AGRICULTURE AND FOOD PRODUCTION IN CROATIA IN THE CONTEXT OF THE EU 

Analysis of the situation and the proposal of measures 



In the period 2008-2017 the Croatian agriculture registered a constant decrease of agricultural production, of the total generated added value and factor income and was increasingly lagging behind the other EU member states. According to agricultural production indicators, Croatia is almost at the bottom of the EU member states ranking. The production of almost all agricultural products has decreased; we are self-sufficient in only several products even though we have the preconditions for the production of almost all types of agricultural products as well as for crop and livestock production.

The present situation of the Croatian agriculture indicates huge problems in terms of low competitiveness with EU agriculture. As compared to the EU, the Croatian agriculture sector has a significantly higher impact on overall economy and participates with almost 3 percent in the GDP, whereas the EU agriculture participates with only 1.2 percent in the EU GDP. The area of the Republic of Croatia is predominantly rural. According to OECD methodology, 90 percent of the Croatian territory has been classified as rural area and 48 percent of the population (more than two million people) live in rural areas. Almost all Croatian counties are predominantly rural.

According to the labour force survey (Croatian Bureau of Statistics), which also considers informal employment, in the last quarter of 2017 the number of employed in Croatia was 1,639,000, of which 116,000 employed in agriculture, which is 7 percent of the total number of the employed. The period 2010-2015 registered a decrease of the share of employment in agriculture, from 14.7 percent to 7 percent. It should be pointed out that this share still puts Croatia at the top of the EU because at the level of EU-28 this share amounts to only 1.15 percent (Eurostat).

The productivity of this sector is almost 50 percent lower than the productivity of the EU agriculture sector.

[bookmark: _GoBack]In terms of food production and food safety, we must also consider the Croatian food industry which is a very important part of the food production value chain. This is the largest production sector in Croatia according to income, the number of the employed and added value. The importance is even more significant if we consider the fact that a large number of companies is involved in the production of food and drink – 3,264 companies, of which 98 percent are small and medium-sized enterprises. The additional relevance of regional distribution must be pointed out as well because those companies are located all over Croatia, both in rural and urban areas, thus contributing to the balanced development of Croatia. Another specificity of food industry is that it is involved in the wider chain of value management. Business entities active in the production of food and drink employ more than 60,000 people, i.e. 25 percent of the employed in processing industry, and account for 25 percent of the income value in the national processing industry.

The last farm structure survey, the most comprehensive survey in the area of agriculture, was conducted in 2013. According to the obtained data, there were 157,450 commercial and non-commercial agricultural producers in Croatia at that time. At the same time there were 10.84 million agricultural producers in the EU which means that the share of Croatia was 1.45 percent. The farms participating in the survey used in total 1,571,200 ha of land, and on average, one farm used 10.0 ha of land. Not only is this average below EU-27 level (16.1 ha), but 69.4 percent of farms have less than five hectares.
In 2017, there were 164,458 farms in the Farm Register, of which 159,191 family farms (96.8 percent), 2174 craft enterprises (1.32 percent), 2554 companies (1.55 percent) and only 347 cooperatives (0.2 percent).
Women owned 49,533 farms (30.1 percent).
The Farm Register shows that at the end of 2017 only six percent (10,169) of farm owners had a college degree, 32 percent (52,845) had a secondary school degree and 62 percent of farm owners had only completed primary school or not even that. According to Eurostat, only five percent of all agricultural producers are agricultural professionals. The lack of knowledge is therefore one of the most important challenges for the Croatian agriculture.
In terms of age structure, there are serious challenges and the need for generational renewal. About 36 percent (59,876) of farm owners is above the age of 65, 35 percent (58,438) is in age group 51-65, meaning that 71 percent of farm owners are more than 50 years old. Only 12 percent (20,354) are under the age of 41.

According to the final data of the Croatian Bureau of Statistics, in 2016 the farms used 1,566,000 ha of agricultural land. The arable land accounts for the largest share in the use of agricultural land – 57.2 percent (895,000 ha), followed by permanent grassland – 38.1 percent (597,000 ha) and permanent crops with 4.6 percent (72,000 ha). 

All these data show that a large number of farms is involved in agriculture as a traditional additional activity, additional source of income and even a hobby. On the other hand, there is a large number of farms owned by older people who perceive farming as a way of life, who use their products only for their personal use but do not create additional value in the total agricultural production. In rural areas people with permanent employment, usually in the public sector, are additionally carrying out agricultural activity.
All this shows that there is a small number of serious agricultural producers and that the predominant part of the agricultural sector is focused on the traditional non-market production.

