, olive oil and table olives,
fruit and vegetables and their products, wine, live plants and flowers, beef, pig
meat, sheep and goats, poultry, eggs, milk and milk products, honey products
and other products (dried feed, ethanol and flax and hemp) was adopted in
December 20009.

The law regulates the following market regulation measures:

- Market interventions (public intervention, private storage support, special
intervention measures, adjustment of supply to market requirements, the
system of production constraints, a special aid system);

- Rules relating to production and placement on the market;

- Recognition of producer and sectoral organizations and producer groups;

- Measures to be applied in trade with other countries (import and export
licenses, customs quotas, export sugar quotas);

- Special measures for individual sectors (milk, sugar, wine, hops).

Termination of negotiations

The negotiations about Chapter 11 were officially completed on 19April
2011. The entire process of accession negotiations was completed at the
meeting of the Intergovernmental Conference on the Accession of the Republic
of Croatia to the European Union on 30 June 2011 by closing the last three
negotiating chapters.

Review of the results of the accession negotiations on Chapter 11
1. Direct payments

Financial envelope

The financial envelope for direct payments in the amount of EUR 373
million per year was determined on the basis of statistical data on the
agricultural production realized and resource used in the reference period 2005-
2007, excluding milk, where reference was used as a reference for 2007.
Croatia has been granted additional support that is envelope for mined land in
the amount of 9.6 million Euros a year, and wine sector envelope in the amount
of 10.8 million Euros a year.

Transitional period

According to the model applied to the 12 new EU member states that
joined the European Union in 2004 and 2007 respectively the share of financing
of direct payments from the EU budget will gradually increase over a
transitional period of 10 years.
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This will be according to the following dynamics: 25% in the first year
of membership, 30% in the second year of membership, 35% in the third year
of membership, 40% in the fourth year of membership, and in the following
years, the share of the EU funding will increase by 10% annually.

Transfer of funds from the 11 pillar

At the same time, in the first three years of membership, it is possible to
use part (up to 20%) of the EU funds for rural development to finance direct
payments, since immediately after accession to the EU, full utilization of these
funds is not expected.

2. Rural development

Since 2014 Croatia is a beneficiary of the EU budget for rural
development in a much larger amount in relation to the funds from the IPARD
Program. This is the amount of EUR 333 million from EAFRD annually, which
additionally includes the national budget funds. As regards rural development
measures, it should be borne in mind that Croatia participates in their financing
(mainly in the range of 20-25% compared to the permitted public funds),
depending on the type of measures that will be applied and rural areas to the
extent applicable.

Membership in the European Union
The Republic of Croatia became a full member of the European Union

on 1 July 2013. Full membership means that it should apply the Common
Agricultural Policy (CAP), the same as all other Member States.
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Fig. 1. Common Agricultural Policy
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CAP (Figure 1) defines measures to cope with the following challenges:
economic (food security, price volatility, economic crisis); environmental
(GHG emission, soil depletion, water / air quality, habitats and biodiversity)
and territorial (vitality of rural area and diversity of EU agriculture).

The objectives of the CAP are: viable food production, sustainable
management of natural resources and climate action, and balanced territorial
development.

Trends in Croatia

Trends in cattle production in Croatia are presented below in the period
before and after the accession to the EU. The total number of cows, and the
number of dairy and dual purpose cows are shown in Table 1. The steady
decrease of number of all cows can be noticed.

Tab. 1. The total number of cows in Croatia in the 2007-2016 period (HPA, 2017.)
Yxynan 6poj kpasa y Xpeamcxoj y nepuody 2007-2016

Dairy

Year All and dual re'gﬁl)'rl(;(e q Per(::ent, Recorded H_erd

COWS purpose %o herds size

COWS COWsS

2007 234,671 232,076 111,075 47.9 9.041 12.3
2008 226,000 222,540 120,001 53.9 9.122 13.2
2009 224,719 219,914 120,703 54.9 8.800 13.7
2010 209,336 198,773 106,585 53.6 7.427 14.4
2011 206,291 193,951 109,865 56.6 7.017 15.7
2012 191,354 178,004 102,390 57.5 6.982 14.7
2013 180,946 167,491 101,637 60.7 6.126 16.6
2014 178,827 164,347 100,871 61.4 5.767 17.5
2015 174,805 159,268 98,567 61.9 5.480 18.0
2016 167,628 151,274 93,080 61,5 4.950 18.8

Figure 2 shows the number of milk suppliers and delivered quantity of
cow's milk in Croatia in the 2002 — 2016 period (HPA, 2017), while Figure 3
presents the total number of beef carcases in the 2005 — 2015 period (HPA,
2017). Both figures show decreasing trends, with the highest decrease in the
number of milk suppliers (from 65,000 in year 2002 to 8,371 in year 2016).

