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Abstract

This report focuses on the socio-economic and agricultural structural changes in rural
Spain following accession to the European Union in 1986. The research involves a
comprehensive descriptive analysis (of key socio-economic indicators and agricultural and
rural development conditions) based on documentary and secondary statistical sources
and telephone interviews/consultations with key actors, such as relevant government and
public sector officials, key interest groups, and academic/policy experts in the field. The
study focuses on the identification of key features of Spanish agricultural and rural
transformation following accession at the national level and in the Autonomous
Community of Navarre. It is also examine the directions/trends of Spanish rural changes
focusing on the socio-economic and agricultural structural conditions since EU accession
and draw conclusions on the successful/unsuccessful measures for managing rural and
agricultural changes in Spain since EU membership.

Executive Summary
Introduction

1. Spain joined the European Union (then the European Economic Community) in 1986,
and has since experienced important institutional, economic and demographic changes.
Moreover, alongside the integration process into the European environment, the country
has also consolidated its democracy. Although the transition to democracy in Spain started
in 1975 (after the death of Franco), EU membership strengthened the democratic process.
Hence, accession to the EU was regarded as essential not only from an economic but from
a political point of view.

2.  Spain’s population accounts for 43 million or 9.4% of the EU-25 population (in 2005).
The increase of population, between 1982 and 2005, has been low, at an annual average
growth rate of 0.6%. However, between 2000 and 2005, the population rose at a higher
rate of around 1% per annum. This is mainly due to the openness of the country towards
immigrants and a higher birth rate among them. The structure of the population by age
groups has also changed during this period (1982 t02005) with an increase in the share of
population above 60 years of age (from 15% to 21%) and a severe decline of the youngest
group (less than 30 years of age) from 50% to 35%.

3. Between 1980 and 2005, the Spanish economy experienced periods of both economic
growth and crisis. However, overall, the real GDP rose at an annual average rate of over
3%. At the very beginning of the 1980s, the economy went into recession, mainly due to
the effects of the oil crises of 1973 and 1979, but it started to gradually recover from 1982
onwards, as the preparations for accession begun. The first two years following accession
were relatively prosperous, and by 1987 annual real GDP growth reached its highest level
(5.5%) since 1974. Nevertheless, as the country needed to adjust to the European
economic environment, the economy again slowed down and by 1992 slipped back into
recession. It was not until mid-1990s that the Spanish economy entered a phase of more
continuous economic expansion and macroeconomic stability. Over the last decade the
performance of the economy was generally seen as remarkable.

4.  Overall, the rate of growth in the Spanish economy has been converging with that for
Europe as a whole, but the Spanish economy has grown at a higher rate than the EU
average. Whereas in the early 1980s the Spanish GDP per capita represented 72% of the
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EU15, in 2005 it reached 91% (or 98% of EU25). Two important stages had a positive effect
on the Spanish economic progress and helped convergence — accession to the EU which
attracted foreign capital and opened an influx of EU funds, and the integration in the
European Monetary Union which led to more competitive interest rates.

5. The growth of the per capita real GDP has been mainly due to the increase in the
level of employment, whereas the labour productivity has remained relatively stable,
particularly from the mid-1990s. The rise in the employment rate is mainly explained by
the liberalisation of labour market and the inclusion, in recent years, of immigrants in the
labour market. However, recently, labour productivity has tended to decline explained by
the evolution of annual growth rates of the capital (human and physical) stocks, amongst
other things.

6. One of the most important changes of the Spanish economy is its increase in
openness, partly due to the process of trade liberalisation that started in the 1960s, and
also because of the integration process into the European Union. In just over two decades,
the contribution of international trade to the Spanish GDP doubled, from 31% in 1980 to
61% in 2000. Moreover, EU membership has altered the pattern of Spanish imports and
exports, with the majority of goods and services traded now within the EU. This increase
has been in part the result of a trade diversion effect, although there was also an
important volume of trade creation, in the early stages of the integration process. The
percentage of goods with other member states grew from 41% in 1980 to 74% in 1998.
Currently, this share represents 67%.

7.  Despite Spain opening its economy much earlier on, the country did not represent an
attraction to foreign direct investors until after accession to the EU, and nor was Spain
interested in investing in other countries. Hence in the years prior to accession, the shares
of FDI inflows and outflows in the GDP were less than 0.5% and 0.2%, respectively. Joining
the EU created an impetus for foreign investors and in just two years the amount of FDI
doubled from €987 million in 1985 to €1,932 in 1987. By 1990, some 2.5% of the Spanish
GDP represented FDI and by 2000 this share went up to 6.5%. From 2004 there is a clear
drop in the amount of FDI in Spain.

8. There has been a decline in the relative importance of the primary sector and an
increase in the manufacturing and services sectors. Although structural changes within the
Spanish economy began during the 1960s, by 1985, the year before accession, agriculture
was still relatively important. It represented 15% of Spain’s labour force and 6% of the
total Gross Value Added. The remarkable economic progress Spain experienced following
EU membership meant that, by 2005, the agricultural sector to account for just 5% of the
total employment and 3% of the Gross Value Added.

The Spanish agricultural sector

9. Until the late 1950s, Spanish agriculture presented the typical features of the so-
called traditional agrarian model, characterised by an important contribution to total
employment and GDP, with low-paid labour and limited mechanisation that translated into
a low labour and land productivity.

10. However, during the 1960s, the sector underwent significant transformation.
Processes of mechanisation and capitalisation led to an increase in intermediate
consumption, an important improvement of the labour and land productivity, and the
integration of the sector in the agro-food system. This led to the modernisation of farms
and production systems. Moreover, as the economy experienced economic growth

SSPE-CT-2006-0044201 (STREP) i



Deliverable 8.3

CARI_ED Development of socio-economic and
agricultural structures in selected rural

Structural Change in Agriculture H H H H

anc urs Lielihoadt regions in Spain after EU accession

consumers’ preferences changed with the consumption of meat and fruits and vegetables
rising.
11. By the early 1980s, the structural transformation of Spanish agriculture was well

established, but the integration of Spain in 1986 and the adoption of the CAP triggered
another sequence of structural changes.

12.  Some 25 million hectares (over 50%) of total Spanish land is Utilised Agricultural Land
(UAA). There are currently some 1.1 million holdings with an average size of about 25
hectares. The majority of these holdings (67%) are, however, located in the Less Favoured
Areas, covering around 77% of the UAA. Spanish agriculture is specialised in crop
production, but particularly in crops specific to Mediterranean agriculture, such as fruits
(particularly citrus fruits) and vegetables and olive oil. Vegetables and fruits account for
more than a third of the total Spanish agricultural output (19% vegetables and 15% fruits),
whereas cereals and olive oil represent 17%. In livestock, pig production is the most
important component, accounting for 11% of total agricultural output.

13. Accession to the EU and the adoption of the CAP brought undoubtedly some
significant changes. Agricultural output has increased both in nominal (by a factor of 3.2)
and real terms (by a factor of 1.8). However, when analysing annual growth rates the
situation is rather different. For example, prior to accession (e.g. between1980-1985)
Spanish agricultural production recorded high annual average growth rates of 10%. In the
first five years following accession (1986-1990) the agricultural output continued to
increase, but at much lower rates (5.4%). At the beginning of the 1990s, as the economy as
a whole went into recession, agricultural production slowed down even more hence,
between 1990 and 1995, the sector recorded negative real growth rates.

14. Moreover, accession to the EU and the Single Market brought changes in the
specialisation of agricultural output. Although, prior to accession, the contribution of crop
production to total output was higher than that of livestock (e.g. 56%), its share increased
even more after EU integration (reaching some 62% in recent years). Within the crop sector
there is a clear rise of the shares of horticultural products (from 12% for 1980-1985 to 19%
for 2000-2005) and olive oil (from 4% for 1980-1985 to 7% for 2000-2005). Implicitly, for the
same period, the contribution of livestock has been reduced (from 44% to 34%), with milk
and eggs being the most affected.

15. Since 1960s, the Spanish agricultural sector underwent a significant process of capital
investment and improvement of quality of land, a process which has continued after the
country’s accession to the EU. For example, the number of tractors almost doubled
between 1980 and 2004, reaching some 967,000, and the amount of irrigated land area has
increased by 16%. This had positive effects on the labour and land productivity.

16. As with most developed economies, the number of people employed in agriculture
has declined, and between 1980 and 2005 more than one million people left the Spanish
sector. Farm labour is mainly provided by the family members, which account for 51% in
2005 as compared to 70% prior to accession (1985). There is also a significant increase of
the share of non-family members from 28% in 1980 to 49% in 2005. A quarter of agriculture
labour force is female, and this share varied little over the years. Spanish agricultural
labour force has also experienced a considerable improvement in the level of education.
This is reflected by the increase in the percentages of occupied those with at least
secondary studies (from 6% in 1985 to 52% in 2005) and with a university degree (from
0.23% in 1985 to 1.85%) within total agricultural employment.
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17. Another important characteristic of the Spanish agricultural workforce is the high
proportion of people belonging to the age group of 25-54, which has increased, in two
decades since accession, from 57% (1985) to 71% (2004). This can be partially explained by
the increase in the number of immigrants which, in some regions, are particularly
employed in the agricultural sector. For the same period, the youngest group (16-19 years
of age) declined from 6% to 2%, whereas the oldest group (more than 55 years of age)
dropped from 28% to 19%. The changes that took place in the demographic structure of the
labour force, particularly during the 1990s, have triggered in some regions (e.g. Cornisa
Cantabrica, Galicia, Castilla-Ledn) the appearance of abandoned lands or the conversion of
arable land into forested areas.

18. Although, between 1980 and 2005, total agricultural income has increased both in
nominal (by almost five times) and real terms (by 12%), integration to the EU did not
immediately fulfil Spanish farmers’ expectations regarding an increase of their agricultural
income. In the first year following accession (1986) total real farm income declined by 5%
as compared with the previous year. Moreover, between 1986 and 1990 the growth rates of
the total agricultural income did not exceed 1%. The most prosperous five-year period,
with high annual average growth rates (5%), was the first half of the 1990s. However,
between 2001 and 2005, the Spanish real farm income has recorded a negative average
growth rate of 2%.

19. When farm income is related to the number of Annual Work Units (AWU), the results
show a similar trend. However, although there has been an important reduction in the
quantity of labour used, between 1980 and 2005, Spanish farm income per AWU recorded
high average growth rates, for example at 4.2% between 1986 and 1990 and 8.4% between
1991 and 1995.

20. In 1980, the amount of subsidies accounted for less than 1% of agricultural income.
By 2000, this exceeded 30%. Thus, there is little doubt that the increase in Spanish farm
income is due to the amount of subsidies received by the sector following EU accession.
Moreover, the evolution of price indices (prices received and paid by farmers and
consumer prices) shows that there has been an income transfer from the agricultural
sector to other branches of the economy and towards the consumers.

21. The increase in the agricultural labour productivity, between 1980 and 2005, has
been much bigger than in other sectors of the economy. For example, whereas labour
productivity in industry increased by almost a factor of 2, Spanish agricultural labour
productivity rose (in real terms) by a factor of 3. The decomposition of agricultural labour
productivity into land productivity and land available per worker, shows that, between
1980 and 1990, its increase was due to the latter variable, whereas between 1991 and 2005
labour productivity has increased mainly due to land productivity. This confirms the
importance of the mechanisation and capitalisation process that took place until 1990s and
the substitution of labour by capital which followed.

22. Accession to the EU and the opportunity to trade on a wider market have also led to
a significant increase of agricultural imports and exports. Moreover, from the mid-1990s,
Spain established itself as a net agricultural exporter. Given the specialisation of the
sector, crops are relatively more important in exports, whereas livestock products
dominate Spanish imports. Prior to the entry of Spain into the EU, only 20% of imports and
60% of exports were oriented towards other EU member states. By 2005, these shares went
up to 40% and 85%, respectively.

23. Although, farm structural changes took place before Spain’s accession to the EU,
these continued after accession and have accelerated from early 1990s. Some 1.3 million
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farm holdings disappeared between 1982 and 2005. The decline was particularly significant
between 1989 and 1999, when the number of farms dropped by 22% as compared with only
4% between 1982 and 1989. As expected, the average size of a Spanish farm holding has
increased from 10 ha in 1982, to 20 ha in 1995 and 25 ha in 2005. By 2005, around 959,000
agricultural holdings (or 88.8% of total holdings) have an economic size of at least 1 ESU.
The sector is, however, characterised by a dualistic farm structure with a large number of
very small scale (e.g. 49% of farms have less than 5 ha, which accounts for 4% of total
agricultural land) and a small number of very large units (e.g. 10% of farms have =>50 ha
and accounts for almost 70% of total agricultural land). As regards farm type, one farm in
five is specialised in olive production, whereas 18% of farms are specialised in fruit and
citrus fruits. The majority of farm holdings (95%) have a sole holder, of which 26% are
women.

24. Farm labour is provided mainly by family members (64% in 2005 of total farm AWU).
In recent years, there is also an increase of part-time farming. For example, in 2005, 80%
of the total family labour force (expressed as number of persons) worked part-time on the
farm. Off-farm employment has increased, and at the end of 2005, 27% of the total
number of sole holders had another gainful activity as their main occupation. Off-farm
employment is more important for small-size farms. As agriculture has become less
important, agricultural households are increasingly less dependent on farming income.
Thus, whereas in 1980 this accounted for 70% of total household income by 1990 it
represented only 60%. However, out of the total 959,000 agricultural holdings, only 3.3%
have a gainful activity other than agricultural production (e.g. 1.5% processing farm
products and 0.4% tourism).

25. Using the definition of the National Institute of Statistics (NIS), Spanish rural areas
are classified according to the number of inhabitants of the municipalities. Thus, NIS
identifies: (i) rural municipalities (less than 2,000 inhabitants); (ii) intermediate
municipalities (between 2,001 and 10,000 inhabitants); and (iii) urban municipalities (more
than 10,000 inhabitants). Using this criterion, more than three quarters (76%) of the
Spanish population lives in urban areas. As in most developed economies, Spanish rural
areas have suffered depopulation, a process that commenced in the early 1960s. Moreover,
rural areas are characterised by a small proportion of young population (11.8%). Almost
one in three people in Spanish rural area are above 65 years of age. Interestingly, there is
a higher male presence in these areas. The lack of job opportunities in rural areas has
influenced Spanish women to migrate in a larger proportion towards urban areas.

Agriculture and rural policies

26. Between 1980 and 2005, there have been important changes in the applied rural and
agricultural policies in Spain, from a more sectoral approach (particularly oriented towards
the support of agriculture) that dominated the 1980s, to a rural policy based more on
territorial measures during the 1990s.

27. Before the integration of Spain into the EU, Spanish agricultural policy was based
mainly on price and market support measures. There was not a rural policy as such, but
rather a sequence of public investments mainly concentrated on the improvement of
agricultural production. Moreover, an important share of the agricultural budget (e.g. 45%
in 1981) was oriented towards the increase of irrigated agricultural land area. Additionally,
some 16% was allocated to protection and improvements in rural areas, but as the country
was preparing for accession, by 1985, this share had halved and most of the financial
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resources were re-oriented towards the support of transition measures for the
implementation of the communitarian standards.

28. After integration into the EU, Spanish agricultural and rural policy followed mainly
the policy directions established in Brussels. Spain joined the EU at a time when the CAP
was under serious budgetary constraints and needed imperative changes in its policy
mechanisms. The reform of the Structural Funds, in 1988, represented a turning point for
the development of the EU regional policy, and implicitly for Spain.

29. Between 1989 and 2006, around 23% of the Community Structural Funds and over 55%
of the Cohesion Funds were allocated to Spain. Most of these were oriented towards
Objective 1, Objective 2 and Objective 5 measures. Nevertheless, more than 80% of the
Spanish Structural Funds were allocated for Objective 1 regions. These covered more than
three quarters of the Spanish territory and around 60% of the total population.

30. Under the first Community Support Framework (CSF) (1989-1993), the amount of
Structural Funds received by Spain accounted for ECU 13,100 millions (or 21% of EU12).
More than three quarters of this amount was allocated to Objective 1 regions. Objective 2
measures received some 12%, the rest being divided between Objectives 3-4 and 5a and
5b. The Spanish government proposed seven priority axes for regional development, one of
which was related to agriculture and rural development. Some 15% of total public expenses
were allocated for this priority, which included five major sub-programs. However, the
majority of financial resources were oriented towards the improvement of agricultural
production (51%) and farm efficiency and commercialisation of agricultural products (31%).
Environmental protection and conservation of natural resources received only 6.4% of the
EAGGF Guidance. For the regions included in the Objective 5b, a Development Program for
Rural Areas was approved.

31. Additionally, some €300 million were allocated as compensatory payments for Less
Favoured Areas, e.g. around 6,000 municipalities (or 76% of total national territory)
located in mountain regions or areas in danger of depopulation.

32. Despite the small amount (€387 million of which 27% EU funds and 32% private
participation) allocated to LEADER | (1991-1994), this community initiative was considered
beneficial for promoting rural development. There were 53 Local Action Groups (LAGs)
which covered 16% of the national territory and 5% of the population. Most of the Leader |
measures were oriented towards the promotion of rural tourism and rural crafts, which
jointly generated the creation of more than 10,000 jobs.

33. It is estimated that, between 1989 and 1993, in the absence of Structural Funds
support, the Spanish annual GDP growth would have been on average 0.25% lower.
Moreover, the total effect of these funds on the level of employment was an average
increase of 1.2%.

34. For the second programming period (1994-1999), Spain received around ECU 32,000
million (or 23% of the EU15). The support of the Objective 1 regions continued and under
the second CSF. Objective 1 regions covered 78% of the Spanish territory and 59% of the
total population. Around 83% of the Spanish Structural Funds were allocated for Objective
1 and distributed amongst ten integrated operational programs (one for every Objective 1
region). Additionally, two multi-regional operational programmes for the interventions in
areas belonging to Objective 5a and for the economic development and diversification of
rural areas also received public funding. For Objective 1 regions, 8% of the total budget
under the CSF was allocated for agriculture and rural development. Not surprisingly, more
than half (56%) of this support was actually oriented towards the improvement of farm
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structures and the competitiveness and profitability of agricultural holdings. Only 11%
went for the economic diversification of rural areas, of which more than half was for rural
tourism and craftsmen’s activities, and the conservation of rural and cultural heritage.

35. In parallel, horizontal programmes for the implementation of the accompanying
measures following the MacSharry CAP reform were financially supported for the first time.
Spanish accompanying measures amounted for €1,735 million of which 71% funded by the
EU. Almost half (44%) of this was allocated for afforestation and 28% represented
compensatory payments for LFAs. As a result, more than 430,000 hectares of farm land
were transformed in forest areas. However, only 6% of these public funds were oriented
for early retirement, and about 8,000 farmers had access to it. In Objective 1 regions,
accompanying measures accounted for 26% of the total rural development funds allocated,
with most distributed between farmland afforestation and forestry and environmental
protection measures.

36. Given the success of LEADER I, a larger amount of funds (e.g. €1,100 million) was
allocated to LEADER Il. Moreover, the programme attracted the participation of all (17)
Autonomous Communities which perceived LEADER as an important political tool.
Therefore, Leader Il was extended at the national level in the form of 17 regional
programs. It covered 45% of the national territory and 12% of total population. During this
phase, the number of LAGs increased to 132. In addition to rural tourism, which remained
the main activity, special attention was paid to the creation of small local enterprises and
the commercialisation of local products. More than 2,500 new small enterprises and almost
20,000 jobs were created.

37. As LEADER Il was incapable of financing all local communities and as the demand for
such funds increased, the Spanish authorities proposed to the European Commission the
creation of a new national programme for regional development in Objective 1 regions.
The first Programa Operativa de Desarrollo y Diversificacion Economica de Zonas Rurales
(PRODER 1) was approved in 1996, for a period of four years (1995-1999), and received
€620 millions (of which 51% was from the EU). A number of 97 LAGs covered 24% of the
national territory and 11% of the total population. This programme supported similar
objectives as LEADER Il, but was addressed to those areas not eligible for LEADER II
funding.

38. As the second reform of the Structural Funds has reduced the number of priority
objectives from 5 to 3, under the third CSF (2000-2006), the Spanish financial framework
was divided between 10 regional integrated operational programmes for Objective 1
regions and seven rural development programmes for regions outside Objective 1.
However, out of €43,000 million of total Spanish Structural Funds, 88% were allocated to
Objective 1. Additionally, two more programmes for improving agricultural structures and
production systems received public funding from the EAGGF Guarantee Section.
Nevertheless, more than half (57%) of total public expenses for rural development was still
allocated for agricultural measures, and only 9% for the economic diversification of rural
areas.

39. During the third programming period there is a very significant increase in the
financial support for accompanying measures (e.g. from €1,735 million for 1994-1999 to
€3,420 million for 2000-2006). Despite that afforestation still received a large share (32%),
most of this support (38%) was oriented towards agri-environmental schemes. The
proportion allocated for compensatory payments represented 16%, whereas early
retirement measures accounted for 13%, a considerable increase as compared to the
previous programming period.
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40. LEADER initiative and the Spanish program PRODER continued to be financed.
LEADER+ and PRODER 2 covered 50% of 48% of the national territory, and 19% and 20% of
the population. The number of LAGs increased to 145 and 162, respectively. As compared
with the previous programming period, all rural areas could apply for funds from both
programmes. However, LEADER+ received a smaller amount (of €795 million) whereas the
funds for PRODER 2 increased by almost a third as compared with 1994-1996 period.
Overall, although these programmes were financially limited, they had the capacity to
mobilize private capital and local physical and human resources, and stimulate, to some
extent, the development of less favoured rural areas.

41. As regards the first pillar of the CAP, Spanish farmers benefited from both, price and
market support and direct payments. However, while in 1989 price support accounted for
83% of total transfers to the Spanish agriculture, by 1998 this has declined to 54%. The
reforms of the CAP, but particularly Agenda 2000, led to a significant increase of direct
payments, and undoubtedly they represent an important component of the Spanish farm
income. However, the distribution of direct payments is very uneven across farm sizes and
types. A small number of large farms receive the vast majority of this support. For
example, in 2005, 22% of farms received 83% of direct support.

The Case Study: The Autonomous Community of Navarre

42. Navarre is a relatively small region of Spain located in the north of the country, and
it covers 2.1% of the total Spanish area and 1.2% (580,000) of the total population. The
region includes seven counties and is one of the 17 Autonomous Communities (or regional
governments) that creates the Spanish state.

43. The region has a particular administrative and tax system, so-called the “regimen
foral”, which allows a large degree of legislative and fiscal autonomy.

44, Although it is a relatively small size regional economy (less than 2% of the national
economy), Navarre presents a similar evolution to that of the national level, in terms of
economic growth trends over the years. For example, between 1980 and 2005, the regional
economy real GDP rose by an average of 2.7% as compared to 3% for the national economy
and 2.3% for the EU15. Given its small size, the region practice a high level of openness, its
extra-regional relationships being more important than in other regions.

45. The region’s population has gradually increased from 508,000 in 1981 to 580,000 in
2005, this means an average growth rate of 0.6% per year. However, as the rest of Spain,
the region experiences a slow ageing population. For example, between 1982 and 2005,
the annual growth rate of the population with less than 30 years of age is negative
(excepting 2003 and 2004), whereas for the population aged over 60 annual growth rate
are positive.

46. Between 1980 and 2005, regional real GDP per person in the region grew at higher
rates than the national and EU15 averages. With the exception of the first year of
accession (1986) when Navarre real GDP represented 74% of the EU15 average, for the rest
of the years, the regional figures are well above 75% of the EU average. In consequence,
Navarre was never included in Objective 1 regions. By 2004, Navarre real GDP represented
84% of EU15 and 118% of EU25. Moreover, the economic welfare level of the region is much
higher than that of the national level (e.g. at 126%).

47. The region also benefits from a higher rate of labour occupation than the national
average, and implicitly it has experienced, since accession to the EU, much lower rates of
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unemployment than the economy as a whole. For example, in 1985 unemployment rate in
the region was 19% as compared with 22% national average, whereas by 2005, these figures
were 5.6% and 9.2%. Female unemployment rate, although much lower than the national
level (12%), is still almost doubled (8%) as compared with male unemployment rate.

48. Agricultural sector plays a small role within the region, and its contribution to the
Gross Value Added (GVA) and labour force has significantly decreased following accession
to the EU. Whereas, in 1984, the sector accounted for 14% of the region’s labour force and
8% of GVA, twenty years later it represented only 5% of labour force and 5% of GVA.
Indeed, until early 1990s, the region experienced a high level of specialisation in
agricultural sector, but since then, the level of industry specialisation has become one of
driving forces of the regional economy. However, the contribution of the services sector
(in terms of labour force and GVA) remained by far the most important.

49. The region has an UAA of 616,000 ha, of which 58% arable crops land and 42%
pastures. However, the region, as well as the whole country, lost some 7% of UAA (or
45,000 ha), since 1985, and this was mainly due to a larger reduction of pastures areas.
However, an effort was made to improve the quality of land particularly through irrigation
following accession. Thus, irrigated land area in the region has increased by 37%, and
currently represents 15% of the region’s UAA, as compared to only 10% of UAA prior to
accession.

50. The level of mechanisation in the region is superior to that of the Spanish
agriculture, with an average index well above the national level. Agricultural labour force
follows a similar trend to that of the national sector. It has constantly declined at an
annual rate of around 2% per year. Between 1980 and 2005, almost 10,000 people (or 39%)
left the region’s agricultural sector. Nevertheless, the region’s sector has experienced a
significant increase (by 19 percentage points) in the participation of female labour force,
from 4% in the year prior to accession to 25% in 2004. Moreover, the level of education of
agricultural labour force in the region has considerably improved (e.g. the percentage of
occupied people with at least secondary education rose from 17% in 1985 to 53% in 2004).
This is mainly due to the existence, in the region, of two technical agricultural institutes.
Since 1989, more than 18,000 people received training in these centres.

51. The agricultural output of the region has increased in both nominal (by almost three
times) and real (by 27%) terms, since the country joined the EU, but at annual rates
smaller than those prior to accession. For example, between 1980 and 1985, agricultural
production increased by an average of 2% per year, whereas between 1986 and 1995, this
rose only by 1% per year. However, the region’s agricultural output had reached its best
between 1996 and 2000. The region is specialized in crop production, mainly cereals (18%
of total output) and horticultural products (13%). Livestock output has slightly increased its
contribution from 37% prior to accession to 43% between 2000 and 2005. This is mainly due
to a rise in pig, eggs and milk production. The northern part of the region is also
specialised in cattle and sheep.