The value of agricultural production decreased in the last five years from EUR 3.02 trillion in 2008 to EUR 2.46 trillion in 2013. In the period from 2013 to 2017, the total value of agricultural production decreased for additional EUR 320 million.

In the structure of the achieved value of agricultural production, there is the increase of the share of plant production from 57 percent in 2009 to 63 percent in 2016. However, the value of livestock production decreased from 43 percent to 37 percent. Croatia which has always had traditionally strong livestock production cannot be satisfied with this structure especially because of the fact that plant production is dominated by cereals and oil plants and not high-value fruit, vegetables, flowers, tea, medicinal plants, herbs, etc.
In such conditions, we are self-sufficient in the production of almost all cereals, corn, wheat, triticale; all oil plants: sunflower, rape, soya; only a few fruits: apples, mandarin oranges and sour cherries; and in terms of vegetables only cabbage and onion. We achieve a very low level of self-sufficiency for the majority of vegetable products, fruit, milk, meat and wine.


What are the causes of such a low level of self-sufficiency?
The Eurostat data for the period 2008-2015 clearly show that the production of the Croatian agriculture lags behind the EU agriculture. In the period 2012-2015, GVA/AWU in Croatia was on average EUR 5,640, which is only 20 percent of the EU-15 average, i.e. 33 percent of the EU-27 average. The new member states (EU-12) lag behind Croatia in the same period, but the difference is only 6.5 percent, whereas in the preceding four-year period the difference amounted to a high 40 percent. The indicators for Croatia are even more negative if instead of the GVA we use the value of agriculture output: Croatia accounts for only 18 percent of the EU-15 average, i.e. 90 percent of the EU-12 average.
The share of Croatian agricultural production in the total EU production is therefore still significantly lower than the share in production resources. If we want to achieve the level of EU-15, the present level of productivity needs to be multiplied.

One of the causes is certainly low productivity. The yield achieved in Croatia is lower in almost all crops than the yield achieved on average in the EU.
Why is productivity so low?
There are many reasons: the lack of agricultural land, small parcels, small average size of farms, lack of irrigated areas, non-liquidity of the sector, many inherited structural deficiencies, war consequences, inefficient administration, inadequate legal framework.
Especially alarming is the resistance towards joining producers’ associations, cooperatives or clusters. The process of association could alleviate the deficiencies in educational and age structure because it would contribute to the possibility of joint management, market presence, division of costs and stronger negotiating power.

Problems are immense, cumulative and are not being resolved in a long-term. 


Available measures and measures to be undertaken

When Croatia joined the EU, it obtained a great opportunity to use all the elements of the EU Common Agricultural Policy, primarily through the use of European funds but also other measures.

In the period 2014-2020 Croatia will get almost EUR 5 billion for agriculture and rural development.

From the first pillar for direct aid (EAGF) Croatia will use EUR 383 million a year, i.e. about EUR 379 per ha, which is a good level of support on EU average. This is the support for farmers. About EUR 13.6 million is available a year as the support for market regulation (wine envelope, school fruit scheme, beekeeping scheme).
From the second pillar for rural development (EAFRD) Croatia is granted EUR 323 million a year so the rural development measures could have the impact on solving a part of the above-mentioned problems (new technologies, new processing capacities, knowledge and consultation, yield insurance, irrigation, association, increase of quality, development of new products, development and certification of traditional products with added value, bottom-up encouragement of rural initiatives). The purpose of the rural development support is to increase competitiveness of agricultural producers, to protect the life in rural areas with the protection of environment.
Apart from the CAP, Croatia will be able to use resources from structural funds in the amount of EUR 1.1 billion a year for the improvement of regional structure, irrigation, environment protection, employment.

Such significant agricultural funds have never been available to agricultural producers so far. Their proper use will require a huge effort from all participants. Primarily from national and regional administration which must include a large number of producers, but also the local community for the development of projects. Also necessary is efficient, fast and accurate administration, primarily the Paying Agency for Agriculture and Rural Development.

Alongside the optimum use of the resources from EU funds, agriculture also needs:

· the implementation of land reform, allocation of land for long-term lease and land consolidation;

· the insurance of effective use of water in agriculture – irrigation and drainage systems;  

· the increase of the level of knowledge of agricultural producers; 

· the promotion of financial instruments for agriculture;

· the improvement of the process of association of producers into producers’ organisations and groups based on production;

· the improvement of tax system in terms of agricultural issues.
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