Furthermore, the quantity of delivered milk constantly decrease from
year 2009. Decrease in milk production and decrease in the number of cows
consequently resulted in decrease of beef carcasses.
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Fig. 2. The number of milk suppliers and delivered quantity
of cow's milk in the 2002 - 2016 period (HPA, 2017)
bpoj chabojesaua maujexom u KOIUUUHA UCNOPYUEHOR2
Kpasmee maujexa y nepuody 2002-2016
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Fig. 3. The total number of beef carcases in the 2005-2015 period (HPA, 2017)

Yxynan 6poj 2oeehux mpynosa y nepuody 2005-2015

Finally, it could be concluded that the European Union provides the
legal framework and financial possibilities through the Common Agricultural
Policy (CAP), but whether and how these will be used depends largely on the

Member State.

Instead of a conclusion
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N3azoBu npuctynama Eyporickoj YHauju
Becna lantrep', Boxo Baxuh?®, Maja I'pernh’

lCeeyttu/mmme JJ. Lmpocmajepa y Ocujexy, [lomonpuspeonu axynimem, Xpsamcka
2Y)Ltueepaumem v Barvoj Jlyyu, [lowonpuepeonu gpaxynmem, Penybruxa Cpncka, buX

Caxeraxk

Peny6iimka XpBatcka momaujena je 21.2.2003. 3axTjeB 3a MpHUCTyNAamkEM
Eyporickoj Yuuju (EY), unHe je 3amo4eo BHIICTOAMIILU TPOLIEC MPUIIPEMa U
nperoBopa. Y wumyhem pa3mo0iby IOHOCH ce HHM3 OUIyKa Koje aeduHupajy
CTPYKTYpPY 3a TIPEroBope O TpHUCTylamy, HMEHYjy C€ CYAUOHUIH Y
nperoBopuma, Te ce yTBplyjy Hauena W CTparelike OJIpPEIHHIIEe IMPEroBopa.
MUHHCTapCTBO TOJHONIPUBpEAE, pUdApCTBa M pypaliHOT pas3Boja oapeheHo je
HOCHTEJbEM IIperoBopa 3a mnornassbe 11, 12 te 13. Kipyunu nperoBapauku
3axtjeBu PX onHocuiu cy ce Ha yTBphUBame BUCHHE (PMHAHIIM]CKE OMOTHHUIIE 32
u3paBHa 1ahama, yBjeTe mpuMjeHe W (HUHAHIMpama CycTaBa HW3PaBHUX
mnahama U onpehuBame Mpon3BoJHNX KBOTA. LjeToKymHM mpoliec MPUCTYITHUX
IperoBopa 3aBpIleH je Ha cacTaHKy MelyBnaanne koH(epeHIHje 0 IpUCTyTamby
Penyomuke Xpmarcke Eyponckoj yauju 30. numma 2011. 3arBapameM Tpu
NOCJbE/Iha ToraBsba. DUHAHIM]CKa OMOTHUIIA 32 M3paBHA IU1ahamka y BUCHHU
373 MuinjyHa eypa roJuiime ofpeleHa je Ha TeMesby CTAaTUCTUYKHUX MoJaTaka o
OCTBApEeHO] TMOJHOIIPUBPEIHO] TMPOM3BOAKBM M  KOPHINTEHY pecypca y
pedepentHom pa3nodspy. Hagase, XpBatcka je ox 2014, romune kopucuuia EY
npopavyHa 3a pypajHH pa3Boj y u3Hocy o 333 MWIMjyHA €ypa W3 Cpe/cTaBa
EA®P]] romumme KojuMa ce A0AaTHO INpuOpajajy CpeacTBa HAIMOHAIHOT
npopauyHa (yriaaBHoM y pactiony o 20 — 25%), oBrCHO 0 Mjepu. Y KOHAYHUIIH,
EY u HAII najy npaBau okBup U ¢HHaHIMjCKe MOryhHOCTH, HO XOhe Ju ce u
KaKO UCTO KOPUCTUTH, OBHCHU O 36MJbU YWIAHHUIIH.

Kmyune pujeyu: moTmnope, mNOJONPUBPEAa, TMPETOBOPH, JUPEKTHA
ahama, pypansu pas3soj, 31111
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