52. Agricultural income in the region has almost doubled in real terms, following
accession to the EU. However, in recent years (2001-2003) total farm real income has
recorded a negative rate of 0.6%. As the number of occupied people in the sector has
decreased, the farm income per worker has grown faster — e.g. from an annual average in
real terms of €5,000 (for 1980-1985) to €13,600 (for 2001-2003).

53. Agricultural productivity has also increased in the region, from 49% of the total
regional average in 1980 to more than 66% in 2004. Moreover, agricultural productivity for
the period 1980-2004 is higher for the region compared to the national (agricultural)
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average. When compared with EU average, the agricultural productivity of the region was
much higher until 1998, when for the first time since accession, the EU indicator was
above the region’s average. In 2004, agricultural productivity in Navarre accounted for 88%
of the EU15 average.

54. The analysis of the structure of the farms in Navarre shows a similar evolution to the
national level, but with slightly better structural indicators (e.g. more available land and
higher standard gross margin per farm with less available labour per farm). The number of
holdings has decreased from 42,563 in 1982 to 17,790 in 2005, and the average size rose
significantly from 12 ha to 33 ha. The majority of farms (62%) are located in LFAs, covering
64% of the region’s total UAA. One in three farms is located in the mountain areas.
However, more than half of the region’s farms (67%) have less than 8 ESU. There are also
significant differences in farm structure amongst the seven regional counties.

55. Most of the farms are specialised in crop production, particularly cereals and oil
seeds. Following accession, there has been a significant increase in the number of
vineyards and olives farms in the region, in contrast to a decrease of fruits and citrus fruits
farms. On the livestock side, with one exception (e.g. beef producers), all farm types had
almost halved their number.

56. The agro-food industry has a traditionally remarkable importance for Navarre. Its
contribution to the national agro-food sector accounts for 3% of the GVA and 3% of the
labour force. The sector employed around 13,000 people, in 2005. Moreover, the region
contributes 8% to the national agricultural and food exports. The region is particularly
famous for vegetables, wine, olive oil and beef and lamb. Therefore, the region has seven
Protected Designation of Origin products and five Protected Geographical Indications.

57. According to the national definition, the region is more rural in character than the
country as a whole, with only around 47% of the population and 97% of the municipalities
being considered rural (less than 10,000 inhabitants). According to the OECD definition,
Navarre is classified as a region considerably rural or an intermediate region, as only 44%
of the region’s population lives in communities with population density smaller than 150
inhabitants by square kilometre.

58. The economy of rural areas within the region has suffered significant structural
transformations. Hence, whereas prior to accession, the economic activity was
concentrated around agriculture (e.g. 33% of the labour force), by 2001, this sector
employed only 17% of the workforce, with industry and particularly services becoming
predominant. For example, rural tourism has become a preferable activity in rural areas,
particularly since the 1990s. By 2006, there are 435 rural tourism establishments.
Moreover, between 2001 and 2006, the number of tourists in the rural areas has increased
by almost 35%. The development of rural tourism amongst the counties is geographically
uneven, however, with the two northern counties (Noroocidental and Pirineos) located in
the mountain areas having the most developed rural tourism sector.

59. Additionally, there is a gradual ageing population that affects, to a larger extent, the
region’s rural areas. The population of over 65 years accounts for 28% in rural areas in
contrast to only 14% in urban areas. There is also an imbalance between the number of
men and women, with a larger male presence. Female migration has affected particularly
Spanish rural areas.

60. As regards the development of rural policies, the regional behaviour is similar to the
national one, in the sense that the programmes and measures were designed within the
same framework and based on the same regulations, mainly those of the EU. However,
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given its “foral” status, the regional government could adapt these to its own agricultural
and rural necessities.

61. As income per capita was superior to the 75% of the EU average, Navarre was not
considered an Objective 1 region, but some of its areas were included in Objective 2 and
Objective 5b.

62. The operational program for Objective 5b areas, designed for the first programming
period (1989-1993), included four sub-programmes and it focused particularly on
agricultural and forestry measures (80% of the total national and EU funds). Amongst these
measures, afforestation, improvement of grazing land and support for the Pyrenean
natural park received the largest share. Only 12.4%, however, were allocated for rural
tourism and support for small business. The distribution of funds by sectors shows that the
largest share was allocated for forestry (32%), followed by agriculture (30%) and tourism
(19%), whereas environmental activities received less than 2%.

63. Under LEADER I, the region benefited of €16.3 million of which 73% represented
public (national and EU) contribution, the remaining representing private funding. EU
contribution was less than €2 million. There was one Local Action Group in the region.
Although the total amount of funds was small compared with other programs, this
initiative it was very important for promoting the diversification of the rural activities,
mainly tourism and marketing of agricultural products.

64. In the second programming period (1994-1999), the number of areas eligible for
Objective 5b funding increased from 101 to 181 municipalities. This meant an increase in
the area covered from 42% to 67% (of the region territory). This involved almost 23% of the
region’s total population. The amount (public and private) spent by the region accounted
for €167 million of which 90% was concentrated again on the development of primary
sector (agriculture and forestry). Within this, an important amount, however, was
allocated for rural infrastructure and the conservation of natural resources and
environment.

65. For this programming the region benefited of €33 million for LEADER Il initiative, of
which 51% represents private funding and 18% from the EU. These funds were distributed
amongst four LAGs which designed 582 projects. The promotion of rural tourism and small
business and artisanal activities concentrated the largest share, but interestingly is that
more than 80% for of the funding for these measures came from the private sector.

66. In the third programming period (2000-2006), due to Agenda 2000 changes and the
creation of the second pillar of the CAP, with the exception of the capital (and its
surroundings) the rest of the Navarre was included in Objective 2. This covered 95% of the
regional territory and 51% of the population. The measures were grouped around five
priority axes and the total public financing accounted for almost €286 million of which half
from EAGGF Guarantee. Again, most of these funds (54%) were oriented towards
agriculture (e.g. improvement of the efficiency of agricultural holdings and agricultural
infrastructure) and agro-food industry. Only 30% of the public funds were allocated for
accompanying measures, of which most for afforestation and compensatory payments for
LFAs. The agri-environmental measures received just 21% of this amount or 6% of total
public funds.

67. The funding for LEADER + initiative remained the same as previously (€33 million)
divided between four LAGs, but the contribution from the EU increased by around €2.5
million (or 29%). Rural tourism, the promotion of rural and cultural heritage, support for
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small business and marketing for agricultural products accounted for three quarters of the
total available funds.

Success factors in managing rural areas

68. The research underpinning this case study involved desk-based research and a review
of key policy and evaluation documents, supplemented with consultation with key
informants. Fifteen individuals were consulted during the summer of 2007 drawn from
academia government and other organisations involved in rural development (such as Local
Action Groups and consultancy companies).

69. As success is a relative term, the choice of the Autonomous Community of Navarre as
a ‘successful’ Spanish region is based mainly on its economic performance in relation to
the national and the EU average. Thus, the economic welfare level of the region is well
beyond the national level (126% of the GDP per capita) and EU25 level (118% of the GDP
per capita).

70. There are a number of external and local factors that influence the ‘success’ of the
region. EU membership and the contribution of EU funds assigned to rural areas have no
doubt an impact on the development of the region’s rural areas. There is also a consensus
that the effects of these funds on rural areas have increased particularly from 2000. The
general evolution of the economy or other sectors than agriculture within the region is,
however, crucial. No region can develop if the economy as a whole is not performing well.
With the general economic development, agriculture has declined in importance, and thus
more people are now employed in industry and services. This had an impact on the
performance of rural areas too. For example, the rural tourism and small businesses have
flourished in the region of Navarre.

71. The economic behaviour of the counties within the region has not however been
homogenous. This implies that there are other (local) factors that influence the
development of rural areas, such as natural resources and the conservation of
environment, good infrastructure and educational level. Infrastructure is perceived as the
factor that helps to explain better the behaviour of the most dynamic areas. In the
experts’ point of view infrastructure is the main factor that shapes the development of
successful rural areas. Additionally, this is related to the proximity of rural areas to urban
centres. The distance between rural and urban areas is considered a handicap that
damages potential investments in rural areas. Lack of jobs and basic services makes rural
population (particularly young women) to move away from such areas. The development of
new information and communication technologies may reduce the distance between rural
and urban areas and allow the diversification of economic activities in rural areas.

72. The role of rural policies is also crucial for the development of rural areas, and the
main positive impacts of rural policies on the region were those that help to improve the
diversification of rural economies and the conservation of the environment. The use of a
more territorial and integral approach for rural development is beneficial. Although
LEADER programmes were financially limited it attracted an important private initiative.
Thus, the importance of the implication of regional and local authorities and other local
agents is seen essential for the design and implementation of rural development measures.

73. However, there were also some negative impacts that come out of the analysis. It is
also believed that the focus of previous agricultural and rural policies on the support of
agriculture, led to income polarisation in rural areas as it has been mostly concentrated on
wealthier regions where farms are large and productive. Thus, often, the support of these
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policies did not focus on those most in need. Moreover, the level of intensification of
agricultural production had a negative impact on the environment.

Conclusions

74. Since accession to the EU, the Spanish economy experienced a series of structural
changes that led the country to be comparable with other EU economies. EU membership,
and the integration in the European Monetary Union, has no doubt contributed to the
remarkable economic progress of Spain, and implicitly to the development of Spanish rural
areas. Moreover, it has given added impetus to the process of democratic reform.
Accession to the EU has not only increased the opportunity to trade on a wider market, but
led to the attraction of foreign capital. The experience of the Autonomous Community of
Navarre is obviously partly a result of the overall changes experienced by the Spanish
economy, but also affected by specific regional characteristics, including its 'foral’ status.

75. As with most of the developed economies, one of the structural characteristics
associated with the Spanish development process is the decline of the importance of
agriculture within the economy as a whole. However, significant processes of agricultural
modernisation led to the improvement of the Spanish agricultural labour and land
productivity, and the integration of the sector in the agro-food system. There has also
been a change in the sectoral specialisation (following accession), with a particular
development of those crops (e.g. cereals and olives) favoured by the EU policies.
Nevertheless, agriculture is diminishing as a driving force for Spanish rural economies, and
farming communities are looking for various off-farm opportunities (e.g. rural tourism) to
diversify their source of income.

76. There is a general concern amongst the specialists consulted in Spain that past
rounds of EU rural development policies have taken insufficient account of a wider range
of criteria regarding rural areas (e.g. culture and traditions, level of economic
development and geography) and instead focused predominantly on support of the farming
sector. It was also felt that allocation of rural funds should be based on needs for different
areas, so producing a rural policy based on more- focused territorial targets to address
specific problems it might be more beneficial

SSPE-CT-2006-0044201 (STREP) xiii



CARLED

Structural Change in Agriculture
and Rural Livelihoods

Deliverable 8.3

Development of socio-economic and
agricultural structures in selected rural
regions in Spain after EU accession

SCARLED Consortium

This document is part of a research project funded by the 6" Framework Programme of the

European Commission.

Leibniz Institute of Agricultural Development
in Central and Eastern Europe (IAMO) -
Coordinator

Theodor-Lieser Str. 2

06120 Halle (Saale)

Germany

Contact person: Judith Mollers
E-mail: scarled@iamo.de

University of National and World Economy
(UNWE)

St. Town "Chr. Botev"

1700 Sofia

Bulgaria

Contact person : Plamen Mishev
E-mail: mishevp®@intech.bg

Research Institute for Agricultural Economics
(AKI)

Zsil u. 3/5

1093 Budapest

Hungary

Contact person: Jozsef Popp

E-mail: poppj®@akii.hu

Banat's University of Agricultural Sciences and
Veterinary Medicine Timisoara (USAMVB)
Calea Aradului 119

300645 Timisoara

Romania

Contact person: Cosmin Salasan

E-mail: cosminsalasan@xnet.ro

The University of Kent, Kent Business School
(UNIKENT)

Canterbury

Kent CT2 7NZ

United Kingdom

Contact person: Sophia Davidova

E-mail: s.davidova@imperial.ac.uk

Catholic University Leuven (KU Leuven)
LICOS Centre for Institutions and Economic
Performance & Department of Economics
Deberiotstraat 34

3000 Leuven.

Belgium

Contact person: Johan Swinnen
E-mail: jo.swinnen@econ.kuleuven.be

Corvinus University Budapest (CUB)
Department of Agricultural Economics and Rural
Development

Fovam tér 8

1093 Budapest

Hungary

Contact person: Csaba Csaki

E-mail: csaba.csaki@uni-corvinus.hu

Warsaw University, Department of Economic
Sciences (WUDES)

Dluga 44/50

00-241 Warsaw

Poland

Contact person: Dominika Milczarek- Andrzejewska
E-mail: milczarek@wne.uw.edu.pl

University of Ljubljana (UL)
Groblje 3

1230 Domzale

Slovenia

Contact person: Luka Juvancic¢
E-mail: luka.juvancic@bfro.uni-lj.si

University of Newcastle upon Tyne, Centre for
Rural Economy (UNEW)

Newcastle upon Tyne NE1 7RU

United Kingdom

Contact person: Neil Ward
E-mail: neil.ward@newcastle.ac.uk

SSPE-CT-2006-0044201 (STREP)

Xiv



Deliverable 8.3

c A R I_ E D Development of socio-economic and
agricultural structures in selected rural
Structural Change in Agriculture - - - -
and Rural Livelihoods regions in Spain after EU accession
CONTENT
L 21 V3 I
EXECUTICE SUMMARY .. ettt ettt ettt e et e e e et e e e e e et e et e a e an e e e e et e a e e e e aeeanneanenaneens I
SCARLED CONSORTIUM .. ettt ittt et et et et ettt e et e et et e e et e et e e e ean e eaneeneeaneans b \%
S IO Y XVII
LIST OF FIGURES ...ttt ittt e et ettt ettt e ettt et e e et e e et e e e e e e e e e e eanenaneeaneannans XVIII
ABBREVI AT IONS ...ttt ettt ettt et et e et e e et et XX
N 1V I =00 L 0 O 18
1.1 Main objectives and structure of the report...........ooooiiiiiiiiiiiii i eaas 18
1.2 The evolution of the main macroeconomic indicators before and after EU accession
...................................................................................................... 18
2 THE SPANISH AGRICULTURE ... . ettt ittt ettt e e et et e et e e et e e e e e e e e e e eaeaaneenes 18
2.1 1Y 0 oo ¥ Tox o o] o 18
2.2 Endowment of the Spanish agriculture ........ ..o e 18
2.3 Analysis of the main agricultural iNndicators ........c..ovoiiiiiiiiiii e 18
2.3.1  Production specialiSation......ccueirieiiiiiiiiiiiii it eeieie e et eeieeaneaaas 18
2.3.2  Agricultural intermediate CONSUMPLION ....oiiutiiiittiiiieiiieieeieeeieeeenneeaaneennn 18
2.3.3  Evolution of the agricultural iNCOME .......ciiiiiiiiiiiiiiiiii it eiii e eeeieaeas 18
2.3.4  Evolution of the agricultural productivity .....cceeieiiiiiiiiiiiiiiiiiiii e e eeens 18
2.4 AGriCUltUral Trade ... et 18
2.5 oL T X Tox U 18
2.6 LI L= 0T r= L U= L 18
3 AGRICULTURAL AND RURAL POLICIES ... ettt ettt e et et e e et e e et e e e e e eaneas 18
3.1 Rural development policy during the last 25 years ........oooiiiiiiiiiiiiiiiiiiien. 18
3.1.1  Until the incorporation of Spain into the European Union...........c..covvviiiiiinnnann, 18
3.1.2  The rural development after the integration intothe EU............coooiiiiiiiiiiiiiii, 18
3.1.3  Some final considerations .......oveueiiiiiiiii ittt eeeereneereneeaanes 18
3.2 The CAP as a market POIICY ... 18
4 THE AUTONOMOUS COMMUNITY OF NAVARRE. . ... ettt et et e e e e eaeeaneeanens 18
4.1 1Y 0 oo ¥ Tox o o] o 18
4.2 General evolution of the regional eConoMY .........ooiiiiiiiiiiiii i 18
4.3 The regional agricultural SECTOr ... e 18
4.3.1 FaCtor ENAOWMENT ...ttt i et ettt teeie et eeeieeeeeeaaaaeeeennns 18
4.3.2  Agricultural macro-mMagnitudes. .....coviiiueitiiiiiitetiiiiieeeeeeaieteeeeeniaeeeeeesnneneens 18
T TG TG T - 1 ) B 8 Lot A1 [ < N 18
4.3.4 The agro-food iNAUSEIY. ...coiuuiiiitiiii i e e e e et eeiaeeeaeeaanaeeanneen 18
4.4 The regional rural @reas . ... ...t e 18
4.5 L L= 0T | 18
4.5.1  Until the first programming pPeriod ........ccoiiiiiiiiiiiiiiiiiiiiiriiiieiieeieeeeieeeannees 18
4.5.2  The first programming PEriod .......ccueeeieiiiieeerneireieeeeineeeeneeeereeessneeeoneeeennees 18
4.5.3 The second programming PEriod ....coeiiueitiiiiiietetieiiieeeeeeerueeeeeeesrneeeeesenneseens 18
4.5.4  The third programming PEriod ........cieiieetiiiiiieteerereineeeeeesrueneeeessnnseeeessnnaneens 18

SSPE-CT-2006-0044201 (STREP) XV



Deliverable 8.3

CARLED Development of socio-economic and
agricultural structures in selected rural

Structural Change in Agriculture
and Rural Livelihoods

regions in Spain after EU accession

5  SUCCESS FACTORS IN MANAGEING RURAL CHANGES ...ttt it 18
5.1 Brief description of the evaluation reports of Spanish rural development

0] 070 =T 1] 1= 18

5.1.1  First programming Period ........ceiieiieeetiiiiinneeeeeeineeeeeesrneeeesessnseeeesssnnnseesenns 18
5.1.2  Second programming PEIiOd .....eeueiiiietieitieitererteteneeeerneeeaeeraneerenneeennseennes 18
5.1.3  Third programming PEriod .......ceeiiiitirietieietienteeaeereneeeeaneeraneerenneeeaneeeanes 18

5.2 SucCess Tactors - EXPErtS” VIEBW ...ttt et et e e e eaaneees 18

ST 00 ][0 I ] [ N F 18
S IO w1 128

SSPE-CT-2006-0044201 (STREP) Xvi



Deliverable 8.3

CARLED Development of socio-economic and
agricultural structures in selected rural

Structural Change in Agriculture
and Rural Livelihoods

regions in Spain after EU accession

Table 2.1
Table 2.2
Table 2.3
Table 2.4

Table 2.5
Table 2.6
Table 2.7
Table 2.8
Table 2.9
Table 2.10
Table 2.11
Table 2.12
Table 2.13
Table 2.14
Table 3.1
Table 3.2
Table 3.3

Table 3.4

Table 3.5

Table 3.6
Table 3.7
Table 3.8
Table 4.1
Table 4.2
Table 4.3
Table 4.4
Table 4.5

Table 4.6

Table 4.7

Table 4.8

Table 4.9

Table 4.10
Table 4.11
Table 4.12
Table 4.13
Table 4.14
Table 4.15
Table 4.16
Table 4.17
Table 4.18

LIST OF TABLES

Main agricultural indicators (1) (@nnual aVerage)....ooueeeeeeiieeeererinneeeeeennneneeeanns 18
AnnUAl GroWth rates (1) (). eeueeeerntiieittiiiieit it teieeaeeeeaneerenneeennaeeaneeeanns 18
Contribution of different products to agricultural output (annual average, %)......... 18
Participation of different components in total intermediate consumption (annual
AVBIAGE, J5) v eeeeenneeeeeeaneeeeeeanaeesseesnnneessessnnsessessnansesssssnnsesseessanesseesnanns 18
Annual average growth rates of the agricultural income (%) .....ccoevvvieiiiiiiiinnnnnnn.. 18
Average annual growth rates of labour productivity and its components................ 18
Structural indicators obtained from the Agricultural Censuses........cccvvveevieennnnn.. 18
Participation of different class size in the number of farms and SGM.................... 18
Structural indicators obtained from the Survey of Agricultural Structure............... 18
Information about part-time dedication in the agricultural sector....................... 18
Different income sources for Spanish agricultural households..............c.cccveeenne.n. 18
Distribution of population by municipalities according to their size ..................... 18
Ageing and male index according to the size of the municipalities, 2001 ............... 18
Employment in different sectors by size of the municipality, 2001 ............cceeeeene. 18
Subsidies paid by MAPA, 1981 ... ettt e 18
Public agricultural inVestMENt .. .ciiiiiii i it eeiie e eaaaaeaas 18
Budgetary distribution for agriculture and rural development sub-programmes,
1989-1993 (€ MILlION) 1 euutiintiit i e e e et ee et eeneeneeaeeaneeaneenneaneenns 18
Distribution of public support among measures and regions. Programming period
19941999 (1) tutintietienteenteateenteaeeeneeaneeaneensesneesneesnsessesnsesnsesnsesnseneesneenns 18
Distribution of public support between measures and regions, Programming period
2000706 (1) 4 enreeteeeeeteaetareeiteaeeeaeaseeaseetsessseesesaseerseenseeserssesnsesaeaneennes 18
PSE Distribution among European countries, 1995......cccciiiiiiiiiiiiiiiiiiiiiiiiiiieeeen, 18
Composition of total transfer to agricultural sector, 1989, 1994 and 19%.............. 18
Composition of total transfer to agriculture, 1998 ......cccoiiiiiiiiiiiiiiiiiiiiiiiiiaen, 18
Evolution of the basic indicators of the labour market (1)....ccovevviiiiiiiiiiiiiiinn.... 18
Evolution of the uses of land in Navarre (000 ha).....ccoveiiiiiiiineiieiiiineeernennneens 18
Main agricultural indicators (1) (annual average, €million) .........ccvvviiiiiiiiiinnnnnn, 18
Annual growth rates of the regional agriculture magnitudes (1) (%)...ceeveveeeenneennnns 18
Percentage of participation of different products agricultural output (annual

AV BIAGE, J5) e eeeeeneeeeeenanteeeeeeaaeeseeesnneessesnnsessessnansesesesnnnesseessanasseesnnnes 18
Participation of different consumption in total intermediate consumption (annual
AVEIAGE, J5) e eeeeenneeeeeenaneeeseeanaeesseasanneessesnnsessessnansesessnnsesseesnnasssennanes 18
Annual average of agricultural income and its annual average rate of growth ......... 18
Structural indicators obtained from the Agricultural Censuses.........ccvvvvveveeenennnnns 18
Participation of different class size in the number of farms and SGM.................... 18
Structural indicators obtained from the Survey of the Agricultural Holdings ........... 18
Part-time participation and farm holders’ age......c.coviviiiiiiiiiiiiiiiiiiiiiiiiiiiieeeen, 18
Characteristics of farms by COUNETY ..vviiiiiiiiiiiiiiiiiii i eiiieeeiieeeeaeannes 18
Figures for different agro-food industries.......covueiiiiiiiiiiiiiiiiiiiiiiiiieiieeeeenns 18
Distribution of population by municipalities according to their size ..................... 18
Distribution of municipalities of every county by type of areas, 2001 ................... 18
Distribution of EAGGF Guidance expenses, 1986-1989 (€ million) .........cceevveenneenn. 18
Measures financed for Objective 5b areas of Navarre, 1990-93, (€millions) ............ 18
Distribution of public funds between counties (€million) .........cceviiiiiiiiiiiiinn.... 18

SSPE-CT-2006-0044201 (STREP) Xvii



Deliverable 8.3

CARLED Development of socio-economic and
agricultural structures in selected rural

Structural Change in Agriculture
and Rural Livelihoods

regions in Spain after EU accession

Table 4.19
Table 4.20
Table 4.21
Table 4.22
Table 4.23
Table 4.24
Table 4.25
Table 4.26
Table 4.27
Table 4.28
Table 4.29
Table 4.30
Table 4.31
Table 4.32
Table 4.33
Table 5.1

Figure 1.
Figure 1.
Figure 1.
Figure 1.

A wpN =

Figure 1.
Figure 1.
Figure 1.
Figure 1.
Figure 1.9
Figure 1.10
Figure 1.11
Figure 1.12
Figure 2.1
Figure 2.2
Figure 2.3
Figure 2.4
Figure 2.5
Figure 2.6
Figure 2.7
Figure 2.8
Figure 2.9
Figure 2.10
Figure 2.11
Figure 2.12
Figure 2.13

o N o Ul

Distribution of financial support among activities........ccoviviiiiiiiiiiiiiieiiieennnnenn. 18
Total funds for LEADER | (€MillIONS) ..uviiiiiiiiiiiiiiiiiiiiiiiiiiiiiieiiiieeeeeeenneeeeanns 18
Objective 5b Areas Of NaVarre ......eeiiiiiiiiiiiiiie e ieiiieeeeeerieeeeeeenrnneeeeennnnes 18
Distribution of funds among measures, 1994-1999 (€million).........ccovvviiiiniininnen.. 18
Distribution of funds by axes, 1994-1999, (€Emillion) .......cccoviiiiiiiiiiiiiiiiiiiiiinne.n. 18
Territorial distribution of fuNdS.......ccoviiiiiiiii e e 18
Distribution of support by type of activity .....cvviriiiiiiiiiiiiiiiiiiii e 18
Main characteristics of areas corresponding to every LAG .......c..coovviiiiiiiieennnnnn. 18
Distribution of compelled funds by measures, 1994-1999 (€million) ..................... 18
Main characteristics of areas corresponding to every LAG ......c.ccovvvviiiiiiiiiinnennnnn. 18
Distribution of funds amongst measures, 2000-2006 (€millions) .......ccccevvviuvennnnenn. 18
Territorial distribution of fuNdS.......ccviriiriiii i i i ereeeeaas 18
Distribution of funds among axes in Leader + (€millions) ......ccoevviiiiiiiniiiieinnn... 18
Distribution of funds among measures included in Priority AXis 1 ......ccccvvvivvenennnen. 18
Distribution of funds between LAGs (€mMillion) ......ccouviiiiiiiiiiiiiiieiiiiiiienaneenns 18
Distribution of funds for the programming periods........cccovviiiiiiiiiiiiiiiiiiiiinn.n. 18

LIST OF FIGURES

Growth rates: nominal GDP, real GDP and priCes........ceevveeiieiiiinneeineninnecenennnnns 18
Annual growth rates. Total population and by age groups .......ccceveviiiiiiininennns 18
Distribution of the population by age groups.......cccoviiiiiiiiiiiiiiiiiiiiiiiii e, 18

Growth of the real per capita GDP and convergence of Spanish economy with Europe
18

Net current and capital transfers with the rest of theworld..............ccooiiiiiiiil. 18
==Y A = P 18
Indexes of occupation rate, labour productivity and real per capita GDP............... 18
Annual growth rates of capital StOCKS ...cviviiiiiiiiiiiiiiiiiiiiiiiii i eeiieeeeaans 18
Openness index of the Spanish @CONOMY .....ciiiiiiieiiiiiiiiiiiiieiiiiiiiieeiineeeaaannnas 18
Foreign direct investment (€ Million and percentage of the GDP) ........ccccvvevnnnennn. 18
Participation of the different branches in the occupied population...................... 18
Participation of the different branches in the occupied population...................... 18
Utilised Agricultural Area (000 ha) ...ceeeeieiniiriiiiiieiieeieeeieeeeeeeeneeeanneens 18
Mechanization indices (HP/ha) (1) ceuveeiiiiiiiiiiiiii ittt eeeieeeeeeas 18
Percentage of agricultural employment by age groups .......covveeeiiiiiieeeeieininnnnnns 18
Percentage of employment in the total economy by age groups........ccceevvvvvnnnen... 18
Qualification indices, Total economy and agriculture ........cccccecviiiiiiiieiniieennnnen. 18
Other characteristics of the occupied people. Total economy and agriculture......... 18
Indices of the main agricultural indicators (constant prices), 1980-1990................ 18
Indices of the main agricultural indicators (constant prices), 1990-2005................ 18
Evolution of the agricultural income (EMIllioNS) ....ovvviiiiiiiiiiiiiiiiiiiieiieeeenns 18
Evolution of the agricultural income per worker (€/AWU) ...ccvvviiiiiiiiiiiiiiiiiinnnnnn. 18
Evolution of the agricultural income and production (EMillions) ..........ccevvvvinnnnn... 18
Relationship among different price indiCeS......couviiiiiiiiiiiiiiiiiiiiiiiii i eeeenns 18
Evolution of the labour productivity (constant terms) in different sectors of the
€conOMY (1980=100) ... .etiinntiiitiiiitiiieii ittt ittt tertetaratetraeeraneesanaess 18

SSPE-CT-2006-0044201 (STREP) Xviii



Deliverable 8.3

CARLED Development of socio-economic and
agricultural structures in selected rural

Structural Change in Agriculture
and Rural Livelihoods

regions in Spain after EU accession

Figure 2.14
Figure 2.15
Figure 2.16
Figure 2.17
Figure 3.1
Figure 3.2
Figure 3.3
Figure 4.1
Figure 4.2
Figure 4.3
Figure 4.4
Figure 4.5
Figure 4.6
Figure 4.7
Figure 4.8
Figure 4.9
Figure 4.10
Figure 4.11
Figure 4.12
Figure 4.13
Figure 4.14

Figure 4.15
Figure 4.16

Imports and exports of agricultural products (Thousands of EUros) .......cccceveueennnn 18
Distribution Of IMPOIES ..uuiiiiiii i ittt i e eiie e eeeeieeeeeaannaaaeans 18
Distribution Of E@XPOITS ..veeiiiiiieiiiiiiiiiieiiiieeereiiieeeeeeerneeeesennneeeesesnnnneeens 18
Rural and urban population trends ........cccoviiiiiiiiiiiiiiiiiiii e e eeeaas 18
Distribution of direct payments among size groups, 2000 and 2005..........cccccuueee... 18
Average amount of direct payments by producer, 2000 and 2005 .........c.ccccevvvennnn.. 18
Distribution of the direct payments among products, 2000 and 2005 .................... 18
Real GDP rate growth, Navarra, Spain and UE15, 1981-2004 .........ccecvvvveinvennnnnnn. 18
Annual growth rates. Total population and by age groups, Navarre...................... 18
Distribution of the population by age groups, Navarre .........cceeevviiiiineeiennnnnnnnn. 18
Process of convergence with Spainand the EU .........ccooiiiiiiiiiiiiiiiiiiiiiiiiiiieenns 18
Distribution of the occupied population among Sectors ........coveeeiiiiiiiieeeniinnnnnn. 18
Distribution of the real GVA among SECLOIS....cuueiiiiiiiiiiiiiiiiieeeiiieeeeeeananeens 18
SPeCialisation INAICES . ...ciiet it e et e et eeieeeeieeeeiaeeanneeaanaens 18
Information about the level of mechanization. Navarre (1) .....cccvvviiieiiiiiiiinnnnnnn.. 18
Information about the level of mechanization. Navarre (1) ....ccevvviiieiiiiiiiinnnnnnnn. 18
Qualification indices. Total economy and agriculture .........c.ccevvvieeiiiiiiineeenennnnes 18
Regional productivity by SECEOrS.....uiiiiiiii it e e e aeeaas 18
Regional, Spanish and European agricultural productivity (1995 prices)................. 18
Participation of agro-food sector in the industrial employment ..........cccevvennee.... 18
Imports and exports. Total regional and agricultural and food products (€million,
CUITENT PIICES) (1) cuvernetreneeeeeereeereaneeeaaeeraneerennesenaessaneesennesennssssneesannens 18
Distribution of funds among measures, Navarre, 1994-1999 .........civiiiiiiiiiiannene. 18
Distribution of funds among measures, Navarre, 2000-2006 .........cceveveeeeneeeenneenn. 18

SSPE-CT-2006-0044201 (STREP) Xix



Deliverable 8.3

CARLED Development of socio-economic and
agricultural structures in selected rural
Structural Change in Agriculture - - - -
and Lo regions in Spain after EU accession

LIST OF ABBREVIATIONS

ACF Agreed Common Framework

AKI Research Institute for Agricultural Economics

AWU Annual Work Units

CAP Common Agricultural Policy

CSF Community Support Framework

EC European Commission

ERDF European Regional Development Fund

ESF European Social Fund

EU European Union

ESU Economic Size Unit

EAFRD European Agricultural Fund for Rural Development

EAGGF European Agricultural Guidance and Guarantee Fund

EPA Encuesta de Poblacion Activa

FEGA Fondo Espanol de Garantia Agaria

FBG Fundaci6 Bosch-Gimpera

FDI Foreign Direct Investment

FORPA Fondo de Ordenacion y Regulacion de Productos Agricolas Instituto de
Reforma y Desarrollo Agrario

GDP Gross Domestic Product

GVA Gross Value Added

ICONA Instituto para la Conservacion de la Naturaleza (ICONA

INE Instituto Nacional de Estadistico

IRYDA Instituto de Reforma y Desarrollo Agrario

1Q1 Percentage of occupied population with at least secondary education

1Q2 Percentage of occupied population with university

ITGA Instituto Técnico de Gestion Agricola

ITGG Instituto Técnico de Gestion Ganadero

LEADER Links between actions for the development of the rural economy

LFAs Less Favoured Areas

LAG Local Action Group

MAPA Ministero de Agriculture, Pesco | Aimentacion

MPS Market Price Support

OECD Organisation for Economic Co-operation and Development

PRODER Programa de Desarrollo y Diversificacion Econdmica de Zonas Rurales

PSE Producer Support Estimate

SCARLED Structural change in agriculture and rural livelihoods

SGM Standard Gross Margin

SENPA Servicio Nacional de Productos Agrarios

UAA Utilised Agricultural Area

WP Workpackage

SSPE-CT-2006-0044201 (STREP) XX



. . Deliverable 8.3
CARLED Development of socio-economic and
agricultural structures in selected rural
Structural Change in Agriculture

n RuralLvelhoods regions in Spain after EU accession

1 INTRODUCTION

1.1 Main objectives and structure of the report

The objective of this report is to analyse the key indicators of agricultural and rural
changes and the evolution of the rural development policy in Spain, following accession to
the European Union (then the European Economic Community) in 1986. A particular focus
is given to the effects of these changes on a specific region, respectively the Autonomous
Community of Navarre. The study also attempts to identify the reasons why some policies
have had more positive effects than others and what are the success factors in managing
rural changes in Spain, particularly in the Navarre region, following accession.

The report is organised as follows. After a short introduction of the main characteristics of
the Spanish economy, the evolution of the Spanish agricultural sector is explained in detail
in Section 2. The most significant agricultural and rural policies applied in Spain are
presented in Section 3. Next, the Autonomous Community of Navarre is analysed with a
specific focus on its agricultural sector and rural policies. Section 5 identifies the success
factors in managing rural changes in the regional case. Finally, some conclusions are
presented in Section 6.

1.2 The evolution of the main macroeconomic indicators before and after EU
accession

The main macroeconomic indicators for a period that includes a number of previous years
to the integration of Spain in the European Union (EU) until now are analysed (whenever
statistical information is available), that is, the period between 1980 and 2005. During this
period, the Spanish economy has experienced significant economic and institutional
structural changes. Moreover, alongside the process of integration into the European
environment, the country has also strengthened its democracy. It succeeded from being
immersed in a dictatorship (until 1975) to become a consolidated democracy.

During these analysed 25 years there are periods of economic growth combined with
periods of economic crisis. However, overall, the economy recorded high economic growth
rates, with the real GDP growing at an annual growth rate of over 3%. The nominal GDP has
multiplied by 8.7 and the real GDP by 2.1 (see Table A1.1, Appendix 1). Figure 1.1 shows
the evolution of inter-annual growth rates for nominal and real GDP and the GDP deflator.
As it can be seen during the studied period (and focusing the analysis on the real economic
growth rate) there are different stages of development. At the beginning of the eighties,
Spain was submerged in an economic crisis as a result of the rise of the oil prices that took
place in the seventies, crisis that was more severe in Spain, because of the difficult
institutional environment of an incipient democratic state.

Next, an ascending trend can be observed and that reaches the highest levels in 1986 and
1986 and 1987, the first two years of Spain as an EU member. This increase in real GDP
might be explained by the efforts made by the country in preparation for accession and by
the accession process itself. However, due to the necessary adjustments of the Spanish
economy to the other European economies, a recessive period follows, which reaches the
top in 1992. In this year a negative rate of the real GDP can be observed. From mid
nineties, however, the Spanish economy enters a phase of a continuous economic
expansion, with a remarkable macroeconomic stability (Myro, 2005).
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Figure 1.1  Growth rates: nominal GDP, real GDP and prices
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The analysis of the previous Figure points also out an additional but important economic
aspect: the evolution of the inflation rate, quantified through the inter-annual growth rate
of the GDP deflator. In the early eighties prices grew at annual rates of over 10%, whereas
in the last years (2003-2005) inflation rate it is around 3-4%. This evolution gives an idea of
the considerable effort made to control the magnitude of the inflation rate, as an
important macroeconomic indicator.

As in most developed countries, the growth of the Spanish population has been low.
Between 1981 and 2005 the population rose from 37,646 to 43,038 thousands of inhabitants
(Table A1.3, Appendix 1), that represents a growth rate of 0.58% per annum, a very
moderate rate. This can be explained, amongst others, as a consequence of the increase of
the per capita income that has allowed to improve the educational standards of women
and so, the possibility for these to find a job, and with it, the decrease of the birth rate
(De la Dehesa, 2003).

Figure 1.2 shows that population’s behaviour, between 1982 and 2005, has not been
constant. Whereas at the beginning of the eighties the annual growth rate was 0.5%, it
started to decline until 1991, when it became negative. From this moment, there is a
constant growth that accelerates in the last years due to immigration, and the higher birth
rate in this group of people. Hence, for 2000-2005 the annual growth rate was around 1%.

At the same time, there has been an important change in the composition of the
population by age groups, due to the different growth rates in each group. Figure 1.2
provides information related to those rates, considering three groups of age: less than 30
years of age, between 30 and 60 and more than 60. As it can be seen, the growth rate of
the first group has been negative and inferior to the existing rate in the other two groups.
In these last groups, the growth rate has reached sometimes levels up to 2%.
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Figure 1.2  Annual growth rates. Total population and by age groups
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These differences between the growth rates have been the main cause for the change in
the distribution of the population by age groups, as it is shown on the Figure 1.3. The
strata of the youngest population represented nearly 50% of the population in the early
eighties, but its relative weight has fallen down to a 35%. The share of intermediate group
has increased from 35 to 43%. Nevertheless, what is more worrying is the gradual increase
of the oldest population group from 15% in 1982 to 21% in 2005. The ageing of the
population is likely to represent a problem with regard to the growth of Spanish population
in the next decades (Musso and Westerman, 2005).

Figure 1.3  Distribution of the population by age groups

100%

80% -

60%

40% -

20% -

0% T T T T T T T T T
1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

ELESS THAN 30 EBETWEEN 30 AND 60 [J MORE THAN 60

Source: Author’s elaboration based on Eurostat

SSPE-CT-2006-0044201 (STREP) 3



Deliverable 8.3

CARLED Development of socio-economic and
agricultural structures in selected rural
Structural Change in Agriculture - - - -
and Lo regions in Spain after EU accession

The combination of the two variables, GDP and population, allows to work out one of the
most important magnitudes when it comes to studying the evolution of an economy with
regard to its welfare level, and the comparison with other countries, the GDP per capita.

In the first place, it must be considered that, as it has been seen before, the GDP had
higher annual rates than the ones presented by the population. This has caused GDP per
capita growth rates to be higher than the GDP growth rate. The real GDP per capita has
increased from €9,300 in 1980 to over €17.000 (at 2000 prices) in 2005. Figure 1.4 (Table
A1.5) represents the evolution of the annual growth rates of this variable, that follow a
similar trend to the one represented on the Figure 1.1 for the GDP, displaying both periods
of growth and economic crisis.

As these growth rates have exceeded in many occasions the European average, there has
been an important convergence process that is also portrayed by Figure 1.4. Whereas in
the early eighties the Spanish GDP per capita represented around the 72% of the EU
average (considering the Union of fifteen countries), in the last years it has reached 90%.

Figure 1.4  Growth of the real per capita GDP and convergence of Spanish economy
with Europe
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This process presents two stages in which the growth rates are higher. In the first one,
between 1985 and 1990, the effects of the incorporation into the EU are made clear. The
integration meant an important entry of foreign capital, and also substantial resources in
the form of current transfers from the European Union. In the second one, between 1997
and 2003, mainly due to the incorporation into the Monetary Union, there was an
encouraging effect following the drop of the interest rates (de la Dehesa, 2003).

With regard to the evolution of the transfers, the analysis of its evolution can be done
through the corresponding information coming from the balance of payment. Considering,
in a joint way, the current and capital transfer, the net quantity was always positive for
Spain (Figure 1.5, Table A1.6). Current transfers have been one of the sources to financing
the traditional trade deficit of the Spanish economy. Prior to the entry into the EU, the
balance of payment was positive due to the remittances that Spanish emigrants sent to
their families. From 1985, those transfers come mostly from the European funds.

SSPE-CT-2006-0044201 (STREP) 4



Deliverable 8.3

CARLED Development of socio-economic and
agricultural structures in selected rural
Structural Change in Agriculture - - - -
and Lo regions in Spain after EU accession

In the last years, the net balance of current transfers becomes negative because of two
different circumstances. First, the change regarding the way of financing that the EU uses,
with the transfers of capital more relevant than net current transfers (while net current
transfers have a decreasing magnitude, capital transfers present an increasing tendency).

Figure 1.5 Net current and capital transfers with the rest of the world
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Second, the Spanish economy becomes an immigrant receiver, and hence the importance
of remittances that the immigrants send to their families in the rest of the world. So, from
the year 2000 the net current transfers becomes negative. Meanwhile, due also to the
contribution of European funds, there is an increase in the net capital transactions (more
than 90% corresponds to the capital transfer, Donoso, 2005).

With regards to the evolution of the interest rates (the cost of capital), between 1980 and
2005, an important reduction can be observed. This is showed in the Figure 1.6 (Table
A1.7), where the evolution of a short-term and long term interest rates have been
included. However, different stages are also noticeable.

Figure 1.6 Interest rates
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Source: Author’s elaboration based on Banco de Espana and Eurostat

The first one begins in 1983, after a couple of years in which there have been important
increases due to the growth of the distrust of the economic agents (because of the
attempted coupe d’état in 1981 and the successive arrival to power of the socialist party
for the first time since the dictatorship). In 1983 an important reduction initiates, mainly
derived from the improvement of the expectations of the economic agents generated, due
to the following incorporation into the European Union. The second one starts in 1995 and
goes until 1999, again a period of good prospects for the Spanish economy, at this time due
to its integration into the European Monetary Union.

To analyse the evolution of the per capita GDP more thoroughly, a decomposition of this
variables is used. Hence, the growth of the per capita GDP can be interpreted through the
evolution of occupation rate and labour productivity?.

GDP 3 GDP , Number of employees _
Number of inhabitants Number of employees Number of inhabitants
= Labour productivity e Occupationrate

GDPpc =

In the case of the Spanish economy, the growth of the per capita real GDP in the analysed
period (1980-2005) is due, mainly, to the increase of the quantity of labour used, as labour
productivity has maintained relatively stable from 1995 onwards (Myro, 2005).

In the next Figure 1.7, the evolution of both variables is displayed (see also Table A1.8,
Appendix 1). The evolution is presented using indexes and taking as reference year 1980.
In order to have a better idea of the impact of these variables on the evolution of the real
per capita GDP, this is also included on the Figure as an index. It can be seen that the path
of the per capita GDP is similar to the one representing the occupation rate, whereas that
relative to the labour productivity, however, increased at the beginning of the 1980s,
followed by a constant decline from the mid nineties. The factors that have contributed to
the increase of the occupation rate have been mainly, the liberalisation of the labour
market, and particularly in the last years, the inclusion of immigrants into the labour

supply.

2 That is, the per capita GDP grows because there are more people working or because each worker can obtain
a bigger quantity of product, or a combination of both circumstances.
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Figure 1.7 Indexes of occupation rate, labour productivity and real per capita GDP
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Source: Author’s elaboration based on Banco de Espana and AMECO

In developed economies, growth in labour productivity is one of the most important
determining factors of long-term improvements in living standards (OECD, 2004).
Moreover, this is also very important in order to ensure the competitiveness of the
economy. Given these, in the case of Spain, the decline of labour productivity noticeable
in recent years raises some concerns (Jordan, 2003). Thus, it is interesting to analyse the
evolution of those variables that can have a significant importance over the labour
productivity, as, for example, the accumulation of capital in the economy (Arratibel et al.,
2007). In our case, there is available information (Table A1.9) about the accumulation of
physical and technological capital by employee, and human capital. This last variable is
approximated through achievements in the educational levels. A representation of the
annual growth rates of the three variables has been included in the Figure 1.8.

The volume of physical capital per worker grew up in the early eighties at an annual rate
that surpassed 4%, whereas in the last ten years it does not reach 1%. So, the decrease in
the labour productivity can be explained, among other causes, by the limited increase of
the physical capital per worker, which occurred especially from 1993 onwards (Myro,
2004).

As regards the evolution of the other variable, the technological capital, although at the
beginning of the 1980s important growth rates are recorded, this follows a similar path to
that of the physical capital. Thus, annual growth rates declined from the early nineties,
and have not started to recover until the beginning of this century. However, the increase
was at much lower rates than that recorded in the early eighties.
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Figure 1.8  Annual growth rates of capital stocks
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The human capital (measured as the percentage of occupied population with at least
secondary studies) has also experienced an important reduction in its growth rates.

All these circumstances could help to explain the important decrease in the labour
productivity rates, particularly in recent years, and could imply, if tendencies keep on
being the same, that in the future the economy might experienced some difficulties in
increasing its per capita income by means of productivity improvement.

During this period (1980-2005) the Spanish economy has also experienced other important
structural changes. One of these, has been the increase of the opening-up to the world,
partly due to the process of liberalisation started in the sixties (that became more relevant
with the end of the dictatorship in 1975), and also because of the integration process into
the European Union. The openness index has been portrayed on the Figure 9, where the
percentage of international Spanish trade of goods and services in the GDP, has been
represented. Figure 9 highlights also the importance of the trade of goods. This has
experienced the highest growth, its share in the GDP increasing from 24% in 1980 to 42% in
2005 (Table A1.10, Appendix 1).

The evolution has not, however, been homogeneous for the whole period. In the early
eighties the opening-up process accelerated, but surprisingly it slowed down during the
first six years following accession to the EU. This is explained by the fact that between
1985 and 1992, the GDP grew faster than the foreign trade (de la Dehesa, 2003). In
contrast, the four consecutive devaluations of the Spanish currency (peseta), which took
place between 1992 and 1994, encouraged the increase of Spanish exports. This increase
caused in turn an important rise of the degree of the opening-up process, with the
proportion of foreign trade accounting for over 60% of the GDP in the year 2000. These
changes reflect the transition of the Spanish economy from being a closed economy
towards a more opened, which makes Spain comparable to the most developed economies
and with a longer tradition of international integration (Malo de Molina, 2003).
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Figure 1.9  Openness index of the Spanish economy
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One of the characteristics that usually stand out from the international trade analysis of
the Spanish economy, is its high degree of concentration in other member countries of the
EU, which is also represented in the Figure 1.9 (as the percentage of goods trade (imports
and exports) with other members of the EU). Its evolution is very significant. At the
beginning of the eighties only around 40% of the Spanish exports and imports of goods were
carried out with the EU, whereas at the beginning of this century it accounted for over
70%. EU membership brought a significant change in the origin of Spanish imports and
exports, with other members of the Union becoming favourite trading partners. A part of
this increase has been caused by a trade diversion effect, although there was also an
important volume of trade creation, at the early stages of the integration process (Alonso,
2005).

The opening-up to the world process has also attracted an important increase of the
financial flows, particularly following the introduction of the euro (Sanz, 2002). This can
be quantified by the percentage of the financial assets claimed by non-residents in the
total national financial assets, and the percentage of the total financial liabilities of the
Spanish economy that belong to the rest of the world. Referring to the former, its share
has increased from 5.7% in 1985 to 18% in 2002, whereas the share of liabilities almost
tripled (from 8% in 1985 to 21% in 2002). These trends have accelerated particularly since
1992 (Requeijo, 2003).

A part of those assets and liabilities corresponds with the so-called direct foreign
investment. These investment flows occur among countries, and at first result to be more
stable, and therefore, allow financing needs of long-term resources, with the resulting
links with the productive system of the country in which the investment is carried out. In
this respect, the Spanish economy has behaved traditionally as an investment receiver,
but, since 1996, the trend has reversed, and it has started to be an exporter of this kind of
investments (see Figure 1.10 and Table A1.11).
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Figure 1.10 Foreign direct investment (€ Million and percentage of the GDP)
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Regarding the inflow of foreign investment, this was less important in the years previous to
EU accession. Between 1981 and 1985, FDI did not exceed €10 billion per annum, this
representing less than 0.5% of the Spanish GDP. For the same period, Spanish direct
investment flows in the rest of the world were also insignificant (less than €250 millions
per year or less than 0.2% of the GDP).

The entry of Spain into the EU in 1986 led to a very significant change in the previously
mentioned trends. In just two years following accession, the FDI in Spain more than
doubled (from €987 millions in 1985 to €1,932 millions in 1987). By 1990, the inflow of FDI
represented 2.5% of the Spanish GDP. In this period, the investments concentrate on the
industrial and services sectors, although the former has been losing relative weight along
the period (Fernandez-Otheo, 2005). The behaviour of the Spanish investors in the rest of
the world, however, has not changed in such a significant way, and the share of outflows
remained below 1% of the GDP until 1997 when is started to increase. By 2000 some 9.4%
of Spanish GDP represented domestic investment in the rest of the world.

The economic crisis of the beginning of nineties slowed down the growth of these flows,
both in absolute and relative terms. However, from 1997, an increase in both inflows and
outflows can be observed. This growth moved in a similar way to the economy as a whole,
slowing down with the decline process of the world economy at the turn of this century,
which shows the pro-cyclical character of the international investment (Fernandez, 2005).
During this period, the Spanish economy made large investments in the rest of the world,
resulting in a spectacular growth of outflows (these exceeded the inflows). The
investments focused mainly on some services activities (e.g. financial and
telecommunications) particularly in other EU member states, but also in Latin American
countries (Jordan, 2003).

This change (outflow exceeding inflow investment) turns out to be very beneficial for the
Spanish economy, as it means a higher integration into the world cycle, and therefore a
potential lower impact of different economic crises. Moreover, from a business point of
view, the increase of Spanish investment implies a diversification of the entrepreneurial
risks and the exploitation of economies of scale and scope (Utrera, 2003).
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As with most developed economies, the structure of the economy has suffered significant
transformation, process which has, however, started, some twenty years before the
accession of Spain into the EU. This is about the decline of relative importance of the
primary sector and the increase, that simultaneously takes place, in the industry sector,
and above all, in the services sector. This change is illustrated in the next two Figures
(Table A1.12, Appendix 1) which show the distribution of employment and of the gross
value added among the three major sectors.

Figure 1.11 Participation of the different branches in the occupied population
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Between 1980 and 2005, agriculture’s shares has declined from 17% of total labour force to
5%, and from 7% of the gross value added to 3%. In contrast, the services sector has
increased its contribution to employment from 50% to 65% and in the gross value added
from 55% to 67%. This has a positive influence on the income per capita, because the
change moves towards more value added activities, and it forces agriculture to increase
also its productivity during the economic development stages (Myro, 2005).
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Figure 1.12 Participation of the different branches in the occupied population
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2 THE SPANISH AGRICULTURE

2.1 Introduction

As it has been pointed out, one of the structural changes that have accompanied the
Spanish economic growth has been the decline of the importance of the agricultural
sector, such as its contribution to the GDP and employment is nowadays around 5% and 3%
respectively. A number of factors may explain the phenomenon. For example, consumers’
preferences change with the economic development, and proportionally less spending is
dedicated to food. Moreover, the supply of food products changes when it transforms into
intermediate goods (followed by a process of transformation before reaching the final
consumers). However, although there is shift in importance regarding agriculture in
developed economies, the sector still plays a key role in the conservation and maintenance
of the rural areas, avoiding depopulation and the desertification of the territory.

Until late 1950s, the Spanish agriculture presented the typical features of the so-called
traditional model, characterised by an important participation on employment and
production, with low paid labour and limited mechanisation that translated into a low
labour and land productivity. Moreover, there was a balance between supply and a little
diversified demand, which it corresponded to a low level per capita income economy.

At the beginning of the sixties an intense process of rural depopulation took place, which
triggered a series of changes within the agricultural sector (Gonzalez et al., 1998), such
as: a significant increase (in nominal terms) of agricultural wages, ageing of the active
agricultural population and an increase of the relative weight of the female labour and of
the part-time agriculture. Additionally, an intense process of mechanisation and
capitalisation led to an increase of the intermediate consumption (outside the farm), an
important improvement of the labour and the land productivity and the integration of the
sector in the agro-food system. From the demand point of view, as the economy
developed, there was a growing increase of meat and fruit and vegetables consumption
and a decrease of the consumption of other products, such as legumes or potatoes.

By early eighties the process of structural transformation of the Spanish traditional
agriculture had completed. However, EU accession in 1986 and the adoption of the
Common Agricultural Policy (CAP) had triggered another set of structural changes of the
sector with implications on the production orientation and on the formation of the agrarian
rents. Currently, the sector still experiences transformations which are related to other
circumstances, such as the process of liberalisation of the international commercial
exchanges and the increased demand for environmental services by a part of the society
(Colino, 2005).

The next sections focus on the evolution of the main variables related to the sector, and
the impacts that various changes, following the integration into the EU, had on these
variables. For this purpose it is important to take into account that many of the observed
trends were influenced by a process of structural changes that started before the
integration and that it is rather difficult to isolate the effect of the integration from other
internal factors that also influenced those variables (Abad, 1997). It is also important to
point out that the Spanish agriculture is not territorial homogeneous, and that it is possible
to find different agricultural systems, levels of specialization, farm structures.
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2.2 Endowment of the Spanish agriculture

One of the first aspects to be treated when analysing the economic behaviour of a sector,
is the available production factors, both the amount and the quality of them. When the
agricultural sector is mentioned, it seems undeniable that the relevant factors are the
land, the labour and the capital.

With regard to the land, the Spanish agricultural sector has around 25 million hectares of
Utilised Agricultural Area (UAA), although between 1980 and 2005 there has been an
important decrease (Table A2.1) of over two million hectares. This decline has accelerated
particularly after Spain joined the EU, at the end of the 1980s and especially in the early
nineties. However, this decrease has affected mainly arable land, whereas pastures area
have increased by nearly 6%.

In this respect, it is has to be to mentioned the effort made to improve the quality,
through successive investments to transform growing areas into irrigated land. An
important increase of the number of hectares of irrigated land can be observed, both in
absolute and relative terms. Hence, the irrigated land area has increased by 700 thousand
hectares, and whereas at the beginning of the 1980s, it accounted for the 11% of the total
UAA by 2004 represented 15.6%.

At the same time, the there were investments and in other capital goods. The sector
underwent a very intensive process of capitalisation, especially in the first stages of the
modernization process (1960-1980). However, this process still continues today but at a
slower pace. Between 1980 and 2004, the number of tractors available for the Spanish
farmers has doubled, passing from half a million to nearly one million in the year 2004
(Table A2.2). Additionally, the number of Rotovators and cereal combine harvesters, have
also experienced a significant increase, e.g. by 27% and 23%, respectively.

Figure 2.1  Utilised Agricultural Area (000 ha)
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Moreover, there has been an important increase in the power of the engines, which is not
reflected in the number of machines used. For this reason, the Ministry of Agriculture,
Fishing and Food (Ministerio de Agricultura, Pesca y Alimentacion, MAPA) elaborates
several indicators to quantify more accurately the degree of mechanization of the Spanish
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agriculture, considering the power of the engines related to the number of hectares of
used land. Specifically, this is the agricultural mechanization index, which is calculated as
the relationship between the horses of power of the machinery (only tractors and
Rotovators or total machinery) and the arable land plus permanent meadows.

Figure 2.2  Mechanization indices (HP/ha)
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Notes: (1) MI1: mechanization index taking into account only tractors and Rotovators MI2: mechanization
index considering all the machinery

The evolution of the two mechanization indices, measured as horses of power for every
hectare, is shown in the Figure 2.2. The two indices show an increasing trend, before and
after accession to the EU. Annual growth rates were higher between 1980 and 1985. In the
last years, although a growing rate is still noticeable, there has been a significant slow
down in the speed of capital accumulation. The capitalisation that has taken place has
allowed Spanish agriculture to improve significantly its labour and land productivity.
Nevertheless, the level of mechanization is inferior to the European average, and it is
likely that the mechanisation will continue to increase (Arias, 2000).

The investment efforts made by the Spanish agriculture led, however, to an important
increase of the amount of received loans by the sector, and hence of its debt level, trend
that had actually started in the preceding decades of the 1980s (Naredo, 1988).

With regards to the third factor to be considered, the labour factor, during the twenty-five
analysed years (1980-2005) there has been a decrease of over a million people, half the
occupied population in the sector in 1980. One of the most important characteristics of the
occupied population in agriculture is the high percentage of people belonging to the oldest
age group, while a certain shortage of occupied young people can be observed. The
increase of the average age of labour force in the sector has triggered the appearance of
abandoned lands or lands that have been turned into forest lands in some regions (Cornisa
Cantabrica, Galicia, Castilla-Leon).

Figures 2.3 and 2.4 (Table A2.3) show the percentages of labour force by age groups, both
in the agriculture sector and in the economy as a whole. From these Figures it ca be can
concluded that most of the occupied population, both in agriculture and in the economy as
a whole, corresponds to the segment that includes the occupied people aged between
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twenty five and fifty four, although the percentages are ten points higher in the economy
as a whole.

Figure 2.3  Percentage of agricultural employment by age groups
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Important differences in the percentage of occupied people over fifty years of age can be
observed, that in the early nineties reached 30% of the occupied agricultural population,
whereas in the economy as a whole it has never reached 15%. Anyway, a change of trend
can be seen. The gap that separates the two oldest groups is widening. This is due to the
significant increase of the number of immigrants, that come to find a job in Spain, and
which in some regions are employed particularly in the agricultural sector (Camarero,
2002). The percentage of the youngest occupied population is still smaller in the
agricultural sector, which indicates some possible problems regarding the next generations
of farmers.

Figure 2.4  Percentage of employment in the total economy by age groups
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Another problem that is usually pointed out is the level of education of the Spanish
agricultural labour force (Table A2.4). In the analysed period there has been a
considerable improvement, and two indicators (IQ1: percentage of occupied population
with at least secondary studies; 1Q2: percentage of occupied population with university
degree) show a significant increase in the level of education in both agriculture and the
economy as a whole. However, there is still a significant difference compared to the
economy as a whole, as it is shown in the Figure 2.5.

Figure 2.5  Qualification indices, Total economy and agriculture
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Whereas in 1980 the share of occupied population in the agricultural sector with a
university degree was nearly non-existent, by 2005 it reached 2% (a very small percentage
if taking into account that in the economy as a whole the university graduates account for
more than 12%). Agricultural labour force with at least secondary studies has, however,
increased very significantly from just 6.3% in 1980 to 52.4% in 2005.

As regards other characteristics of the agricultural labour, it could be said that most of the
agricultural workforce is provided by the family of the farmer, a situation similar to other
EU countries. Nevertheless, in the last years an increase in the paid labour can be seen
(Table A2.5). This trend is especially visible from the mid nineties ( Figure 2.6), in such a
way that, it has passed from being below 30% to nearly 50% in the last observed years. In
the economy as a whole this percentage is also increasing, but it has maintained more
stable, although at very superior level (around 75%).
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Figure 2.6  Other characteristics of the occupied people. Total economy and
agriculture
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Another characteristic is the smaller participation of women in the total volume of
occupied people, although the differences with the economy as a whole are not so evident
as above. During the last years we can see an increase in the participation of women in
agricultural sector, although the increase is smaller than that observed at the total level of
economy.

2.3 Analysis of the main agricultural indicators

For this purpose the Economic Accounts of the Agriculture provided by the MAPA in the
successive yearbooks of Agricultural Statistics will be used. However, it has to be pointed
out that a series of homogenous accounts for the whole analysed period are not available.
For the period 1980-2000, the accounts that have been done according to the methodology
of the European System of Integrated Economic Accounts (known as SEC-79) are available.
Later on, the methodology of the European System of Regional and National Accounts
established in the Regulation 2223/96 (the so-called SEC-95) has been applied, and the
MAPA has used it to elaborate a homogeneous series of agricultural accounts for the period
1990-2005. Therefore, there is a series of years for which available information exists but
according to two different methodologies. This means different estimations for the same
magnitudes. Since the conclusions from the main trends do not differ significantly, the
author opted for the use of the series 1980-1990 elaborated according to the SEC-79, and
for the last 15 years, the use of the estimated data using the methodology based on the
SEC-95. It is worth noting that the data from one period to another can not be directly
compared®.

3 The most significant differences refer to the changes in the evaluation systems (from using market
prices and factor costs to basic and acquisition prices) and the way that subsidies and taxes on
production and imports are included. With the SEC-95, the variables valued at basic prices (e.g.
production) include a set of net subsidies (so-called product subsidies) that before were only taken
into account when transforming the magnitudes valued at market prices into magnitudes valued at
cost factors.
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It is also convenient to mention in this report that, with the purpose of having magnitudes
at constant prices to be able to calculate growth rates in real terms, we have opted to use
the same method to deflate both series, using indices of received and paid prices by the
farmers and the GDP deflator®. The whole series of magnitudes expressed in current terms
are presented on Tables A2.6 and A2.8 (Appendix 2).

The evolution of the main agricultural indicators indicates that despite of the decline of
relative importance of the sector in the economy as a whole, the agricultural production
has increased, both in nominal and real terms. For example, agricultural production at
current prices rose from €12,000 million (1980-1985) to €40,000 million (2001-05), which
indicates that it has multiplied by 3.2 (Table 2.1). If we consider the magnitudes valued at
constant prices, the growth, although smaller, it is still remarkable.

Table 2.1 Main agricultural indicators (1) (annual average)

1980-85 1986-90 1991-95 1996-00 2001-05

CURRENT PRICES

Output of  agricultural

industry 12,369 18,938 25,612 33,961 40,223
Intermediate consumption 5,439 8,136 9,091 11,514 14,362
Gross Value Added 6,930 10,802 16,521 22,447 25,861
Fixed capital consumption 863 1,564 2,069 2,587 3,389

Net Value Added 6,067 9,238 14,452 19,859 22,472

CONSTANT PRICES

Output of  agricultural

industry 9,144 10,511 12,793 15,074 16,845
Intermediate consumption 3,671 4,072 4,136 4,639 5,303
Gross Value Added 5,473 6,439 8,656 10,436 11,543
Fixed capital consumption 627 775 849 870 968
Net Value Added 4,846 5,664 7,807 9,566 10,574

Source: Author’s calculations based on MAPA

Notes: (1) The magnitudes are obtained using different methodologies before and alter 1990

However, the evolution has not been homogeneous along the whole period. Table 2.2
presents annual average growth rates for each of the five-year period, between 1980 and
2005. The growth rates of the production were very high before the integration of Spain
into the EU, especially when expressed in nominal terms. From 1986°, a reduction in those

4 We have used the double deflation method (see Rao, 1993), in such a way that the added value is
obtained by the difference between the deflated production (using the index of received prices by
the farmers) and the deflated intermediate consumption (using the index of paid prices by the
farmers).

> Mendez et al. (2005) show that Spanish agricultural output growth would have been higher under
three different alternative scenes to the CAP, one of them being the fact that Spain continues with
the same agricultural policies prior to 1983.
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rates of growth is observed until the mid-1990s, when the production presents negative
real growth rates. This can be explained by the difficulties of adaptation of the Spanish
agriculture to the new agricultural policy, and also by the crisis that affected, in the early
nineties, the Spanish economy as a whole. The sector recovered between 1996 and 2000,
but slowed again down between 2001 and 2005, although the growth rates are positive.

Since the integration of Spain into the EU, the intermediate consumption has increased to
a lesser degree than the agricultural production. This had influenced positively the gross
value added which recorded higher growth rates than the agricultural production.
However, the decline in the growth rates of the intermediate consumption between 2001
and 2005, can be attributed to the changes of the agricultural policy with a tendency
towards the extensification of the production.

The investment (approximated by the fixed capital consumption) also experienced growing
rates, especially in nominal terms. The highest growth rates can be seen for the period
before the integration of Spain into the EU (1980-1985), and from that moment, there is a
decrease in those rates although a certain recovering process can be observed in the last
two five-year periods.

Table 2.2 Annual growth rates (1) (%)

1980-85 1986-90 1991-95 1996-00 2001-05

CURRENT PRICES

Output  of  agricultural 10.6 5.4 3.4 5.0 2.0
industry

Intermediate consumption 13.7 3.9 2.0 6.4 2.4
Gross Value Added 8.9 6.5 4.3 4.4 1.8
Fixed capital consumption 14.3 7.5 3.1 4.1 5.8
Net Value Added 8.3 6.4 4.6 4.4 1.2
CONSTANT PRICES

Output of agricultural 1.9 1.9 -0.3 5.1 0.03
industry

Intermediate consumption 2.1 2.0 -0.6 4.4 0.5
Gross Value Added 1.8 1.9 0.01 5.6 -0.2
Fixed capital consumption 4.1 2.1 -0.4 0.8 1.9
Net Value Added 1.7 1.9 0.1 6.2 -0.3

Source: Author’s calculations based on MAPA

Notes: (1) These are obtained using different methodologies before and alter 1990

If we take into account that the prices of the capital goods acquired by the farmers have
increased more significantly than the rest of agricultural prices, the valuation of the
capital consumption at constant prices indicates clearly a lower increase. Despite that the
contribution of this indicator in agricultural production (output) is relatively limited, the
net added value in current terms has increased to a lesser degree than the agricultural
production.
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Nevertheless, considering the accumulated growth along the whole period, and considering
the indicators expressed in constant terms, it can be observed how the trend changes
remarkably between the two first five-year terms as compared with the rest of the period
(partly this change is due to the differences of the accounting of the subsidies to the
products that in the SEC-95 methodology are included as a part of the production and
whose amount has increased considerably during the studied period). For this reason, a
part of the increase of the production corresponds to the increase in the amount of
subsidies. In the Figures 2.7 and 2.8 those trends are represented.

So, whereas in the first ten years it can be seen that both the intermediate consumptions
and the capital consumption increase more than the production, in the last fifteen years
this evolution is just the other way around.

Figure 2.7 Indices of the main agricultural indicators (constant prices), 1980-1990
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Figure 2.8 Indices of the main agricultural indicators (constant prices), 1990-2005
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2.3.1 Production specialisation

The evolution of the agricultural supply is conditioned by the surrounding agrological
characteristics, that cause some countries to have comparative advantages in terms of
availability and quality of natural resources. But there are other factors that can explain
the dynamic of its evolution, such as the changes that take place in the food demand or
the protection mechanisms applied for different crops (Colino, 2005).

First, the analysis of the specialization of the sector refers to the two main magnitudes,
the crop and animal production (and in the last years, applying the SEC-95 to the
agricultural accounts, some other productions linked to the agricultural activity appear,
they are becoming more relevant).

The evolution of the contribution of both crop and livestock to total production remains
relatively constant along the period, e.g. around 60% crops and 40% for animal production.
However, there is a change of trend as compared with the period prior to 1980, when due
mainly to food demand pressure animal production gained some relative weight in total
Spanish output. That is the relative decline of the share of livestock production from 44%
prior to accession to 34% between 2001 and 2005. This can be explained by the
comparative advantages that North European countries have in animal production and its
exporting pressure (Lamo de Espinosa, 1997).
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Table 2.3 Contribution of different products to agricultural output (annual average,

%)
1980-85 1986-90 1991-95 1996-2000 2001-05
Crop output 54.9 59.0 59.4 61.6 62.0
Cereals 11.3 11.0 10.8 11.6 9.9
Potatoes 5.5 4.9 2.6 1.4 1.3
Industrial crops 3.7 3.9 5.6 4.9 3.7
Horticultural products 11.6 14.4 15.4 15.5 19.4
Fruits 12.1 12.5 14.1 14.6 14.9
Wine 3.4 3.5 2.0 3.5 2.7
Olive oil 3.5 3.7 4.5 5.6 6.5
Other crop products 3.6 5.1 4.3 4.5 3.5
Animal output 44 .1 40.4 36.9 34.5 34.1
Animals 22.7 27.2 27.4 26.1 25.5
Cattle 6.6 6.6 6.9 6.6 5.9
Sheep and goats 4.8 5.2 5.1 4.8 4.4
Pigs 10.5 10.3 10.1 10.1 10.5
Poultry 5.5 4.3 4.0 3.4 3.7
Equines 0.1 0.1 0.3 0.2 0.2
Other animals 0.9 0.8 1.1 1.0 0.8
Animal products 1.7 13.2 9.5 8.4 8.6
Milk 9.0 8.5 6.7 6.0 6.2
Eggs 4.2 3.5 2.4 1.9 2.1
Other animal products 1.2 1.2 0.4 0.4 0.4
Agricultural services
output : : 1.1 1.2 1.1
Other activities : : 2.6 2.6 2.7

Source: Author’s calculations based on MAPA

Spanish agriculture, as well as other Mediterranean countries, is specialised in crop
production and, to a bigger extent in those typical crops of the Mediterranean agriculture.
Cereals are important, although a decreasing trend is noticeable in recent years. The
production of fruits and vegetables is the most remarkable. The incorporation of Spain into
the EU has had an important impact on these sectors (Mora and san Juan, 2004). Their
contribution to total agricultural production has increased from around 10% during the first
half of the 1980s to 20% (for vegetables) and 15% (for fruits, particularly citric fruits) in
recent years. Something similar has happened to olive oil production (which has benefited
particularly from CAP price and market support).

Industrial crops also present an increase in their participation in the production during the
first fifteen years, followed by a decreased trend. In this case, the evolution of sunflower
production is quite important (because of its contribution to output and used land).This
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was negatively affected by the 1992 reform of the CAP, which caused the cultivated area
to decrease by more than 1.5 million hectares between 1993 and 2005.

On the other hand, there has been a reduction of relative weight for the wine and potato
production. This was mainly due to a fall in demand for both products. Moreover wine
production was subject to restrictions given the surpluses recorded at the EU level.

With regard to the animal production, we can say that the Spanish agricultural sector
presents a certain specialization in pig and, to a smaller extent, poultry production. These
sectors are less dependant on land for feeding and with bigger intensification levels.
However, in sectors such as cattle and sheep (meat and milk) which compete to a large
extent with productions from other EU countries, we can see a smaller contribution and
with decreasing trends. Finally, we have to point out that the production of services and
other goods linked to the agricultural production is gaining a relevant weight as it accounts
for 4% of the Spanish agricultural activity production.

2.3.2 Agricultural intermediate consumption

Before analysing the composition of the intermediate consumption, it is important to
assess what is the relative weight of this magnitude in the agricultural production, as it is a
good indicator of both the level of integration of the agriculture with the rest of the
economic system and the degree of production intensification. Table 2.4 shows that there
is a decreasing trend of the contribution of intermediate consumption in total agricultural
production, from 40% for 1980-1985 to 31.5% for 2000-05. This could be, partly, explained
by the change of methodology, previously pointed out.

The biggest amount corresponds to the expenses for animal feeding, as it accounts for
more than 45% of the total intermediate consumption. After the integration of Spain into
the EU there is a certain decline in the relative weight, due to the smaller importance of
the animal production, and also due to the extensification process promoted by recent CAP
reforms. In the last years, there is a small increase of around 3 percentage points, but it
doesn’t reach the existing values before the EU accession.

Table 2.4 Participation of different components in total intermediate consumption
(annual average, %)

2001-
1980-85 1986-90 1991-95 1996-2000 05
'/r;:gerr]r;‘l‘i‘t’:ﬁgf oro ducf%r;f“mptm” 40.2 388  32.4 308 31.5
Seeds and planting stock 2.7 3.4 5.1 6.2 6.4
Energy 8.8 7.8 9.2 8.5 8.4
Fertiliser 12.6 11.8 9.3 9.4 8.1
Plant protection products 3.2 3.9 5.8 6.7 6.0
Veterinary expenses 1.8 2.1 3.2 3.7 3.5
Feedingstuffs 49.8 45.9 45.3 43.6 46.3
Maintenance materials/buildings 12.3 14.2 11.1 10.8 10.5
Services 3.3 4.1 3.6 3.9 3.8
Other expenses 5.3 6.8 7.5 7.2 6.9

Source: Author’s calculations based on MAPA
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The contribution of expenses for the maintenance of materials and buildings comes
second. There is also a significant fall in the contribution of fertilizers, from 13% (1980-85)
to just 8% (2000-05) which can also be related to the processes of agricultural
extensification and the increase awareness of producers with regard to the environmental
problems (MAPA, 2003).

Some expenses are also substantial, for example, energy expenses, as they maintain a
relatively stable participation around 8%, and finally plant protection and veterinary
expenses. The contribution of the latter has increased, particularly from 1990 onwards,
accounting for 6%-7% of the intermediate consumption

2.3.3 Evolution of the agricultural income

The evolution of the previous variables influences, on a global basis, the evolution of the
agricultural income, which quantifies the received incomes by primary productive factors
applied to the agricultural activity (e.g. land, labour, capital, entrepreneurial
management and the state, MAPA, 2003). This is equivalent to the Net Added Value at
factor cost.

Table A2.9 indicates a growing trend of the agricultural income, both when assessing the
series data at current and constant® prices. Agricultural income in current prices has
multiplied by more than 4.5 times in the twenty five analysed years, and that has
happened despite of the decrease observed in the last two years ( Figure 2.9).

Figure 2.9  Evolution of the agricultural income (million €)

30000

VA
25000 | . N,
== AN
‘5
Le=TY, ,s/
20000 - = vt
S
s
N
15000 | /=’
~ z
‘4’; tat
rd
10000 =T
L.zt
-==¢,-;—::5-
===
5000 | ~ee ot T
0

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

— --—"-Current prices Constant prices

Source: Author’s elaboration based on MAPA

However, the trend at constant prices is very different, and we can nearly say that it
maintains relatively constant along the period, as it has multiplied by 1.1. Agricultural
income decreased by almost 5% after the first year following accession, hence the
expectation of Spanish farmers that integration will improve their income were not

® To deflate this magnitude the GDP deflator has been used, with the purpose of considering the
prices of goods and services that farmers with this income can get.
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immediately confirmed. The next years were followed by some small increases, hence, by
1990, real income for Spanish farmers increased just by 3% as compared with the year prior
to accession. This can be explained amongst other things by the financial problems
created, by the accumulation of output surpluses, at the Community level, which led to
changes in the CAP from the mid-1980s, and the important decline in the received prices
by the farmers (Garcia Grande, 1995).

When related to the number of Annual Work Units (AWU), the results show a similar trend.
However, although, in this period there has been an important reduction in the quantity of
labour used, the income per AWU presents higher growth rates ( Figure 2.10). For
example, in current prices, it has multiplied nearly by 9 and in constant prices by more
than 2.

Again, the behaviour of this variable has not been homogeneous along the whole period. In
order to show the existing differences, on Table 2.5 the annual average growth rates per
five-year periods has been included. The agricultural income, assessed at current prices,
increases especially in the period prior to the integration of Spain into the EU, it slows
down during the immediate years after the entry, and started to recover in the early
nineties. Next, the agricultural income enters a more moderate growth process. The same
trends can be observed in the income per AWU.

Figure 2.10 Evolution of the agricultural income per worker (€/AWU)
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During the first ten years (1980-1990), the growth rates of the total agricultural income did
not exceed 1% and even the average is negative, which shows that the Spanish farmers
even lost purchasing power. The best five-year period, with high annual average growth
rates, is during the early nineties. Next, this growth slows down again, until the average
becomes negative.
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Table 2.5 Annual average growth rates of the agricultural income (%)

Year Total agricultural income Income per worker
Current prices  Constant prices Current prices  Constant prices
1980-1985 10.0 -0.9 15.0 3.5
1986-1990 7.4 0.8 1.1 4.2
1991-1995 9.9 4.9 13.5 8.4
1996-2000 4.7 1.7 4.6 1.6
2001-2005 2.2 -1.9 3.9 -0.2

Source: Author’s calculations based on MAPA

An interesting question is the analysis of the relationship between agricultural income and
agricultural production, as it expresses the capacity that the sector has to turn the
agricultural output into final goods and services. If the evolution of the income is
compared to the output ( Figure 2.11) it can be observed that, although they follow a
similar trend, the lines separate with the passing time. This means that the agricultural
income is representing a decreasing percentage of the production, and all this, despite of
the growing volume of subsidies that the sector receives, mainly in the aftermath of the
Spanish entry into the EU. In 1980, the net current subsidies accounted for less than 1% of
the agricultural income, whereas in 2000 it exceeded 30%. The increase in the amount of
received subsidies is one of the reasons that could help to explain the increase that took
place in agricultural income (Lamo de Espinosa, 1997).

This can be explained also through the evolution of the prices received and paid by the
farmers, and their comparison with the consumer price indices, which allows
understanding the slowing down of the real income per AWU. The relationship between the
received and paid prices indices is called agricultural terms of trade, and it is usually
interpreted as an indicator of the evolution of the competitiveness of the sector.

Figure 2.11 Evolution of the agricultural income and production (million €)
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As Garcia Delgado et al. (1993) point out, the improvements on the income per AWU can
be translated into improvements of the income of the productive factors or they can be
derived towards the sectors that supply intermediate consumption to the farmers (because
the prices paid by the farmers grow more than the prices received) or towards the
consumers (because the prices received by the farmers grow less than other prices).

Figure 2.12 Relationship among different price indices
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As it can be seen on Figure 2.12, the agricultural terms of trade show a decreasing trend,
indicating that the prices received by the Spanish farmers have increased less than the
other prices (the relationship has been done both with the consumer price index and with
the GDP deflator). Only in the early nineties there is an increase of the index, showing that
the prices received by the farmers grew up at higher rates.

The difference that can be observed between the prices received by farmers with regard
to the general prices implies that there has been an income transfer from the agricultural
sector to other branches of the economy and towards the consumers.

2.3.4 Evolution of the agricultural productivity

There has been an improvement of the Spanish agricultural labour productivity,
improvement that has been much higher than in other sectors of the economy (Table
A2.11). In order to analyse this behaviour, in Figure 2.13 the evolution of the labour
productivity is represented (assessed at constant prices) in the analysed period for the
sectors in which an economy is usually decomposed. To make the data for all sectors
homogeneous, the calculations have been done using data supplied by AMECO, and the
labour productivity in each sector has been estimated as the gross added value generated
by each occupied person.
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Figure 2.13 Evolution of the labour productivity (constant terms) in different sectors
of the economy (1980=100)
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As it can bee observed that, whereas prior to the integration of Spain into the EU, the
industry and the services present bigger labour productivity growth rates than the
agriculture, in the mid eighties there is a change of trend and a very relevant increase of
the observed differential among the productivity growth rates. Nevertheless, it has to
mention that agriculture keeps on being less productive than the rest of the economy,
although, due to what has been previously said, in this period there has been a substantial
improvement. So, in current terms, it represented 43% of the average productivity of the
economy in 1980, and it has moved up to nearly 63% in the year 2005. When data is
assessed at real prices (1980), the agricultural labour productivity reaches the average of
the economy as a whole, which shows again the difference that has taken place in the
evolution of the prices of the different sectors (according to this source primary sector
prices have multiplied by 2.6, industry ones by 3.8 and services ones by 5.1).

One additional question, related to the labour productivity of the agricultural sector, is
the possible decomposition that can be done in order to analyse how it has improved.
Considering also the use that has been made of the land factor, the agricultural labour
productivity can be decomposed in two components. In this way, the labour productivity
would be the result of multiplying the land productivity (GAV/land) by the available
hectares for each worker (Land/labour), that is:

GVA  GVA, Lland
Labour Land Labour

Labour productivity =

In the case of the Spanish agricultural sector, the behaviour of the three magnitudes has
not been uniform during the whole period. Table 2.6 shows annual average growth rates
for each one of them. From its analysis it can be concluded that during the first years the
increase of the available hectares of land per AWU was more important than the
improvement of the land productivity, although both aspects contributed in a positive way.
It has been previously pointed out that during this stage the process of capitalization and
machinery purchase was relatively important, and that it allowed the agricultural labour
productivity to increase considerably.
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Among the things that help to explain this evolution, we have to underline the high speed
of destruction of employment, in part conditioned by the rise in labour prices, both in
absolute and in relative terms, that has caused the substitution of labour by capital and
has motivated the capitalization of the sector’ (whereas salaries have multiplied by five,
the prices of the investment goods have done it by 3.7).

Table 2.6 Average annual growth rates of labour productivity and its components

Period GVA/AWU GVA/SAU UAA/AWU
1980-1985 6.90 2.30 4.67
1986-1990 5.41 2.08 3.29
1991-1995 8.71 6.14 2.25
1996-2000 5.58 5.97 -0.29
2001-2004 4.46 3.44 0.97

Source: Author’s calculations based on MAPA

In the last three five-year periods, this trend reverses and the increase in the land
productivity becomes the first determining factor of the growth of the labour agricultural
productivity. This means an increase in the intensification of the Spanish agriculture. The
other component, the hectares of land per AWU, has a smaller contribution, which even
gets negative, on average, during the period 1996-2000.

2.4 Agricultural trade

One of the circumstances in which the agricultural sector has changed more significantly
since the incorporation of Spain into the EU has been in foreign trade®. The fact of
belonging to a wider market meant an important increase, both of the imports and the
exports (Table A2.14 and Table A2.15), as it has previously been said it had happened in
the economy as a whole.

In the Figure 2.14 the evolution of the two magnitudes is represented. As it can be
observed the magnitudes have a growing trend, although it is from 1992 when the growth
rates start to be relevant. Sanz and Gil (2001) suggest that although the integration into
the EU took place in 1986, there was a transition period that finished in 1990. It is also
true that in the early nineties there were a series of devaluations of the peseta that
improved competitiveness of the Spanish products, which contributed to the increase of
the exports (Sumpsi, 1996). This can also be one of the causes of the increase of the
agricultural trade balance, which started to be positive after the entry of Spain into the
EU. In fact, the cover rate has passed from being around 80% in the early eighties to more
than 160% in the last considered years.

7 Abad and Naredo (2002) pointed out that the capitalization process was a need for many farmers
due to the shortage and increase of price of the labour.

8 Statistics published by the INE in the Statistical yearbook of Spain were used. In the first group,
live animals and animal products, both fish and fishing products are included. In this paper, the
author opted not to consider them, as they are not products coming from the agricultural sector.
Therefore, the data that has been put forward in this section consider the modified first group,
group Il vegetal products and group Il oils and fats.
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In order to compare the agricultural trade to total trade of goods, we have also elaborated
the openness rate. To compute it we have used as a referent the GVA in the agricultural
sector. This coefficient is also included in the Figure 2.14. In the first place, we have to
point out its magnitude, considerably higher, in the whole period, than what had been
calculated for the total goods (that varied between 25% in the first years and 45% in the
last ones). In the second place, it is remarkable its growing trend. To all this we can add
that, additionally, in the case of agricultural products the balance is positive, whereas in
the case of the goods as a whole the balance is negative.

Figure 2.14 Imports and exports of agricultural products (Thousands of Euros)
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With regard to the distribution of the imports ( Figure 2.15), it can be observed how the
entry of Spain into the EU implied a change, as the imports of living animals and animal
products became more relevant, to come to a standstill later on, and account for around
30% of the total agricultural imports. The vegetables are the products that represent the
highest rate of the imports (especially cereals and seeds and oleaginous fruits).

Referring to the exports ( Figure 2.16), they are mainly focussed on crop products, as it
corresponds to a Mediterranean country, in whose production, as it has already been
observed, the crop products play a more important role (in fact, the main contributions
come from fruits, and to a lesser extent from legumes and potatoes). It is also interesting
to point out the larger participation of fats and oils in this case, due to the olive oil
exports. Nevertheless, it is rather relevant the increase suffered in the participation of
animal products (e.g. meat has remained more stable).
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Figure 2.15 Distribution of imports
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Figure 2.16 Distribution of exports
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Moreover, the increase in the volume of trade has been accompanied by a deviation of the
trade towards the communitarian countries, which in the last years represent around 75%
of the total agricultural trade, existing differences between the exports and the imports.
Prior to the entry of Spain into the EU, 20% of the imports came from the Community
member countries, and 60% of the exports were directed to the same countries. Twenty
years later, the corresponding data are around 40 and 85% respectively’. This information
also indicates that the Spanish economy presents a positive agricultural balance with the
European countries, but it is negative for the rest of the countries that do not belong to
the EU.

° We have to take into account that part of the increase has been because the considered area, the
EU, has enlarged the number of member countries.
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2.5 Farm Structure

During these 25 years, and in a correlative way to the previously mentioned modifications,
a process of structural change of the agricultural holdings has taken place, which has
modified in a significant form the main characteristics of the farms.

For the study of the evolution of the structural characteristics of the sector different
sources of information are available. In the first place, agricultural censuses that include a
wide variety of farms (all of them with more than 0.1 hectare of land). It is carried out
more or less every ten years, and in the analysed period, it would be available for the
years 1982, 1989 and 1999. It is elaborated by the National Institute of Statistics (Instituto
Nacional de Estadistica, INE), that is also the organism that makes the results public.

On the other hand, and some of the years in which the census is not elaborated, the so-
called Survey of the Structure of the Agricultural Holdings is carried out. This information
makes reference to the years 1990, 1993, 1997, 2003 y 2005. This is also the responsibility
of the National Institute of Statistics.

The obtained results from both sources take us to similar conclusions, although the farms
included in every source and the applied methodology to obtain the main magnitudes
change from one to another. The information taken from both sources related to the main
variables is included in Tables A2.15 to A2.17.

Using the information coming from the three agricultural censuses, the number of farms
decreases in the period from more than 2.3 million to less than 1.8 millions, that means
that around the 22% of the existing farms in 1982 disappears in this period. Moreover, as
the total utilised agricultural area has increased'’, the physical average size of the Spanish
farm has augmented in an important proportion. As it is shown in the Table 2.7, from 9.97
hectares per holding the utilised agricultural land goes to more than 14 hectares. A similar
behaviour could be seen for the total land. This process has become more evident after
the integration of Spain into the EU, in the last decade, when these two indicators grew
more than 25% and 38%, respectively. At this point, it is important to take into account
that the available area per holding conditions its economic dimension and its efficiency.
Moreover, the labour productivity grows with the size of the farm, and it is positively
related to the availability of land per labour unit (Colino, 2005). An important proportion
of farms have difficulties for obtaining acceptable levels of profitability and
competitiveness (Cefa, 1997).

Besides that, the other physical factor, the labour used on the farm (measured as annual
work units) has decreased from around 1,500 thousands to 1,200 thousands. But, as the
number of farms decreases in a bigger way, the average labour used on the farm has
increased from 0.63 in 1982 to 0.66 in 1999. However, it is interesting to point out that the
amount of labour per hectare of land is decreasing, that is to say, every unit of labour
must work more land, as we have seen before.

In relation to the economic size of the farms, and considering the methodological changes
and that the magnitudes are expressed in current prices, an important increase can be
seen, mainly in the second analysed period. In the first one there was an important
reduction. Using this information, the improvement of the labour productivity is shown

" There is an inconsistency between the evolution of the total utilised area shown by the
agricultural census and the one shown by the agricultural yearbook published by the MAPA. The
existence of methodological changes between the censuses of 1982 and 1989 (Ruiz-Maya, 1992 and
1999) and an important level of sub-estimation in the arable land (mainly herbaceous crops) in the
censuses previous to 1999 (MAPA, 2003) are possible explanations of the main observed differences,
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again.”'. By 2005, around 959,000 agricultural holdings (or 88.8% of total number of
holdings) have an economic size of at least 1 ESU (Eurostat, 2007).

Lépez (2003) decomposes the Standard Gross Margin (SGM) per hectare as the relationship
between the physical output per hectare and the SGM per unit of physical output. That is
to say, the increase in the land productivity could be explained with the productive
intensification and increase of the gross margin per unit of physical output (because the
evolution of the prices or the increase of the subsidies). For the Spanish agriculture, this
author concludes that the last factor has a bigger participation, and above all, he
underlines the effect of the increase of the level of subsidies from 1992.

Table 2.7 Structural indicators obtained from the Agricultural Censuses

Change (%)

Indicator 1982 1989 1999
1989-1982 1999-1989

Total land per farm 18.66 18.79 23.56 0.7 25.4

UAA per farm 9.97 10.64 14.70 6.8 38.1

AWU / farm 0.63 0.55 0.66 -12.3 20.2

AWU / hectare of UAA 0.063 0.052 0.045 -17.9 -13.0
SGM / farm 4.57 3.97 8.68 -13.1 118.7
SGM / hectare of UAA 0.46 0.37 0.59 -18.6 58.3

SGM / AWU 7.25 7.19 13.07 -0.9 81.9

Source: Author’s calculations based on INE

One of the concerns about the structure of the Spanish economy is the duality existent in
the farm sector, with an important number of farms of very small size (e.g. 49% of farms
have less than 5 ha accounting for 4% of total agricultural land) and a small number of
farms with a large scale (e.g. 10% of farms have 50=> ha and accounts for almost 70% of
total agricultural land) (Eurostat, 2007). With the information included in the Table 2.8"
(that has been derived from Table A2.16), the relative situation in 1989 and 1999 can be
also analysed. In this short period of time some restructuring could be seen'. According to
Sumpsi (2002), it is a classical structural adjustment, as the decreasing in the number of
holdings is bigger in the groups of smaller dimension, whereas the number of medium and
big size farms increases considerably.

Although, the dualism is still present in 1999. In 1989 the 63% of the farms obtained less
than 2 ESU, and other 24% of farms obtained between 2 and 8. The first group accounted
only for the 9% of the total SGM. However, the farms with more than 40 ESU represented
only around 1%, but with more than 25% of the SGM. In 1999, the situation is a bit more
balanced, but it can be observed that there is still an important participation of the
smallest farms in the total number of farms (47%) accompanied by a small participation in
the SGM (3.8%). By 2005, the smallest farms (less than 2ESU) accounts for 22.9% of the

" In the period 1982-1989 this process was less important (Sumpsi, 1995).
'2 We couldn’t find similar information for 1982.
'3 Between 1982 and1989, this process was less important (Sumpsi, 1995).
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total number of farms and just 1.3% of the SGM, whereas the large farms (more than 40
ESU) account for 10% of total and more than 60% of the SGM.

Table 2.8 Participation of different class size in the number of farms and SGM

Economic size 1989 1999
% farms % SGM % farms % SGM

Less than 2 ESU 63.4 9.5 47 .1 3.8
From 2 to 8 ESU 24.3 23.1 28.6 12.9
From 8 to 16 ESU 7.4 18.9 11.0 13.4
From 16 to 40 ESU 3.7 20.4 9.1 23.9
From 40 to 100 ESU 0.9 12.9 3.2 20.1
More than 100 ESU 0.3 15.1 1.1 25.9

Source: Author’s calculations based on INE

Using the information provide by the Survey of the Structure of the Agricultural Holdings'
(Table A2.17), the main conclusions about the evolution of the structural characteristics
are very similar. It can be observed that the magnitudes are, in general, much smaller.
With this exception, in the last 15 years one third of the holdings have disappeared, from
almost 1,600 to 1,069, and as the UAA grew but on a smaller scale, the average physical
size has increased.

At this point it is interesting to mention the large participation that the less favoured areas
have on the farm sector. Using this source of information, it can be seen that these areas
concentrate around 67% of the Spanish holdings and around 77% of UAA. The participation
of less favoured mountain areas is around 30% of both holdings and UAA.

With regard to the average labour used in every holding, a growing trend is observed,
because the reduction in the utilised labour is smaller than the decrease in the number of
holdings. The standard gross margin presents a remarkable growth rate (at current prices),
and the same could be said for the relative magnitudes obtained using it.

There is some interesting information referred to the labour factor (Table A2.18). The first
one is related to the importance that the family has as source of labour force, although
the trend shows a decreasing participation, from 75% in 1990 to 65% in 2003.

One additional question that could be analysed is the importance of the part-time farming.
It is one of the characteristics of the Spanish agriculture that could have had a negative
effect on the restructuring process. Using the data from the Survey, and considering the
farms where the holder is a physical person®, the distribution of total AWU in groups

" We have used the data from the survey available in the web page of EUROSTAT because the
information is homogeneous. The covered years are 1990, 1993, 1995, 1997, 2000, 2003 and 2005.
For the last year we have needed to include some details coming from the INE. Although we do not
consider all the analysed period, in this case, the conclusions will not differ much, because, as we
have seen from the analysis of the census data, the main changes in the sector happened in the
period 1989-1999.

> A physical person is someone who has a business in his own name (in some cases including
partnerships) and who receives no specific remuneration for his work/time, but receives all the
profits (or a % in the case of a partnership).
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according to the dedication is included in Table 2.10. Also the percentage of members of
the family that are full-time working people in the farm could give an indication of the
part-time farming.

Table 2.9 Structural indicators obtained from the Survey of Agricultural Structure

Indicator 1990 1993 1995 1997 2000 2003 2005
UAA per farm (ha) 15.39 17.86 19.75 21.21 20.32 22.07 23.23
AWU/farm 0.72 0.80 0.85 0.91 0.84 0.87 0.93
AWU/hectare of UAA 0.047 0.045 0.043 0.043 0.041 0.040 0.040
SGM/farm 5.58 8.28 8.59 10.62 11.90 15.14 18.70
SGM/hectare of UAA 0.36 0.46  0.43 0.50  0.59 0.69 0.80
SGM/AWU 7.77 10.30 10.07 11.68 14.22 17.31 20.15

Source: Author’s calculations based on Eurostat

Table 2.10 Information about part-time dedication in the agricultural sector

1990 1993 1995 1997 2000 2003

Work time > 0 to < 25% (%) 10.9 10.2 9.3 9.7 11.0 12.2
Work time > 25 to < 50% (%) 12.1 10.2 11.8 11.9 12.0 15.0
Work time > 50 to < 75% (%) 14.4 8.0 10.6 9.3 10.0 9.2
Work time > 75 to < 100% (%) 14.3 11.6 12.5 13.3 14.4 12.2
Work time 100% (%) 48.2 60.0 55.7 55.7 52.7 51.3
Percentage of family labour force full-time

employed 13.8 18.7 16.2 16.0 14.4 12.8

Source: Author’s calculations based on Eurostat

The data are very significant. Only around half of the AWU used in the holdings, where the
holder is a natural person, have a 100% work time. Moreover, around 13% of the family
members working in the holdings are full time employed.

As regards farm type, 20% of total farms are specialised in olives production, 18% in fruit
and citrus fruits, 12% specialist cereals, oil seed and protein crops and 8% are specialised in
wine production (Eurostat, 2007). The majority of farm holdings (95%) have a sole holder,
of which 26% are women.

Finally, it is worth noting that the diversification of activities that has been taking place in
the last years has implied a change in the sources of income of the farms. But, it is
difficult to have this kind of information because the agricultural statistics do not use to
consider them (because they are not related to the agricultural activity). So, they must be
approximated using other sources of information. In order to have an idea of this process,
we will use information coming from Eurostat (2000), which is summarized in the Table
2.11. It can be seen that in the eighties, the sources of current receipts of the agricultural
households changed a lot, with an important loss of participation of the income coming
from the agricultural activity (from 70% to 59.5%). However, at the end of 2005, out of the
total 959,000 agricultural holdings, only 3.3% have another gainful activity than
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agricultural production (e.g. 1.5% processing farm products and 0.4% tourism (Eurostat,
2007). The other three considered sources have increased its participation. In this respect
it is important the growth of the percentage corresponding to social benefits.

Table 2.11  Different income sources for Spanish agricultural households

Source of current receipts 1980 1990
Income from agricultural activity 70.0 59.8
Compensation from dependent activity 11.0 14.0
Social benefits-received 5.6 8.2

Other sources of current receipts 13.4 18.0

Source: Eurostat (2000)

But this information is not available in a similar way for the most recent years. Lopez
(2003) using the information coming from the personal income tax declarations in 2000
corresponding to people who declare to have agricultural receipts, reached similar
conclusions. In this case, the information is analysed by groups of tax-payers classified
using the volume of agricultural receipts. In the group of tax-payers with less than €10,000
of agricultural receipts, only 13.6% live mainly from agriculture, and globally considered,
the 90% of the income comes from outside the agriculture. In the second group, that
includes those farms that obtain incomes between €10,000 and €20,000 from the
agricultural activities, 55.8% declares that the receipts from the agriculture are superior to
50% of the total income. The last group (more than €20,000 from agriculture activity) is
characterised by having a bigger dependence on agricultural income, and by a higher level
of income than the other two groups.

In any case, the trend is clear: the agricultural households are increasingly less dependent
on the income coming from the agricultural activities. The diversification of sources of
income is a reality present in the Spanish agricultural sector, although this trend could be
observed at EU level.

2.6 The rural areas'

All the economic activity carried out by farms, that has been analysed previously, takes
place in a physical environment, the rural area. One of the most interesting features is its
human component. It has already been pointed out by some authors that, without the
existence of a strong social network (e.g. number of people, and capacity of initiative)
there is no possibility to affect in a positive way the improvement of the rural territories
(Sancho and Reinoso, 2003).

For this reason, it could be interesting to carry out a brief analysis of the rural population
using the information coming from the censuses of population (Tables A2.19 and A2.20")
that have been elaborated by the National Institute of Statistics (Instituto Nacional de
Estadistica, INE). For this purpose, we have to take into account that the INE identifies the

' Some authors (Molinero and Alario, 1994) point out that it is difficult to make generalisations for
the Spanish case because the spatial dynamic and structures of the rural areas are very different
from one region to another. But the analysis by regions is beyond the scope of this paper.

7 In these tables the information relative to the year 1960 is also included in order to have a better
idea of the changes in the distribution of the population between 1960 and 1980.
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rural municipalities as those with less than 10,000 inhabitants'®. Nevertheless, it is rather
usual to differentiate an intermediate category that includes those municipalities with a
number of inhabitants between 2,001 and 10,000. Therefore, these three groups, that is,
rural, intermediate and urban municipalities, are considered.

Table 2.12 presents data related to the number of municipalities and the number of
inhabitants, both in absolute and participation terms. In order to situate the analysis, and
taking into account an idea suggested by Garcia Sanz (2003), we have also included the
information relative to the Census of 1960. This author suggests the distinguish of three
stages in the evolution of the Spanish rural population: the big crisis that affected the
rural space in the second half of the last century, and which stopped at the beginning of
the eighties. As it can be seen, between 1960 and 1980, the rural and intermediate
municipalities lost more than 3 million inhabitants. In the eighties, a moderation of this
trend could be observed, and from the beginning of the nineties this trend slows down and
there is even a certain recovering process.

Finally, in 2001 there are more than 9 million people living in rural and intermediate
municipalities (more than 9,000 municipalities). If we consider the population density
index, in 2001 around 3,200 municipalities had less than 10 inhabitants per square
kilometre which accounted for around 40% of the total Spanish area. Moreover, more than
half of the Spanish municipalities have a density ratio of less than 15 inhabitants per
square kilometre (Molinero, 2002).

With regard to the evolution, the first question that could be pointed out is that whereas
the total Spanish population has grown, the population of the rural areas has diminished.
The two trends have made the proportion of population located in the rural areas to
decrease at bigger rate, the rural municipalities represented an 8.6% of the total
population in 1981, and in the last census it accounted for 7,34%. If we also consider the
intermediate municipalities, jointly, the decrease has been from 26.8% to 23.6%. However,
its participation in the number of municipalities is more or less the same, around 73.5% for
rural ones and around 19% for the intermediate ones. This is the double imbalance that is
pointed out by the MAPA (2004). First, every time the distribution of the municipalities and
the distribution of the population tend to drift apart. Second, at the same time a process
of polarization is noticeable, with an increase of the number of municipalities of the
smaller size and the concentration of the population in the biggest ones.

Using the data from the United Nations database (Table A2.21) that includes also some
projections for the future, Figure 2.17 has been elaborated. The conclusion does not
differ from the previous one, but it allows seeing that the above trend will continue in the
next years. If in 1950 almost half of the population was classified as rural, fifty years later
only around 20% of the population was included in this category.

'"® |n the European Union the rural communities are defined accordingly to the density of the
population, with the limit of 100 inhabitants per square kilometre. This way, those regions having
over fifty per cent of the population living in rural communities are classified as essentially rural,
those having between 15% and 50% of the population in rural communities as relatively rural, and
the rest, as essentially urban. The OCDE uses another classification that is also based on the density
of the population.
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Table 2.12 Distribution of population by municipalities according to their size

1960 1981 1991 2001
Number of inhabitants
Rural 4,440,868 3,246,009 3,079,009 2,997,457
Intermediate 8,778,278 6,868,725 6,581,871 6,653,954
Urban 17,373,790 27,631,526 29,802,992 31,195,960
Total 30,592,936 37,746,260 39,463,872 40,847,371
Percentage of population in every group
Rural 14.52 8.60 7.80 7.34
Intermediate 28.69 18.20 16.68 16.29
Urban 56.79 73.20 75.52 76.37
Number of municipalities
Rural 6,763 5,893 5,985 5,944
Intermediate 2,016 1,589 1,509 1,514
Urban 423 540 583 650
Total 9,202 8,022 8,077 8,108
Percentage of municipalities in every group
Rural 73.49 73.46 74.10 73.31
Intermediate 21.91 19.81 18.68 18.67
Urban 4.60 6.73 7.22 8.02

Source: Author’s calculations based on INE

Moreover, it is worth mentioning that the rural demographic decrease is aggravated by its
own effects: the increase of the population ageing and the decrease in the fertility rate
lead to a negative growth (Camarero, 1991). In any case, the process of depopulation in
the rural areas implies that there is not a critical body to carry out development initiatives
or even to maintain the basic public services (Regidor, 2000), due to the impossibility to
achieve enough return because of the small number of inhabitants (Molinero, 1999).
Nevertheless, in the last years there have been some changes in the migration trends.
Now, there is an important percentage of migration from rural municipalities that is not
directed towards urban areas, but towards intermediate municipalities. This trend can be
observed1;'n the increase of inhabitants in the intermediate municipalities between 1991
and 2001".

' Molinero (2002) explains that in this period, there were 754 intermediate municipalities that lost
211,000 inhabitants and 846 municipalities that gained 391,556 inhabitants. The net balance is an
increase of 391,556. In the case of the rural municipalities, 1,538 increased their size and gained
140,000 inhabitants and 4,367 lost 235,686 inhabitants.
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Figure 2.17 Rural and urban population trends
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There are two characteristics of the rural population that are mentioned as very important
for its future evolution (Table 2.13). The first is the ageing of the rural population, that is
bigger than the one mentioned before in the first section for the total population. This is a
direct consequence of the migration process that is usually done by the youngest group. In
2001, in the rural areas more than 28% of the population are more than 65 years of age,
whereas the youngest group only represents the 11.8%. In the other extreme, we have the
urban municipalities, where the oldest people represent only 15.6% of the population. The
first group is above the national average and the second one is below the national average.

Table 2.13 Ageing and male index according to the size of the municipalities, 2001

Size of the % of young % of adult % of old people Male index (1)

municipality people people

Rural 11.8 60.1 28.2 104.8
Intermediate 15.8 65.1 19.2 100.2
Urban 15.6 68.7 15.6 94.7
Total 15.4 67.5 17.1 96.2

Source: Sancho and Reinoso (2003)

Notes: (1) Number of men per 100 women

The other mentioned characteristic is related to the proportion of men and women in the
population, and it is also related basically to the migration process. In Spain, women have
moved more than men from rural areas to urban ones, mainly because in those rural areas
they have had more difficulties to find a job (Camarero, 1991 and 2002). If in the total
population for every 100 women there are 96 men, in the rural area this index reaches
104.8 (this index is 116 for the municipalities with less than 100 inhabitants). This has been
a problem in some rural areas to form couples and to regenerate the social network.

SSPE-CT-2006-0044201 (STREP) 40



Deliverable 8.3

CARLED Development of socio-economic and
agricultural structures in selected rural
Structural Change in Agriculture - - - -
and Lo regions in Spain after EU accession

Traditionally, the active population of rural areas has been linked to the agricultural
economic activities. But this is changing in Spain, and rural areas are suffering a process of
diversification of their economic activities, mainly towards construction and services
activities. Taking into account, that the activity rate grows with the size of the
municipality, women present in general (and particularly in rural areas) a smaller rate of
activity. Using the information coming from the last population census?® (Table 2.14), it
can be seen that the agriculture concentrates the biggest proportion of occupied people in
the rural areas, but with a decreasing trend, as it was already evident in the census of
1991 (MAPA, 2004).

Table 2.14 Employment in different sectors by size of the municipality, 2001

Agriculture  Industry Construction Services Total
Number of occupied
Rural 221,593 198,347 155,265 488,687 1,063,892
Intermediate 331,097 551,420 384,786 1,273,415 2,540,718
Urban 482,094 2,248,891 1,376,642 8,617,476 12,725,103
Total 1,034,784 2,998,658 1,916,693 10,379,578 16,329,713
Percentage of participation of every economic sector
Rural 20.83 18.64 14.59 45.93 100
Intermediate 13.03 21.70 15.14 50.12 100
Urban 3.79 17.67 10.82 67.72 100
Total 6.34 18.36 11.74 63.56 100

Source: Author’s calculations based on MAPA (2004)

In rural areas more than 20% of the occupied people are working in agriculture, more than
13% in the case of the intermediate areas, and almost 4% in the case of urban areas. The
construction sector occupies also more people in rural areas. Garcia Sanz and lzcara (2000)
relate this circumstance to the modernization process that is taking place in rural areas
(increase in the endowment of infrastructures, recovering of old buildings, improvement of
housings, etc.). In correspondence with this situation, the services sector has less relative
importance in the rural areas.

20 Garcia Sanz (2002) using the Survey of Active Population in 2000 finds similar conclusions.
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3 AGRICULTURAL AND RURAL POLICIES

Traditionally, the public sector has intervened in the rural sector. The measures of
economic policy that could affect the agricultural sector and the rural areas are mainly
included in two kinds of policies: sectoral or territorial. In the first group is the agricultural
policy and in the second one the regional or rural policy. Moreover, along the time there
has been a certain change of trend, in such a way that during the eighties the sectoral
approach has dominated, and the policies were more oriented towards the agricultural
sector, as this one was the sector that concentrated most of the employment and the
income of rural areas. It was understood that supporting the agriculture, a development of
the rural areas could be obtained. But researchers and also politicians have found, in many
occasions, the evidence that the agriculture policy has not been able to avoid the decline
of many rural areas, as it has happened in the EU. This had led to changes in the approach
of the development of those areas that is increasingly based on more territorial policies
and measures (Murua et al., 2005). This change is evident when analysing the evolution of
the CAP and its second pillar at the end of the nineties.

In relation to the Spanish case, before the integration into the EU, the regional
development policy had an urban and industrial bias, and then, the impact in the rural
areas was small because it reinforced the trends to the concentration of industrial
activities in some areas (Regidor, 2000). Moreover, the little amount of financial resources
assigned to the regional development policy was another element that explained the small
impact obtained (Cuadrado and Mancha, 1996). Then, it was the agricultural policy which
had more effects in the rural areas. But, after the incorporation into the EU, the Spanish
rural sector has been affected but both the agricultural and regional policy, as at the EU
level, the regional and the rural policy have become more important.

This section describes the main the agricultural and rural development policy measures,
and tries to understand the effects of such policy measures on Spanish rural areas.

3.1 Rural development policy during the last 25 years?'

During the last 25 years, the rural development policy has changed in the objectives, ways
and possibly the obtained results. It is true that the circumstances in every period have
been different, showing a problematic changing that needs to be answered by the public
sector.

Regidor (2000) distinguishes three stages in the evolution of the rural development
policies, depending on the emphasis done in different aspects, along the last thirty years
of the last century. The first one, during the seventies, the approach was the integrated
development that made reference to the integration that the rural development
programmes had to make of the objectives and administrative and technical structures. It
was a conception based on the pluri-activity of the farmers. Later on, in the eighties, the
endogenous development was the main approach. It was important to make use of all the
resources in the rural areas, resources that could be natural, economic or cultural. The
local community was responsible for using the potential development and to lead the
process of structural change. Finally, in the nineties (and it could be said that until now),
the main approach was the sustainable development, that is, based on an adequate
management of the natural resources and with the generation of economic activities that
respect the environment, but taking into account social, economic and ecological factors.
For the author, this approach finds many difficulties in its application to real cases

21 Much of the content of this sub-section is based on MAPA (2003).
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because the productivistic tendencies of the economic strategies of many agents (from
institutions to farmers).

3.1.1 Until the incorporation of Spain into the European Union

As it has been pointed out in the first section of this document, from 1980 to 1985 the
Spanish economy is immersed in a transition period, and the end of the economic crisis of
the seventies. Moreover, some legislative changes occurred, linked to the democratization
process that was taking place at general level. The main objective of these changes was to
allow the sector to adapt to the new economic and political situation.

In general terms, the Spanish agricultural policy before the integration of Spain into the EU
was based on prices and market policy, managed by the Fondo de Ordenacion y Regulacion
de Productos Agricolas (FORPA) and the Servicio Nacional de Productos Agrarios (SENPA)
and the structure policy managed by the Instituto de Reforma y Desarrollo Agrario (IRYDA)
and the Instituto para la Conservacion de la Naturaleza (ICONA).

At that time, there was not a proper rural policy, but rather a series of public investments
(Beaufoy et al., 2002). They were mainly concentrated on the improvement of the
agricultural structures that could be summarised in the irrigation policy, land
consolidation, and reforestation of marginal land. There were small programmes for the
incorporation of young farmers, the protection of family farms, a quality policy through
the protected designation of origin and conservation of natural resources.

In order to have some idea of the importance of such measures, in the Table 3.1 the total
subsidies paid by the MAPA in 1981 are included®. The first thing to consider is the total
volume of aids, which supposed less than the 3% of the total agricultural production value.
As it can be seen, the improvement of the agricultural production and the
commercialization and surplus measures account for more than 90% of the total subsidies.
Other questions, as social and managerial improvements and infrastructures received less
support from the agricultural authorities.

Table 3.1 Subsidies paid by MAPA, 1981

Millions € %
Infrastructure and agricultural buildings 9.64 3.7
Improvement of the agricultural production 177.47 67.4
Commercialization and surplus measures 64.99 24.7
Industrialization 2.84 1.1
Social, managerial and other improvements 8.47 3.2
Total 263.41 100.0

Source: La agricultura, pesca y alimentacion en Espaia. 1981. MAPA

Another way to analyse the public intervention is to consider the amount of agricultural
public investment. In this respect, and using information relative to 1981 and 1985, it is
outstanding the concentration that occurs in some kind of interventions. Concretely, it is
very important the big effort during these years to increase the irrigated agricultural

?2 These figures include the production aids.
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land®, measure that concentrates more than 45% of the total public investment in 1981,
and more than 23% in 1985. There are other measures that are also important, as the
reform of agricultural structures with a participation of more than 15%. In this period, the
contribution of the public sector to the total agricultural investment went down from 25%
to less than 20%.

Table 3.2 Public agricultural investment

1981 1985

Millions € % Millions € %
Transformation in irrigated agricultural land 181.73 45.9 118.63 23.4
Reform of the agricultural structures and rural
development 67.24 17.0 83.67 16.5
Protection and improvements in the rural areas 64.49 16.3 44.21 8.7
Improvement of the production 46.02 11.6 32.52 6.4
Commercialization, industrialization, = market
regulation 18.06 4.6 33.97 6.7
Agricultural research 5.35 1.4 10.45 2.1
Other measures 12.71 3.2 182.78 36.1
Total public investment 395.6 100 506.2 100
Total private investment 1,186.4 2,271,8

Source: La agricultura, pesca y alimentacion en Espafia. 1981 and 1985. MAPA

For some authors (Bueno, 1983), none of these measures had an important effect on the
structural change, because short-term actions were priority to solve eventual problems. In
the last years before the integration into the EU, the measures adopted were directed to
be transition measures to the application of the communitarian normative (Regidor, 2002).

3.1.2 The rural development after the integration into the EU

After the integration into the EU, the Spanish agricultural, regional and rural policy is
mainly based on the European policy. The integration took place in a very changing
moment for the EU in general, and for the agricultural policy in particular. In the eighties,
the generation of continuous agricultural surpluses and the increasing cost of the CAP,
pushed the European authorities to change the orientation of the agricultural policy, that
was going to mean a reduction in the protection and the support to the sector. But, the
European Commission knew that the main affected agents would be located in less
favoured areas, and in order to compensate the difficult situation that this change could
represent for many rural areas, a hew approach was adopted, the integrated development
approach (Viladomiu, 1994). For this reason, in 1988 the reform of the structural funds was
carried out, with an increase of the budget dedicated to the funds. One of the main

% Cefia and Ramos (1997) justify this concentration arguing that the Spanish agriculture has higher
production costs than the agricultures of the North of Europe, in part due to the need for irrigation
in order to have comparable yields.
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changes that this reform implied was the orientation of the policy, from a sectoral
approach to a territorial one, as it was mentioned before. The European Commission
changed the message, and from speaking about agricultural development, it went to rural
development, that had been based not only on the agricultural activities. It is also at this
time when at European levels the environment started to be a matter of concern.

From that moment, the development policy was instrumented in programming multi-
annual periods. These periods were: 1989-1993, 1994-1999 and 2000-06. The member
states were responsible for the identification of the different regions included in every
objective and to define the main actuations to carry out in every one. In order to have an
idea about the Spanish participation in the total amount of resources that at EU level were
oriented to the structural funds, the distribution of the structural and cohesion funds
among the different objectives at national and Community level are included in the Table
A3.1.

3.1.2.1 First programming period (1989-1993)

The 1988 reform of the structural funds supposed a series of changes, from which it could
be distinguished: the increase in the amount of funds and the concentration in some
objectives. This concentration was very beneficial for Spain, due to the relative
seriousness of its regional inequalities in the communitarian context (Mancha and
Cuadrado, 1996).

The five fundamental objectives, which will be valid until 2000, could be classified
according to its territorial character. The interventions of the structural funds are
concentrated on three regional policy objectives, which account for 85% of the funding.
These objectives are Objective 1 for regions where development is lagging behind,
Objective 2 for the adjustment of regions worst affected by industrial decline and
Objective 5b for structural adjustment in rural areas. Three objectives are applied
Community-wide, having no geographical limitations: Objective 3 focuses on long term and
youth unemployment, Objective 4 assists the adaptation of workers to industrial change,
Objective 5a promotes adjustment in the agricultural and fisheries sectors.

In the case of Spain, most of the funds were concentrated on the Objective 1 regions
(where the 58% of the Spanish population was living). With the information coming from
the EC (1997), the total amount of resources dedicated to the five objectives was 13,100
millions of ecus (almost the 21% of the resources available for all the community), and
these regions accounted for more than 77%. For the Objective 5b (highly related to rural
areas) a 2% of the total funds were assighed.

The practical implementation consists of the elaboration of the Community Support
Framework (CSF), where the operative programmes and the priority axes are included. One
of those was directed towards agriculture and rural development.

The CSF of the regions Objective 1 (1989-1993) had as basic purpose to prepare these areas
for the European Single Market and the reduction of the differences* between the Spanish
regions and other member states. The actions were concentrated around seven axes, one
of which was agriculture and rural development (almost 15% of the total public expenses of
the programming period were allocated for this axis).

Additionally, some specific measures directed towards rural areas were included, in axis
2.1 of aids for industry and artisan work. The axis for agriculture and rural development
was divided in 5 sub-programmes, with different importance in the budget (Table 3.3).

** To be an Objective 1 region it was needed to have less than 75% of the European average PIB per
head.
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More than half the budget was dedicated to the improvement of the production conditions.
The second most important sub-program was the improvement of effectiveness of the
agricultural structures and of the conditions of transformation and commercialization of
agricultural products that concentrated more than 30% of the total resources. The other
three sub-axes, related to the environment, improvement of quality and diversification
received jointly less than 20% of the funds.

Moreover, for the regions included in the Objective 5b, a Development Program for Rural
Areas was approved. The areas included in this Objective are rural areas with smaller level
of development than the average of the region where they are included, and, in this sense,
they are similar to the regions Objective 1, but the regions where they are included are
more prosperous. The program is structured around 6 axes. The first four ones coincide
with the aforementioned for the CSF for the regions Objective 1. Additionally, it includes
the diversification of economic activity and improvement of basic infrastructures, and the
valuation of human resources. The contribution of the structural funds was €1,481 millions
of which more than 67% corresponds to EAGGF Guidance.

Table 3.3 Budgetary distribution for agriculture and rural development sub-
programmes, 1989-1993 (€ million)

EAGGF

Sub-axes : ESF EFRD TOTAL %
Guidance

1. Improvement of the production conditions 457.1 162.5 619.6 50.9

2. Protection environment and conservation 78.1 78.1 6.4

of natural resources

3. Improvement of the effectiveness of the

agricultural stryctures and of thg ;onQItlons 372.7 3727 30.6

of transformation and commercialization of

agricultural products

ft. Reorientation qf the production and 54.7 54.7 4.5

improvement of quality

5: Actions relat1ye to professional training and 92.0 92.0 7.6

aids to contracting.

TOTAL 962.6 92.0 162.5 1,217.0 100

Source: La agricultura, la pesca y la alimentacién espaiola en 1989. MAPA

Additionally, there were the compensatory payments, directed to the agricultural less
favoured areas. From 1989, the application area has been enlarged to consider areas with
danger of depopulation. In this period, there were more than 3,000 mountain
municipalities with 20,780 thousand hectares (around 40% of total national territory) and
more than 2,800 municipalities with danger of depopulation that concentrated more than
18,000 thousand hectares (35.8% of the total national), and jointly received a total amount
of aids of 300 million euros.

For Gonzalez (1990), some of these programmes have reached notable results. For
example, between 1989 and 1990, inside the sub-program 3, there were almost 17,000
farms included in the program of improvement of the effectiveness of the farms, and more
than 8,000 young farmers were incorporated into the agricultural activity with a total
investment of 35,000 million pesetas. The main problems of the practical implementation
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of the CSF were derived from the new development of multi-annual programmes, and the
lack of administrative background. However, it can be considered that its application has
been positive for these areas.

At the end of the eighties in the EU, a new approach to rural development in less favoured
areas started. The LEADER initiative came up, with an innovative way to understand and
focus rural problems. An ascendant, territorial and integrated approach is used in the
LEADER method that implies a new direction for the rural development. It was dedicated
specifically to motivate the development of rural areas, with a character of pilot
experience. The main objective of this initiative is to motivate the endogenous resources
of the rural areas and the search of different alternatives to agriculture for the rural
development, alternatives that could provoke new resources and introduce innovative
activities in the rural society (Sancho, 2002).

The measures that could be adopted have as common objective to promote the economic
diversification of the areas and improve the living conditions and wellbeing of their
inhabitants, and additionally to improve the level of training (Beltran, 1991 and 1994). Its
application area were Objective 1 and 5b regions. Fifty-two rural areas were selected with
a total 81,855 km2 and 1,854,305 inhabitants, with an average density of population of
22.6. Most of them were situated in less favoured areas with development problems (high
unemployment and high active agrarian population rates). The basic indicators are
summarised in Table A3.2.

The investment initially predicted was 263 millions of euros, although finally it reached
387, mainly due to the increase in the private participation. From this final amount, the
27% was financed by the structural funds (EAGGF Guidance, European Regional
Development Fund, ERDF and European Social Fund, ESF), the 20% was financed by the
national public administrations (central, autonomous and local), and the rest was provided
by the private initiative.

The approved programmes are oriented to the promotion of rural tourism (51%), to the
valorisation of local agricultural products (15%), to the promotion of products elaborated
by rural artisans and the rest to training and other activities (Atienza, 1992). The tourism
investment generated 2,850 labour posts and more than 30,000 places of rural tourism,
and the second activity in order of importance, the promotion of products of rural artisans
amounted to the creation of more than 7,500 labour posts, with an average investment of
10.9 million pesetas (Sancho, 2002).

One of the most important contributions of the LEADER program was to start a new way of
promoting the rural development, with the creation of a new association figure, the local
action groups (Pérez and Giménez, 1994). Moreover, it is also very well considered the
acceptance that this kind of initiatives has got in rural areas. However, the final evaluation
has showed that some of the objectives have not been reached, as the mobilisation of the
local population or the innovation character of the approved projects. For the CEMAC
(1999) one of the reasons that could help to explain this result is the lack of experience of
the public authorities to share responsibilities with other sectors.

In general terms, it has been estimated (EC, 1997) that in the absence of structural funds
support, the Spanish GDP growth would have been, on average, almost 0,25% a year lower
during this programming period. For the European Commission much of the significance of
structural assistance for growth comes from the fact that it tends to be concentrated on
investment, and on human and physical capital. Sosvilla and Herce (2004) computed that
the total effect on the level of employment was an average impulse of 1.22% over the
benchmark scenario.
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3.1.2.2 Second programming period (1994-1999)

Before starting with the exposition of the main measures included in this programming
period, it is convenient to frame the situation of the sector and the policy. First of all, it is
important to point out that in 1992 took place the Mac Sharry reform of the CAP. This
reform consists, basically, in the reduction of the guarantee prices of the main agricultural
continental products, reduction that is compensated with the introduction of a system of
direct aids and the so-called accompanying measures. The direct aids turn into the basic
instrument of protection of the incomes of the agricultural population (Arnalte, 2002).
Moreover, in the Spanish case, the Ministry has a new report about the rural development
in Spain. This report (MAPA, 1992) underlined some of the main drawbacks of the rural
areas: the level of wellbeing is smaller than in urban areas and the possibility to improve
the situation was limited by demographic conditions, the characteristics of the agricultural
economy, the difficulties for the diversification of activities, the deficient conditions of
commercialization of the elaborated products in the rural areas, and a scarce level of
professional qualifications. To cope with this situation, the report suggests developing an
active policy in the promotion of activities in the rural areas to have complementary
alternatives to the agricultural economy.

In this programming period the CSF in the Objective 1 area was articulated around 10
integrated operational programmes (one for every region in Objective 1), one multi-
regional operational program for the interventions in areas belonging to Objective 5a and
another multi-regional one for the economic development and diversification in rural
areas. For the regions included in the Objective 5b, seven Single Programming Documents
(SPD) were approved, one for every Autonomous Community with rural areas included in
this objective. There were horizontal (except for Navarre and the Basque Country that
have their own ones) programmes for the implementation of the accompanying measures
approved in the reform of the CAP. And there was an additional program for the improving
of production structures.

The CSF in the regions Objective 1 affected 78% of the Spanish territory and the 59% of the
total population. It had as priority objectives the development of infrastructures, the
improvement of human resources and quality of life, the support for researching,
development and innovation, and the modernization of the productive sector. Again, the
intervention in agriculture and rural development was concentrated around two axes, 2.1
Agro-food industry and structural measures and 4 Agriculture and rural development (this
axe concentrated the 8% of the total budget of the CSF). The financial contribution of the
EAGGF Guidance rose to ECU 3,455 millions.

In relation to the regional operative programmes, the main objectives were the
improvement of the infrastructures of the agricultural production, the protection and
conservation of the natural resources, the restructuring and improvement of agricultural
quality and diversification of the activities. In general, most of the Autonomous
Communities dedicated a big proportion of the funds to the improvement of the
infrastructures, to the modernization of the farms and support investments for the
improvement of the commercialization of agricultural products.

The evaluation of this CSF shows that the interventions have contributed to the reduction
of regional disparities, the development of basic infrastructures, social equipments and
have stimulated the rural tourism.

In this period, the areas under the Objective 5b accounted for 16.8% of the national
territory and reached 4.4% of the population. Each one of the Autonomous Communities
with rural areas under this consideration presented a SPD. The financial contribution of the
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different structural funds was: ECU 422.8 million for EAGGF Guidance, 189.6 for ERDF and
76 for the ESF.

In this case, every Autonomous Community presented its own objectives that could be
summarised in the next ones: the diversification of the economic activities, the creation of
employment and the improvement of the quality of life in rural villages in order to avoid
the depopulation of rural areas, the conservation of natural resources and the increase of
the income of rural population. These objectives were articulated around five priority
axes: infrastructures, diversification and creation of employment, protection and
conservation of natural resources, improvement of rural habitat, and human resources. As
in these rural areas the agricultural sector has a relative high importance, an important
proportion of funds were dedicated to the improvement of infrastructures and to support
investments for the improvement of the commercialization of agricultural products, as in
the Objective 1 regions. In this case, the impacts are conditioned by the scarce budgetary
endowment (considering the period 1994-99, from the total investment realized by the
MAPA in the frame of the programmes from CSF and SPD, only 17% corresponds to
Objective 5b areas). Anyway, the global valuation has been positive, mainly for the
agricultural sector that has taken advantage of the executed investment, so that the
competitiveness and profitability of the agricultural holdings and farms improved in a
significant way.

In relation to the program to improve production structures, the objective was to regular
some actuations in order to face up some of the main problems of the agricultural sector,
as the ageing of the farmers, the abandonment of less favoured rural areas or the scarce
competitiveness of farms. It tried to contribute to the improvement and modernization of
the farms by means of the technical-economic optimization and reorganization of the
productive structure, taking into account at the same time measures directed towards the
generational change and the reduction of production costs. The main two activities
considered (with a big concentration of the budget) were the investments in agricultural
holdings and the installation of young farmers.

The accompanying measures approved as a part of the reform of the CAP in 1992
established the possibility that the EAGGF Guarantee could finance measures with a
structural character with the objectives of promoting methods of production compatible
with the environment and the protection of natural resources, the farmland afforestation
and the early retirement form agricultural activity. The total public funds dedicated to all
these programmes (see Table A3.2) were around €1,200 million. The European fund
financed, on average, more than the 70% of this amount.

The farmland afforestation measure concentrated the 62% of the total budget dedicated to
the three measures. The forecasts were more optimistic than the results showed, and
finally more than 430 thousand hectares have been afforested. The main problems have
been the important drought that Spain suffered in the first years of the period, and some
financial difficulties. The agri-environment measures accounted for 30% of the total public
expenses. The program consisted of two kinds of measures: horizontal measures for all the
national territory and measures for some selected areas, among which a big importance is
put on sensible areas from an environmental point of view. This program had more than
70,000 beneficiaries and affected to more than 1,700 thousand hectares. The third
measure, early retirement, accounted for a 8% of the budget, and the effect was irregular
among regions, but in any case very significant. Only around 8,000 farmers had access to
this aid.

Finally, about the compensatory payments, the assigned public expense was €315 million.
In this period, it affected to the aforementioned municipalities (there were no significant
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changes in the covered area), but additionally it included the areas with specific
limitations.

Due to the elevated level of acceptation of the LEADER I, in this period program it was
recommended to continue with this communitarian initiative. But, this time, the
Autonomous Communities participated as intermediate organism, and this was the reason
why the initiative was articulated in Spain around a national framework and 17 regional
programmes.

The program had a total funding of more than €1,000 millions (see its basic indicators and
distribution among organism in Tables A3.3 and A3.4). The measures were classified in four
groups. Measure A was dedicated to acquisition de capacities. Measure B included rural
innovations programmes, rural tourism, commercialization of agricultural production,
improvement in the environment, etc. Measure C included trans-national cooperation
programmes, and Measure D monitoring and evaluation.

Again, among the most valued ones, it could be found that this initiative allows the rural
areas to access to financial resources and technical support, the development of new
associations forms, the integrated approach and its influence in the management of other
programmes of rural development.

This second phase has been characterised by the development and consolidation of this
kind of public intervention in the rural areas, although with cooperation structures that
are dependent on the availability of public funds (MAPA, 2004). In this period the LAG have
paid less attention to tourism activities, although it keeps on been the main activity. The
small firms and artisanal activities and the valuation and commercialization of local
products have received more attention in this reorientation of the investments (Esparcia,
2001). In this period 19,928 jobs were created, although a lot of them have a temporary
character (38%), and more than 2,500 new enterprises were constituted (Sancho, 2002).

As many groups did not have access to the LEADER initiative, mainly because of the lack of
budget, Spain proposed to the Commission the development of a national programme, in
the framework of the regional development programmes of regions Objetive 1, named
PRODER (Programa de Desarrollo y Diversificacion Econdmica de Zonas Rurales). That was
mainly used to fund the development projects that could not access to LEADER funding. It
had validity for the period 1996-1999. The objectives that tried to obtain were the
endogenous development, maintenance of the population, the rise of the income level and
the conservation of natural resources in some areas of the regions Objective 1 that had not
been beneficiaries of the measure B of LEADER II.

Using the information supplied by MAPA (2006) that is included in the Table A3.5, we can
analyse how all the public aids related to rural development have been distributed among
different measures. In the next Table 3.4 we have summarized such information. First at
all, we can see that the regions Objective 1 concentrated around 78% of the total public
expenses, with higher participation in income aids and environmental improvements, and
smaller one in economic diversification of rural areas.
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Table 3.4 Distribution of public support among measures and regions. Programming

period 1994-1999 (1)

% Every group % . Total
Measures national
01 N-O1 Total O1 N-O1

Income aids 6.2 4.4 5.8 83,5 16.5

Compensatory payments 6.2 4.4 5.8 83.5 16.5
Improvement of structures 55.9 57.0 56.1 77.9 2.1
& omprovement of - productive 231 1.4 221 819 181

b. Improvement of agricultural structures  15.1 12.3 14.5 81.6 18.4
transtormation structures | O 7.7 263 195 707 293
Environmental improvements 26.4 15.5 24.0 86.0 14.0

a. Agri-environmental measures 5.2 2.3 4.6 89.1 10.9

b. Forestry and environmental protection 10.0 11.3 10.3 76.1 23.9

c. Farmland afforestation 1.2 15 9.2 954 3.6
Economic diversification of rural areas 10.7 22.3 13.2 63.4 36.6

a. Technical support 1.8 5.8 2.7 52.7 47.3

b. Rural tourism and artisanal activities 3.2 1.7 2.8 86.9 13.1

c. Small rural enterprises 2.2 1.2 2.0 86.9 13.1

d. Rural and cultural heritage 3.4 13.4 5.6 47.8 52.2

e. Other lines of actuation 0.1 0.1 0.1 78.4 21.6
Training 0.8 0.8 08 795 20.5

a. Agricultural training 0.0 01 0.0 44.2 55.8

b. Training on diversification 0.8 0.7 08 81.6 18.4
TOTAL 100 100 100 78.3 21.7

Source: Author’s calculations based on MAPA

Notes: (1) O1 for regions Objective 1, NO1 regions outside Objective 1

Moreover, it can be seen that in all regions the most important measures are related to the
improvement of structures, being the main one, in regions Objective 1, the improvement
of productive infrastructures (around 56%), and, in regions outside the Objective 1, the
improvement of the commercialization and transformation structures. In regions Objective
1, the second most important measure is related to environmental improvements, mainly
afforestation. In the other group, the measures related to economic diversification have a

significant participation.

3.1.2.3 Third programming period (2000-2006)

In 1996, it was approved the Cork Declaration that established the rural preference as a
priority on the European policies, and the necessity of using similar approach similar to the
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established one for LEADER initiative, that is to say, a simpler and more integrated rural
development policy. After some discussions, the Commission agrees to carry out a reform
of the structural funds and to change the existing consideration about rural development
policy. The approval of the Agenda 2000 in 1999 led to important changes in the CAP and
Structural and Cohesion funds. This CAP reform has the multifunctionality concept of the
European agriculture as one of its objectives. Moreover, in this programming period the
Mid Term Review of the CAP took place in 2003.This strengthened rural development policy
both in scope and financial resources. There were some triggering events: the
incorporations of new member states, the international context and the negotiations in the
World Trade Organization, the loss of social legitimacy of the CAP, the concern about the
environment and some alimentary crisis. This was the deepest reform of the CAP which
denotes somehow the end of the CAP, as it was known until such moment (Garcia Grande,
2005).

The reform of the structural funds reduced the number of priority objectives. They are two
regional objectives (1 and 2). The Objective 1 is to support regions lagging behind in
development and having a per capita GDP of less than 75% of the Community average, and
Objective 2 to support areas facing structural difficulties. The Objective 3 is dedicated to
support the adaptation and modernization of policies and systems of education, training
and employment. The EAGGF fund will provide co-financing for rural development
measures under both Objective 1 and 2.

In relation to the development of the rural areas, the main changes have been the
inclusion of the rural development policy as the second pillar of the CAP and the
Regulation 1257/1999 about aids to rural development. This regulation included the
accompanying measures of the reform of 1992 jointly with the compensatory payments,
and the measures for promoting the adaptation and development of rural areas (art.33). In
this period, the agri-environmental measures have a bigger prominence. The new
regulation considers the relationship between agricultural activity and rural development
in a more integrated way, underlining the changes introduced in the concession of
compensatory payments and in the measures dedicated to the restructuring of agricultural
and rural activities (Bardaji, 1999).

The financial framework in the Spanish case was established, in general terms, in the next
way (EC, 2002a and 2003). In the regions Objective 1 the CSF accounted for 10 regional
integrated operational programmes (one for every Autonomous Community and one
additional one for Ceuta and Melilla) funded by EAGGF Guidance, ERDF and ESF, and an
operational programme to improve agricultural structures and production systems funded
by the EAGGF Guidance. In the regions outside Objective 1, seven rural development
programmes (one for each Autonomous Community outside Objective 1) funded by EAGGF
Guarantee, and one rural development programme to improve production structures
funded by EAGGF Guarantee (except Navarre and the Basque Country). And there was a
horizontal rural development programme for accompanying measures in Spain funded by
EAGGF Guarantee (except Navarre and the Basque Country).

In the regions Objective 1, the CSF presents some changes from the previous ones in
relation to the priorities, and three new axes have been included: communications and
knowledge society, and local and urban development. Axis 7 keeps on been agriculture and
rural development, with the priority activities having as objectives to promote the socio-
economic development but considering sustainability. Around 8% of the total
communitarian funding has been assigned to this axis. The measures are classified in nine
groups: management of water resources, development and improvement of infrastructures
for agricultural production, investment in agricultural holdings, setting up of young
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farmers, endogenous development, recovering of capacities after natural disasters,
agricultural training, services to the farms and commercialisation of agricultural quality
products, and endogenous development of rural areas with non-agricultural activities. All
of them are funded by the EAGGF guidance, with the exception of the last one that is
funded by the ESF.

In the regions outside Objective 1, the rural development programmes present some
continuity with the strategies proposed in the previous programming period. And this
implies that the majority of the measures have an agricultural character. These regions
have applied, at different levels, a selection of twenty three measures, where they are
included, among others: training, improving processing and marketing of agricultural
products, diversification of agricultural activities, land consolidation and tourism and
artisanal activities.

The horizontal programme of improvement of agricultural structures was implemented
with the objective of fixing population in the rural areas, for which it is important to
modernize the agricultural holdings. There were four priority areas that were articulated
through four measures: management of water resources (with around 53% of the total
public funding), investments in agricultural holdings (29%), setting up of young farmers
(17%) and evaluation, control and information (1%).

The horizontal programme of accompanying measures is funded by EAGGF Guarantee. In
this programming period the compensatory payments are included as an additional
accompanying measure. The amount of resources (Table A3.2) of public expense has
almost duplicated from the previous period. But there are differences among measures.
So, the biggest beneficiaries have been the early retirement and agri-environmental
measures, with an increase of more than 470% and 345%, respectively.

In relation to the agri-environmental measures (that in this programming period are of
binding on all member states), there are nine actuation lines related to the problems that
they try to solve. These lines are extensification of agricultural production, protection of
the countryside and practices for preventing fires, water saving up and promotion of
extensive production, integrated management of farms, special systems of activities with
high environmental interest, protection of the flora and fauna in wetlands, fight against
erosion in fragile areas, environmental techniques for the use of chemical products, and
protection of endemic vegetal species in danger of erosion. Each Autonomous Community
has chosen those measures that are better adapted to its environmental own problematic.

In relation to the early retirement the pursued objectives were to rejuvenate the
agricultural population, to increase the size of the farms, to maintain the acquisitive
power of the farmers that wanted to retire and diminish the surplus because of the
dedication of some agricultural land to non-agricultural purposes. It is supposed that for
this period around 15,000 farmers will adopt this measure.

As it has been said before, the accompanying payments measure affects around 6,000
municipalities. As almost 80% of the Spanish area is considered as susceptible to receive
these aids, the amount received by every farm has always been small, and it has been
considered more as an income complement than as an agri-environmental instrument
(Atance, 2006). It is supposed that around 145,000 recipients will receive some aid coming
from this programme, and that 12 millions of hectares will be affected.

Finally, the measure with less weight in the budget, the farmland afforestation, has as
objective to increase the woodland by 150,000 hectares.

In this programming period the communitarian initiative is called LEADER +, an in this
occasion emphasis is made in the development of four subjects: use of new knowledge and
technologies, improvement of the quality of life, valuation of local products and valuation
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of natural and cultural resources. Unlike the precedent LEADER initiatives, in this case all
the rural territories could benefit from this programme. The communitarian funding comes
from EAGGF Guidance.

It is articulated around three chapters. Chapter one is mainly dedicated to support
strategies of rural development (some priority will be given to the programmes with
special focus on women and young people), chapter two includes the support for the
interregional and international cooperation of the LAG, and chapter three is dedicated to
the integration in an information and training network for all the rural areas.

The measures than can receive subsidies in this context are grouped around four axes:
development strategies, cooperation, network integration and management, follow-up and
evaluation. LEADER+ is articulated through a horizontal programme coordinated by the
MAPA (that includes the interregional programmes and the network integration) and 17
regional programmes, one for each Autonomous Community (that develops the other three
axes). In this period 145 LAG (of which five are interregional) have participated,
representing to 3,741 municipalities.

In this programming period there was also a PRODER programme, but it was designed as a
group of endogenous development measures included in the integrated operational
programmes of Objective 1 regions and in the rural development programmes in the
regions outside Objective 1. The origin and amount of funding are then different for the
two kinds of regions. In relation to the precedent programming period, it has more
available funds (Table A3.4 and A3.6).

Finally, and in a similar way to what has been done in the previous chapter, in the Table
3.5 the distribution of the public aids related to rural development policy is included.
Additionally, in this case, we have included the rate of growth of the amounts destined to
every measure between the two programming periods.

In this period, the distribution of the public aids between regions Objective 1 and regions
outside Objective 1 are similar to the previous one, then, the first ones concentrated
around 78% of the aids. Moreover, the behaviour of the two types of regions se has become
more similar. The main measure, in terms of the amount of public aids received, is again
the improvement of the structures (around 57%), and now, in all the regions. The bigger
participation corresponds to the improvement of productive infrastructures, mainly
irrigation aids. The second place is occupied by the environmental improvement aids, with
a significant increase in the regions outside Objective 1. This measure, accordingly to what
has been said before, has increased the received aids and its budget has almost doubled
between programming periods, mainly in regions outside the Objective 1.
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Table 3.5 Distribution of public support between measures and regions,
Programming period 2000-06 (1)

%  Total

% Every group national  Rate of growth (%)

Measures
Tot
01 NO1 al O1 NO1 O1 NO1 Total
Income aids 3.6 4.2 3.7 75.2 24.8 4.2 74.1 15.7
Compensatory payments 3.6 4.2 3.7 75.2 24.8 4.2 74.1 15.7
Improvement of the structures 55.8 61.3 56.9 76.4 23.6 79.2 95.2 82.8
a. Improvement of productive
infrastructures 29.4 27.0 28.8 79.5 20.5 128.3 166.2 135.0
b. Improvement of agricultural
structures 14.6 16.3 14.9 76.0 23.9 72.6 141.6 85.4
c. Improvement of the commerci-
alization and transformation
structures 11.9 17.9 13.2 70.1 29.8 20.7 23.8 21.8
Environmental improvements 30.3 24.4 29.0 81.5 18.4 106.1 185.2 117.4

a. Agri-environmental measures 8.3 10.4 8.7 73.9 26.1 186. 728.9 245.0
b. Forestry and environmental

protection 13.8 10.6 13.1 82.1 17.7 147.8 70.3 129.9
c. Farmland afforestation 8.2 3.4 7.1 89.6 10.4 31.7 307.9 40.2

Economic diversification of rural

areas 9.4 9.0 9.4 77.9 209 57.4 -26.8  28.1
a. Technical support 2.7 2.4 2.6 78.4 19.7 167.1 -25.1 79.6
b. Rural tourism and artisanal

activities 1.0 2.0 1.2 62.3 35.7 -44.2 1121 -22.1
c. Small rural enterprises 0.0 0.8 0.9 0.0 20.9 -100.0 25.6 -21.0
d. Rural and cultural heritage 1.4 2.3 1.6 66.5 309 -27.6 -69.3 -48.0
e. Other lines of actuation 3.5 1.5 3.0 89.9 10.7 5,406 2,287 4,702

Training 0.9 1.1 1.0 73.6 24.6 102.5 162.1 118.7
a. Agricultural training 0.1 0.7 0.3 42.2 57.7 849.0 929.2 893.9
b. Training on diversification 0.8 0.4 0.7 84.7 12.8 77.8 19.6 71.3

TOTAL 100 100 100 77.9 21.9 79.5 81.6 80.3

Source: Author’s calculations based on MAPA

Notes: (1) O1 for regions Objective 1, NO1 regions outside Objective 1

These programmes are considered as rather unbalanced in territorial terms (Beaufoy et
al., 2002) because the majority of the rural development support will tend to be absorbed
my more dynamic farms and areas, whereas the marginal rural areas received little
support.
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3.1.3 Some final considerations

In general, it is accepted that the evolution of the rural development policy has introduced
new functions in the rural areas that could be of social, economic, cultural, environmental
and territorial character. As a consequence, the sources of income have increased and a
diverse activity level among the rural inhabitants has been generated (Plaza, 2006).
Moreover, development policy is contributing to the structuring and creation of a
socioeconomic network in some areas that were dislocated, being the triggering factor the
existence of a rural development program. However, there are some problems. There are
some collectives that are reluctant to these processes, and some others are becoming
excessively politicized. This attitude is minimizing legitimacy and social support to some of
their actuations and it could compromise their future (Ramos and Delgado, 2002).

In some cases, a low participation of the farmers in some of the rural development
initiatives can be seen. That could be explained by their aging, with few expectations of
replacement for new generations and with rents more or less sure coming from the CAP
(Alario and Baraja, 2006). Moreover, it could be added that in many cases the only
possibility to diversify the economic activity is through the industrial transformation of
their products (with the need of big investment and efforts to commercialise these new
products).

In relation to the initiatives LEADER and PRODER, there is a consensus about its capacity to
mobilize private capital and local physical and human resources, and to contribute to some
degree to the reactivation of the less favoured rural areas (Beltran, 1994b and Esparcia,
2000 and 2001). It is considered that these programmes have contributed to very important
aspects, such as upcoming of social, economic and political leadership in rural territories,
the deepening of democratic culture, capacity to take entrepreneurial decisions,
consolidation of experienced technical teams. They could be useful to reach more
territorial policies and a better management of the territories from the very local
communities.

But there are some intrinsic difficulties to the very method (Esparcia, 2004), being one of
the most important the need for a change of mentality of the public people in charge.
Moreover, the interaction between the groups with some success and the local power could
lead to the some conflicts (Sancho 2002). Additionally, there are some doubts about the
possibility of maintaining this model of actuation without the public subsidies, and, in this
sense, it is unknown if an institutional compromise in this respect exists (Garcia Rodriguez
et al., 2005).

In the Spanish case, the rural development policy faces a difficult administrative
management that supposes the existence of some constraints, such as administrative
slowness, high levels of bureaucracy, lack of involvement of private socio-economic agents
and a lack of flexibility and ability to adapt to changes (Sumpsi, 2000). It could be
considered, as an additional difficulty, the existence of Objective 1 and non-Objective 1
regions (Beaufoy et al. 2002) and the need to co-ordinate EU, state and local policy
(Dominguez et al., 2006). Additionally, one of the main criticism to the rural development
policy has been the lack of resources, in relation to the total expenses generated by the
CAP. In general, the direct aids and price support account for, even now, a big proportion
of the total Communitarian expense in rural areas, resources that in many cases do not go
to farmers neither to rural population. This leads to some authors to unsure that market
policy has been the main force driving the structural change observed in the Spanish
agriculture (Lopez, 2002).
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3.2 The CAP as a market policy

It is important at this point to point out what has happened with the first pillar of the CAP.
The practical instrumentation of the CAP is based on the regulation of the internal market
and the establishment of some protection mechanisms to cope with external production.
The regulation of one agricultural product is made using the Common Organizational
Market. Until 1992, the basic element of the Common Market Organisation was the so-
called “institutional prices”. This system, however, led to a series of problems (mainly
surplus of agricultural products and a significant concentration of the CAP budget), which
the Commission tried to solve, between 1984 and 1989, but with no important results. The
Commission (EC, 1991) pointed out that although the budget dedicated to the CAP tripled
in real terms, farmers’ real income has been hardly modified, the active agricultural
population declined by about 35%, and 80% of the support concentrated in the 20% of the
EU farms. As consequence, the Commission supported the reform of 1992. This implied a
reduction of guaranteed prices, and in order to compensate farmers a system of direct aids
was established. Moreover, the Commission put into effect the so-called accompanied
measures, with a more socio-structural component. In 1999 the Agenda 2000 reform took
place. This reform supposed the reduction of some agricultural prices, but compensated
again with the increase of the aids and the increase of the prominence of the rural policy
(second pillar). Finally, as has been mentioned before in 2003 the European Commission
approved the Intermediate reform of the CAP.

The direct aids, in form of different subsidies received by the farms, are an important part
of the income of the farms, as has been showed in the section 2. Using the data coming
from Spanish Fund of Agricultural Guarantee (Fondo Espanol de Garantia Agraria, FEGA), it
could be analysed how these subsidies are distributed among the farms (Tables A3.7, A3.8
and A3.9).

There are some concerns about the distribution of the subsidies. For example, Tio (1993),
in the next year after the reform of 1992, already pointed out that the established system
of direct support for farmers was socially regressive. Also, Fanjul (2005) highlighted that
the richest producers received a disproportionate amount of this support whereas family
farms are not sufficiently supported. In this line of analysis, Regidor (2003, 2004)
distinguishes between commercial agriculture (that comprises a fairly small number of
medium and large size but take the largest share of the overall economic results) and the
territorial agriculture (small size farms). For this author, CAP farm support is directly
proportional to their size, and therefore, the commercial agriculture accounts for the vast
majority of such aid. This has also been pointed out many times by the European
Commission, who in 2002 published indicative figures on the distribution of direct farm aid
(EC, 2002b). There, it was pointed out that in 2000 (prior to the Agenda 2000 reforms),
82% of the Spanish farms received only 24% of the direct aids. Five years later, the
situation is not very different.

In the next Figures, this distribution is presented, for the years 2000 and 2005. As it could
be seen, before the effect of the Agenda 2000, the 54% of the farm receive less than 1,250
€ in form of direct aids, percentage that decreases to 51% in 2005. If we consider the farms
that receive less than 5,000 € these percentages are, respectively, 81 and 78%. But this
majority of farms concentrate a small quantity of direct aids, around 22% in 2000 and 17%
in 2005.

Another way to analyse these data is through the amount of average aid in every group
(Figure 3.2). It is very illustrating to understand the differences among farms. In this way,
the farms in the first group, received on average less than €500, both in 2000 and in 2005,
taking into account that the average amount received by the Spanish farms as direct aids is
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around €4,200 in 2000 and 5,200 in 2005. However, the group with more than €200,000
received on average more than €657,000 in 2000 and more than 547,000 in 2005. This is
the group in which we can observe a reduction of the average amount received by the
producer.

Figure 3.1  Distribution of direct payments among size groups, 2000 and 2005
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Source: Author’s elaboration based on FEGA

We can see that, however, it seems to be an improvement of the distribution of direct aids
because less proportion of farms are located in the groups with smaller amount of aid
received, at the same time, these groups concentrate less proportion of direct aids. In the
other extreme the group with bigger amount of direct aids represents less than 1% but
receives more than 7% of the total amount of direct aids.

Figure 3.2  Average amount of direct payments by producer, 2000 and 2005
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In relation to the sectoral distribution, the next Figure represents it. Mora and San Juan
(2004) and Vega (2005), analysing the Spanish case, conclude that there are important
unbalances in the sectoral and territorial distribution. It can be seen that the continental
production (cereals, cattle, and sheep and goats, all of them products with high
participation in the agricultural production in the countries of the North of the EU)
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concentrates more than 60% of the aids. The only Mediterranean product with a higher
level of participation is olive oil. The other typical products from the Mediterranean
agriculture (wine, rice, tobacco, vegetables) received a smaller amount of direct aids. As
the Spanish regions present a different pattern of specialization, there are also some
inequalities in the territorial distribution of direct aids.

Figure 3.3  Distribution of the direct payments among products, 2000 and 2005
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If we consider the assumed objective for direct payments as a CAP instrument,
theoretically directed to the increase income in rural areas, it could be accepted that
many Spanish rural areas hold on to their population due to these payments (Molinero and
Alario, 1994). Nevertheless, it is also accepted that for different reasons, some of this
support is diverted outside rural areas, as direct payments are received also by farmers
living in urban areas or landowners who also may live in urban areas (Arnalte, 2002).

It is also important to outline that one of the mechanisms of intervention used by the CAP
is the price support. Information about the impact of this kind of measure for the Spanish
agriculture is a rather limited (we have the estimated indicators elaborated by the OECD,
but they refer to all the EU countries). However, there are some papers where we can find
some estimated figures for the Spanish agriculture. Concretely, these papers are Garcia
Alvarez-Coque et al. (1999), Garcia Alvarez-Coque (2003) and one preparatory study for
the second cohesion report commissioned by the European Commission (EC, 2001). Some
additional estimates could be found in Shucksmith et al. (2005). The information is not
homogeneous but it could help to analyse the effect of the price orientation of the CAP in
the Spanish agriculture.

The first one, Garcia Alvarez-Coque et al. (1999), makes reference to 1995. They
estimated the producer support estimate (PSE) for European countries and products. The
results (Table 3.6) show the aforementioned unequal distribution of support between
products, and in a correlative way, the unequal distribution among countries. In order to
have an idea we reproduce part of the table presented by these authors. From the total
PSE of the EU a 9.4% corresponds to Spain. There were significant differences among the
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countries. In the Mediterranean countries, represented by Spain and Greece, the PSE per
AWU, per hectare and as a percentage of gross added value is below the European
average. However, the Northern countries, in general, concentrate an important volume of
the total support and present bigger unitary ratios.

Table 3.6 PSE Distribution among European countries, 1995

Total PSE Total PSE PSE/AWU  PSE/Ha PSE/GAV

(Million ECUs) (% EU PSE)  (ECU) (ECU) (%)
Spain 6,982 9.4 6,416 204 41
Greece 2,740 3.7 4,443 511 35
Ireland 2,482 3.3 11,184 560 76
France 17,769 23.9 16,799 591 59
Germany 12,678 17.0 17,856 731 66
United Kingdom 8,122 10.9 20,226 493 70
EU-15 74,444 100 10,279 514 52

Source: Garcia Alvarez-Coque et al. (1999)

The second paper, EC (2001) analyses the composition of total transfers to the agricultural
sector in some EU countries. For the Spanish case (Table 3.7), the data are summarised in
the next table. The total transfers to the agricultural sector are decomposed in price
support and direct aids. In the case of the Spanish agriculture, it can be seen that in 1989
the major contribution corresponded to price support (83% of the total transfers), but
some years after the coming into effect of the reform of 1992, the distribution changed
and direct aids started to have a bigger participation.

Table 3.7 Composition of total transfer to agricultural sector, 1989, 1994 and 1996

Millions ECU %

1989 1994 1996 1989 1994 1996
Direct and other payments 1,038.7 3,811.1 4,220.4 16.9 42.6 62.4
Price support 5,107.0 5,137.8 2,547.8 83.1 57.4 37.6
Total 6,145.7  8,948.9 6,768.2 100 100 100

Source: EU (2001)

Garcia Alvarez-Coque (2003) included some estimates for the total transfers in 1998 (Table
3.8). Surprisingly, the figures were closer to the precedent estimates for the year 1994. In
any case, the paper gives additional information, in the sense that it computes some
relative information. The total support represented in 1998 a 46% of the total gross added
value.

SSPE-CT-2006-0044201 (STREP) 60



Deliverable 8.3

CARLED Development of socio-economic and
agricultural structures in selected rural
Structural Change in Agriculture - - - -
and Lo regions in Spain after EU accession

Table 3.8 Composition of total transfer to agriculture, 1998

-(rgr;?:lions) % total support % GAV
Price support 4,885.4 54.1 25.4
Direct support 4,145.1 45.9 21.6
Total Support 9,030.5 100.0 47.0

Source: Garcia Alvarez-Coque (2003)

The results presented in Shucksmith et al. (2005) are referred to 1999. They conclude that
the market price support tended to benefit to richer regions (when analysing the MPS per
hectare) and that showed a concentration in northern areas of Europe (when considering
the MPS per unit of labour). In this case, some areas of northern of Spain are among the
highest beneficiaries, showing the relative disparities that could be found at regional level.
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4 THE AUTONOMOUS COMMUNITY OF NAVARRE

4.1 Introduction

The Autonomous Community of Navarre is located in the north of Spain and limits to the
north with France, and with the autonomous regions of the Basque Country to the west,
Aragon to the east and La Rioja to the south.

It has got an area of 10,391 square kilometres, which represents around 2.1% of the total
Spanish area. It is a region that presents a great heterogeneity due to its geographical
position that extends from mountainous areas in the Pyrenees to semiarid areas of
Mediterranean climate in the south. This is the reason to explain its big biological
diversity, because we can find 45 of the100 types of existing forests® at national level,
3,000 of the 7,000 species of the peninsular flora, and 190 of the 250 birds that nest in the
peninsula (Sanchez-Robles, 1999).

It is divided in seven agricultural counties (comarcas) that are usually grouped in three
areas: the Mountain area (that includes counties | Noroccidental and Il Pirineos), the
medium area (counties Ill Cuenca de Pamplona, IV Tierra Estella and V Navarra Media) and
the so-called Ribera in the south (counties VI Ribera Alta-Aragén and VIl Ribera Baja). They
are represented in the Map 4A.1.

It is one of the seventeen Autonomous Communities that make up the Spanish state. It has
a particular administrative and tax system called “regimen foral”, which was adapted in
1982 to the new constitutional regime. After this regime, the foral status allows to enjoy a
large degree of autonomy in legislative and administrative competencies in an important
number of areas, among which there are quite a few ones related to rural development
(agriculture and animal farming, mountainous areas, woodlands of public ownership,
protected natural lands, organization of the territory, scientific and technical research,
promotion and organization of tourism, regulation of the protected label of origin, social
assistance, health, etc.).

4.2 General evolution of the regional economy

The first point to consider is the relatively small size of the regional economy. In the
Spanish context, it represents less than the 2% of the national economy. This small size is
one of the reasons that can help to understand its high level of openness, in the sense that
the extra-regional relationships have a bigger importance than in other regions (Rapun,
1990).

With the information about the real GDP (see tables A4.1 and A4.2), we have elaborated
the next Figure, where the rate of growth of this magnitude is shown. In order to have a
compa;gative element, we have also included the figures corresponding to Spain and the
UE-15°.

As it can be seen there, the regional evolution has a similar trend to the observed one for
the Spanish and European economies?’. That is to say, at the beginning of the eighties the
rates of growth were small and even negative at regional level, indicating the late impact

2 The 33% of the national beech forests are located in the region (Lazaro, 2002).

% For the three territorial units we have used the same database used by Cambridge Econometrics
(see Ezcurra and Iraizoz, 2007).

2 |n this comparison it must be taken into account that the bigger is the analysed economy, the
smaller will be the observed rate of changes, mainly because the territories have different trend, so
some of them compensate others resulting in a smoother trend.
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of the economic crisis derived from the rise of the oil prices. After that, the regional
economy, following the trend of the national economy and the first positive impulses
coming from the integration of Spain into the EU, presents big rates of growth. This
behaviour is present until the nineties when a new economic crisis affected the national
and regional economy. Later, a period of economic stability (with the exception of the
beginning of the new century, with smaller rates of growth) can be observed. An
interesting point to consider here is that in many occasions, the rate of growth of the
regional economy is above the national and European average?. Nevertheless, the average
cumulative rates of growth in all the period have been 2.7% in the case of Navarre, 3% in
Spain and 2.3% in Europe 15.

Figure 4.1  Real GDP rate growth, Navarra, Spain and UE15, 1981-2004
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Source: Ezcurra and Iraizoz (2007)

The second element to consider for computing the welfare level of the regional population
is the evolution of the number of inhabitants (see Table A4.3 and Table A4.4). The number
of inhabitants in Navarre went from around 508,000 in 1981 to more than 580,000 in 2005,
which represents an average cumulative growth of 0.55% every year, a bit smaller than the
aforementioned national average. In any case, it could be said that the population growth
has been very moderate. If the annual evolution is analysed (Figure 4.2) it can be observed
that during the first years of the period the annual rates were very small, even it was
negative in 1988. But, at the beginning of the nineties there was a change in the trend and
the rate of growth starts to be increasing.

If the analysis is made using the information relative to the age groups, some interesting
points are derived. First, the annual growth rate of the population aged under 30 is always
negative, except the years 2003 and 2004 when it presents a very small positive value.
Second, the population aged over 60 has positive rates of growth every year, and in the
first fourteen years this group has the biggest rate of growth. These two trends suppose
that the regional population is undergoing an important ageing process, as it is represented

2 During this period of eleven years (1994-2004) the regional economy presents in seven years
bigger rates of growth than the national economy, and in ten years bigger than the EU average rate.
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in the Figure 4.3, where the distribution of the population among the three groups is
represented.

Figure 4.2  Annual growth rates. Total population and by age groups, Navarre
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The data show a very similar pattern to the national one (see Figure 1.3), but in the case
of the regional population a hardly increasing ageing process can be detected. In any case,
it could be said that the increase of aged people and the decrease of the young people
could be a problem in the future, although the trend seems to have changed in the last
years, mainly due to the process of immigration.

Figure 4.3  Distribution of the population by age groups, Navarre
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As the number of inhabitants has remained stable, the observed trend for the per capita
GDP (see Table A4.5) is very similar to the previously mentioned one for the total GDP.
The average cumulative rate of growth has been 2.08% in Navarre, 2.28% in Spain and 1.7%
in Europe 15. As a consequence of these different behaviours, the regional economy has

SSPE-CT-2006-0044201 (STREP) 64



Deliverable 8.3

CARLED Development of socio-economic and
agricultural structures in selected rural
Structural Change in Agriculture - - - -
and Lo regions in Spain after EU accession

got closer to the European average. In the next Figure (elaborated using the information
included in the Table A4.6) the situation of Navarre respecting the national and European
average is represented. The first derived conclusion is that in the national background, the
level of welfare in Navarre is superior to the average. This has constituted a constant
characteristic of the regional economy (Uriel and Maudos, 1998), although in the last years
a decreasing trend could be observed. So, at the beginning of the period the level of the
regional GDP per capita was superior to the national average in around 30%, and at the end
of the period it was also superior but around 25%.

If the comparison is made with the countries included usually in the group named EU15,
the regional figure supposes more than 75% of the European average for most of the years
(that is why Navarre is not included among the region belonging to Objective 1 of the
Structural Funds). In this case, the percentage has an increasing trend indicating the
relative improving situation of the regional economy. If the comparison is made with the
countries included in the EU25, the relative regional situation is even better, and again,
the trend is favourable to Navarre.

Figure 4.4  Process of convergence with Spain and the EU
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Source: Ezcurra and Iraizoz (2007)

To this respect it is worth noting that the first years after the integration of Spain into the
EU that was accompanied by an expansive cycle of the economy, the region presented a
growth rate superior to the national and European average that implied that from 1985 an
increasing trend is observed. This result confirms the fact that the best-positioned
economies tend to take advantage of the opportunities and the aids coming from outside
(Leoz, 1998), as it was the case of the economy of Navarre after the integration process
(Rapun, 1993). Nevertheless, the process of convergence with Europe stopped during the
crisis at the beginning of the nineties, and it continued with a smoother but increasing
trend since the middle of the nineties.
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Some additional and positive characteristics of the regional economy, compared with the
national one, are related to the labour market. As it can be seen in the Table 4.1, in
general, the activity rate? is superior in the regional economy, which at the same time is
accompanied by a rate of occupation that is always superior to the national average. This
implies that the unemployment rate has been, except for the first analysed years, smaller
than the national average.

In relation to the evolution of these indicators, some regional advantages are also
observable. First, the regional activity rate has grown more than the national one. And,
what is more important, the unemployment rate has decreased in the period reaching to
the last years smaller rates than 6% when the national mean was bigger than 9% in 2005. If
the intermediate figures are compared, it could be seen how the economic crisis that took
place at the beginning of the eighties and nineties affected on a bigger scale to the
national employment (in the two occasions, the national unemployment rate reached
figures superior to 21%), and the process of recovering has been faster in the regional
economy.

Table 4.1 Evolution of the basic indicators of the labour market (1)

. Navarre
Indicators
1980 1985 1990 1995 2000 2005
Activity rate 51.5 52.3 49.0 50.5 55.1 59.6
Rate of occupation 45.4 42.5 43.2 43.9 52.0 56.2
Unemployment rate  11.9 18.9 11.7 13.1 5.6 5.6
. Spain
Indicators
1980 1985 1990 1995 2000 2005
Activity rate 50.2 47.5 49.4 51.0 53.6 57.4
Rate of occupation 44.5 37.0 41.3 39.3 46.1 52.1
Unemployment rate  11.4 21.9 13.3 22.9 13.9 9.2

Source: Instituto Nacional de Estadistica, Encuesta de Poblacion Activa (Survey of Economically Active
Population)

Notes: (1) All of them are expressed in percentage

The situation of men and women in relation to these indicators is not the same. Using the
data related to 2005, the activity rate is almost 70% for men and 50% for women, and the
unemployment rate is 4.3 and 7.6% respectively, all figures showing a less favourable
relative situation of women. Compared to the national figures, the labour market is more
favourable for the women living in Navarre (for the same year, in Spain the female activity
rate is 46.4% and the unemployment rate 12.2%). Anyway, it is important to recognize that
the situation has improved a lot in the last 25 years, both at national and regional level.

2 The activity rate is measured as the ratio between the number of economically active people and
the number of people with more than 16 years of age. The rate of occupation is computed as the
relationship between the occupied people and the number of people with more than 16 years of
age, and the unemployment rate is elaborated as the ratio between the number of unemployed
people and the number of economically active people.
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Additionally, now the regional economy has another characteristic that makes it different
from other Spanish regions and from the national average, characteristics that are the
result of a process of specialization of the region. It is related to the distribution of the
economic activity among sectors. The Figures 4.5 and 4.6 have been elaborated, using the
data about the gross value added at constant prices and the number of occupied people
(Table A4.7). They show the participation of every sector in the respective magnitude.

In both Figures it can be seen that the services sector is the most important one,
accounting for around the 45% of the occupied people in 1980 and around the 55% in 2004.
Its evolution in relation to the real GVA is a bit different and it has to do with the
mentioned different evolution of the sectoral prices. Its participation in the real GVA has
kept almost constant, as it is around 55%.

The industrial sector is the second one in order of importance. It represents around 40% of
the regional occupied people and real GVA. In the last years, a displacement of
employment from the industrial sector to the services sector has been detected, that in
part could be explained by the externalization process of some services (legal advices,
cleaning, etc.) that has taken place in the industrial establishments (Ardaiz and Cebrian,
2005).

Figure 4.5 Distribution of the occupied population among sectors
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Source: Ezcurra and Iraizoz (2007)

Finally, the agricultural sector presents different behaviour depending on the analysed
variable. If we consider occupied people, the participation has decreased from around 14%
in 1980 to 5% in 2004. But, if the real GVA is taken into consideration, the evolution is a bit
different, and the sector shows a decreasing trend, from a 7% to a 5%.
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Figure 4.6  Distribution of the real GVA among sectors
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In the regional case, it could be observed some relative specialization mainly in the
industrial activities and hardly in the agricultural ones. The services sector has a smaller
level of participation in the economic magnitudes than in the Spanish economy. In the
Figure 4.7, the estimated specialization indices®® are presented, and they have been
computed using the real GVA. It can be seen that at the beginning of the period the
situation was very different, with an important level of specialization in the agricultural
sector, that has been diminishing along all the period.

Figure 4.7  Specialisation indices
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3% They are computed as Specialization index sector i =
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However, the level of specialization in the industrial activities, being important at the
beginning of the period, has been increasing during the analysed years, becoming the
sector in which the region has the biggest specialisation index*'. Finally, and according to
the preceding results, the level of specialization in the services sector has been
decreasing. In this sense, it could be said that some polarization in the level of regional
specialization could be observed.

4.3 The regional agricultural sector

The importance of the agricultural sector in the regional context has been highlighted,
taking into account the relative bigger participation of the sector in the regional economic
magnitudes. Of course, this importance is much bigger in the rural areas.

4.3.1 Factor endowment

In relation to the endowment of production factors, the evolution of the regional UAA
(Table 4.2) shows that in the region there are around 615 thousand hectares, from which
around the 40% are occupied by pastures and the rest corresponds to arable land, mainly
herbaceous crops.

Table 4.2 Evolution of the uses of land in Navarre (000 ha)

Uses of the land 1980 1985 1990 1995 2000 2005
Arable land 363.5 373.4 370.6 355 359.8 358.7
Herbaceous crops 243.1 250.8 275.3 253.2 239.6 248.9
Ligneous crops 37.4 34.1 33.2 29.7 32.4 39.1
Fallows 83.0 88.5 62.1 72.1 87.8 70.7
Pastures 285.5 287.5 286.8 259.2 258.2 257.2
UAA 649.0 660.9 657.4 614.2 618.0 615.9
% of irrigated UAA 10.3 10.1 10.7 13.3 13.5 14.9

Source: Gobierno de Navarra (various years) and Instituto de Estadistica de Navarra

The available hectares of UAA in 2005 are inferior to the quantity available at the
beginning of the period in around 5%. This decrease is mainly due to the reduction in the
hectares dedicated to pastures.

The quantity of irrigated land has increased from 67,000 hectares to more than 92,000,
representing in 2005 around 15% of the total UAA. As in the Spanish case, an important
effort has been made in order to improve the quality of the cultivated land through the
irrigation.

But it is important to consider also the behaviour of the agricultural regional sector in
reference to the other primary inputs. In relation to the capital, some information is
available about the use of machinery (Table A4.8). The number of tractors has passed from
almost 15,000 in 1982 to more than 20,000 in 2002, showing an annual cumulative growth
rate of 1.7%. The available relative capitalization index (horses of power of tractors and

3" The importance of the industrial sector in the region is not only based on its participation in the
regional magnitudes, but also on its role as driving force of the regional economy, as it has been
pointed by some authors (Rapun et al., 1995, Rapun and Pascual, 1998).
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Rotavators for every hectare) is in all the period much bigger than the national average.
So, in 1982 in Navarre it was 267 and the Spanish average was 155.3, and in 2002 the
figures were, respectively, 550 and 319. It has been shown that there is a relationship
between this index and the size of the farms, logic that is not translated to an optimal
behaviour from a microeconomic point of view (Rapun, 1988).

Figure 4.8 Information about the level of mechanization. Navarre (1)
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Notes: (1) The number of tractors and Rotavators are represented in the left axe, and the mechanization
index in the right one

The third factor, the labour force, has suffered a similar process to the Spanish case. That
is to say, it has a decreasing trend. Using the information coming from the Encuesta de
Poblacion Activa (EPA, Survey of Economically Active Population), the number of occupied
people has gone down from around 24,000 people in 1980 to 14,730 in 2004, with an
annual cumulative decreasing rate of almost 2%.

As in the national case, there is some concern about the possibility to have problems in the
future due to the elevated age of the working people. In order to account for this situation
(Table A4.9), in the next Figure the percentage of occupied people in the last phase of the
economically active life, with more than 55 years of age, in the agriculture and in the
economy as a whole are represented. As it can be seen, the percentage is bigger in the
agricultural sector than in the economy as a whole. It is also superior to the existing one in
the Spanish agriculture (where it has been never bigger than 30%), but the regional trend is
in this sense very positive, because at the end of the period the figures show a situation
similar to the national average (around 20%).
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Figure 4.9 Information about the level of mechanization. Navarre (1)
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Additionally, the percentage of occupied women in agriculture could be analysed. In this
case, the regional situation at the beginning of the period is again behind the national
average, with a ratio smaller than 8% when the Spanish average was 26%. But, whereas at
national level the situation has been almost unchanged, at regional level there has been an
important increase of the participation of women reaching at the end of the studied period
the national average (around 25%). If the comparison is made with the total regional
economy, the disadvantage of the agricultural sector is again present, although the growth
rate in the last case has been bigger and then the differences are decreasing.

In relation to the level of qualification of the labour force (Table A4.10 and Figure 4.10), it
can be seen that an important improvement has taken place during the last 25 years. If we
consider the percentage of occupied people in the agricultural sector with at least
secondary studies (IQ1), it has changed from nearly 10% to more than 53%, and the
percentage of occupied people with a university degree has passed from nearly 0% to 2.6%,
reflecting both indicators a very positive evolution of the human capital used in the sector.

But again, and as it happened in the Spanish case, the comparison with the level of
formation of the total occupied people is discouraging, in the sense that in the last case it
is very superior, using any of the indicators. However, if the comparison is made with the
national average, we find some regional advantages® in this respect, mainly if the 1Q2
indicator is used (Uriel and Maudos, 1998).

In relation to this point, the region has had for more than 25 years the actual two technical
institutes named Technical Institute of Agricultural Management (Instituto Técnico de
Gestion Agricola, ITGA) and Technical Institute of Livestock Management (Instituto Técnico

32 It is worth mentioning that despite of its small relative size, the region has two universities, one
private (Universidad de la Iglesia Catdlica de Navarra, belonging to the Opus Dei) which started its
activities in 1952, and the public one (Universidad PUblica de Navarra) which started its activities in
1989. Jointly, they account for more than 20,000 students, most of which come from the very
region.
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de Gestion Ganadero, ITGG), which have contributed to the increase and the improvement
of the formation of the active agricultural population. From 1989, more than 18,000
people (farmers, holders of rural tourist houses, etc.) have received training and formation
in these centres (Echarri, 2005). Moreover, in 1980 the regional government established
some agricultural studies in two educative centres, and during these 25 years, more than
2,500 students have received professional training (Arrizabalaga, 2006). This is a model in
which the research, the experimentation and the education are incorporated and put at
the farmers’ disposal (Rapun and lraizoz, 1999).

Figure 4.10 Qualification indices. Total economy and agriculture
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4.3.2 Agricultural macro-magnitudes

In the regional case, we found the same concerns that appeared in the national case about
the availability of data are. This means that we will use data from 1980 to 1990 elaborated
accordingly to SEC-79** and data from 1990 to 2003 elaborated following the SEC-95 (see
pages 18-19 of this document).

As in the Spanish case, we are going to analyse the information in nominal and real terms,
using the same deflators that are used at national level, because of the impossibility to
find the complete series of prices indices at regional level. The magnitudes expressed at
current prices are included in the Appendix (Tables A4.11 and A4.12). Here we will try to
present a general idea about the trend of the most important magnitudes, as it has been
done if the chapter 2 for the Spanish agriculture.

The main magnitudes show that the regional agriculture has had growing figures (Table
4.3), both in nominal and real terms. In the first case, the total output goes from €291
million in 1980 to €771 million in 2003 indicating that it multiplied almost by three. As the
use of intermediate consumption and fixed capital has grown in a smaller proportion, the

% |n this case, the Spanish method was used, and this implies that the forest production is also
considered in the figures. But, this last activity only accounted for not more than 4.5% of the
sectoral production.
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gross and net values added have multiplied by three in the analysed period. In real terms
(using the level of prices of 1980) logically the figures present more stable values, but in
any case, they are growing.

Table 4.3 Main agricultural indicators (1) (annual average, €million)

1980-85 1986-90 1991-95 1996-00 2001-03

Magnitudes

CURRENT PRICES
Total output 291.1 437.9 575.9 696.3 771.2
Intermediate consumption 130.1 206.4 206.3 280.4 312.6
Gross value added 160.9 231.5 369.6 415.9 458.6
Fixed capital consumption 21.5 36.9 49.7 62.4 53.3
Net value added 139.5 194.6 319.8 353.5 405.4
Magnitudes CONSTANT PRICES
Total output 258.4 243.2 288.5 308.9 329.2
Intermediate consumption 104.9 103.2 93.8 113.1 118.1
Gross value added 127.9 140.1 194.7 195.8 211.1
Fixed capital consumption 15.8 18.3 20.4 21.1 15.8
Net value added 112.1 121.8 174.3 174.7 195.3

Source: Author’s calculations based on MAPA

Notes: (1) The magnitudes are obtained using different methodologies before and after 1990

In order to have a better idea about the temporal evolution, in the next table (Table 4.4)
the average annual rates of change of the same magnitudes are presented. As it can be
seen, the regional behaviour has a similar trend to the national evolution. In current
terms, the best five-year period is the first one, previous to the integration into the EU,
with the production growing to an annual average bigger than 12%. In this period, the
intermediate consumptions and the fixed capital consumption present a bigger average
annual rate of change, and so, the added value grows to a smaller percentage. The second
best five-year period is the one between 1996 and 2000, but in this case, the use of factors
of production grows to a lesser extent, and in consequence the added value grows faster.

If the analysis is made using the real figures, the regional agriculture in the first ten years
can be characterised as stagnated (Solchaga, 1988). The best period is the one between
1996 and 2000, where all the magnitudes had important rates of growth. The only
exception is the fixed capital consumption, which presented a negative average annual
rate of change. With no doubt, as in the national case, the worst period is the last one,
with negative rates of growth.

In relation to the productive specialization of the regional agriculture (Table 4.5), the
starting situation showed a bigger percentage of participation of the crop products than in
the national sector, but along the considered period, the crop participation has been
decreasing, reaching in the final years a bit more than 52%. This is different from the
behaviour of the national sector, where, as it has been previously pointed out, the crop
output has grown its percentage of participation.
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Table 4.4 Annual growth rates of the regional agriculture magnitudes (1) (%)

1980-85 1986-90 1991-95  1996-00 2001-03

Magnitudes

CURRENT PRICES
Total output 12.1 4.3 4.4 6.3 1.5
Intermediate consumption 18.2 4.3 3.7 4.7 2.9
Gross value added 7.7 5.4 5.1 9.6 1.8
Fixed capital consumption 13.4 6.8 4.4 -2.2 -1.4
Net value added 6.95 5.4 5.4 13.0 3.4
Magnitudes CONSTANT PRICES
Total output 1.6 0.7 1.0 6.3 -0.6
Intermediate consumption 4.3 2.5 1.1 2.9 1.5
Gross value added 0.1 0.1 1.4 9.8 -1.1
Fixed capital consumption 1.5 1.5 0.8 -5.2 -4.8
Net value added 0.03 0.01 1.7 12.2 -0.4

Source: Author’s calculations based on MAPA

Notes: (1) The magnitudes are obtained using different methodologies before and alter 1990

Inside the crop productions, it is remarkable, compared to the national standard, the
bigger participation of cereals, although with a decreasing percentage. In any case, the
region is usually considered as specialised in these crops (MAPA, 2003). The horticultural
products were very important before the integration into the EU representing more than
16% of the total production, but, again with a different trend from the evolution at
national level, its representation is diminishing.
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Table 4.5 Percentage of participation of different products agricultural output
(annual average, %)

1980-85  1986-90  1991-95  1996-2000 2001-05

Crop output 58.4 54.2 51.8 53.6 52.6
Cereals 22.4 21.4 23.0 20.7 18.3
Potatoes 2.5 1.2 0.8 0.4 0.5
Industrial crops 1.5 1.2 1.7 1.8 1.3
Horticultural products 16.2 14.0 14.8 14.5 12.6
Fruits 3.0 2.5 3.5 3.8 5.3
Wine 3.7 3.8 2.2 6.6 3.3
Olive oil 0.2 0.2 0.3 0.5 0.6
Other crop products 9.0 9.0 5.4 5.4 10.5

Animal output 36.6 39.4 44 .1 42.1 43.3
Animals 25.8 26.4 33.6 311 30.9

Cattle 4.8 6.3 6.9 7.0 6.1
Sheep and goats 5.0 4.7 6.9 6.0 5.9
Pigs 9.7 10.9 10.4 10.4 12.4
Poultry 5.2 3.8 4.2 5.8 5.6
Equines 0.2 0.1 0.3 0.3 0.3
Other animals 1.0 0.7 4.9 1.6 0.6
Animal products 10.8 12.9 10.5 11.0 12.3
Milk 6.2 8.6 7.0 7.0 7.6
Eggs 2.9 2.9 3.3 3.7 4.4
Other animal products 1.7 1.4 0.2 0.4 0.3

Agricultural services

output - - 1.1 1.1 0.6

Other activities 5.1 6.5 3.0 3.2 3.5

Source: Author’s calculations based on MAPA

The animal output has a growing contribution to the sectoral production, going from
around 37% to 43%. Apart from the fact that in the Spanish case this percentage is
decreasing, the participation of every animal output is very similar in the two territorial
areas, with the biggest percentages corresponding to the pig and milk productions.

In the regional case, some specialization in livestock production (cattle and milk) can be
seen, as it happens in the northern regions of the country, where this kind of production is
better adapted to their bio-climatic conditions. In any case, it can be seen a process of
substitution between milk and cattle for meat productions, as it has happened in other
Spanish regions.
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The intermediate consumptions (Table 4.6) account each time for a smaller participation
in the total production of the sector®’. The amount dedicated to feedingstuffs is the most
important one, quantitatively speaking, and it has a growing trend, as it corresponds to a
growing animal production. At the end of the analysed period, this consumption represents
almost 57% of the total intermediate consumptions, ten points higher than the national
correlative figure.

Table 4.6 Participation of different consumption in total intermediate consumption
(annual average, %)

1980-85  1986-90 1991-95  1996-2000 2001-03

Intermediate consumption

/Agricultural production 40.6 42.5 32.6 36.8 359
Seeds and planting stock 3.5 5.1 3.2 5.2 5.9
Energy 7.4 7.0 8.5 6.9 7.8
Fertiliser 18.7 9.6 13.7 11.9 6.6
Plant protection products 3.3 2.9 4.6 5.1 2.7
Veterinary expenses 1.7 1.8 3.6 3.8 4.2
Feedingstuffs 47.2 52.7 49.4 50.2 56.9
g":&”;ﬁ?lf‘j?rf; of materials 3 4 149  10.6 11.2 10.7
Other expenses 4.8 5.9 6.5 5.8 5.3

Source: Author’s calculations based on MAPA

The second place is occupied by the expenses on fertilizers, but with a significant fall
along the period, in such a way that at the end of the analysed period, this concept only
accounts for the 6.6% of the intermediate consumptions. In that moment, the second place
is reached by the expenses related to the maintenance of materials and buildings that
account for around 11% of the total consumptions. The energy costs are also relatively
important, and they maintain a participation of around 7% along the whole period.

The evolution of all these analysed magnitudes conditions the evolution of the agricultural
income, the net added value at cost prices (Table 4.7). In nominal terms, this magnitude
almost quadrupled in the analysed period, and in real terms it went from an annual
average in the first five-year period of €112 million to €207 million in the last three-year
period. The biggest annual average rate of growth is found in the period between 1996 and
2000. The worst one, with negative rate of growth in real terms, is the last one, as it
happens in agriculture on a national scale.

In relative terms, and considering the occupied people in the sector®®, the income per
worker has grown faster, due to the decreasing trend in the number of occupied people.

3 In relation to the discontinuance observed for the period 1991-95, the same comment that in the
Spanish case can be applied.

3 1t was not possible to find information about the utilised labour in the regional agriculture
expressed as Annual Work Units (AWU). The available information makes reference to the occupied
people, data coming from the Survey of Economically Active Population, elaborated by the National
Institute of Statistics (Instituto Nacional de Estadistica, INE), data that are not free of controversy.
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So, in nominal terms, it goes from an annual average in the first five-year period of €6,229
to €29,520 at the end. In real terms, the increase is also remarkable, from almost €5,000
to more than €13,600. The biggest rate of growth can be seen in the period after the
integration of Spain into the EU.

In this case, we have also computed the income obtained from every hectare of land
(UAA). The observed increase is also very important, being again the best five-year period
the one between 1996 and 2000, with annual average growth rates superior to 12%. In real
terms there are two periods with negative average rate of change, the first and the last
one.

Table 4.7 Annual average of agricultural income and its annual average rate of

growth

Total ggricultural Income per worker (€) Income per hectare
Year income (€million) (€)

Nominal Real Nominal Real Nominal Real
1980-1985 142.7 112.1 6,229 4,994 220.1 176.7
1986-1990 214.1 121.8 11,592 7,039 325.5 199.3
1991-1995 329.5 177.8 28,351 15,282 529.5 285.5
1996-2000 371.8 180.5 21,766 10,555 601.2 291.7
2001-2003 448.8 207.2 29,520 13,611 723.4 334.1

Rate of growth
1980-1985 7.1 0.04 6.8 -0.6 6.8 -0.3
1986-1990 7.6 1.7 16.9 10.7 7.7 1.8
1991-1995 5.9 2.0 12.5 8.9 7.4 3.5
1996-2000 13.0 12.1 8.7 7.7 12.9 12.0
2001-2003 3.0 -0,6 7.5 3.4 3.0 -0.6

Source: Author’s calculations based on MAPA

The above presented results show an increase of the agricultural productivity in real
terms. In order to have a reference to test whether it is a lot or not enough, we have
computed such magnitude for other regional sectors and the Spanish and European
agricultural sector, but using homogeneous data for all of them. The labour productivity
indices, obtained using the gross value added and the number of occupied people, are
included in the Table A4.13. In the next Figure 4.11, the relative regional situation is
depicted.

In the regional case, the analysis of the evolution of the regional agricultural productivity
reveals that the sector has not too bad results compared to other sectors. Taking 1980 as a
reference, the agricultural sector has the highest rate of growth, even considering the

Rapun and Pascual (1997) pointed out that the increase in the number of employed people in the
regional agriculture in 1996 (from 11,700 to 17,400) was very surprising, and without economic
meaning, being the only possible explanation the change in the methodology in the way of
elaboration of the Survey of Active Population, as it has been suggested by GAP (2005) and Gobierno
de Navarra (2003).
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mentioned increase of occupied people accounted by the Survey of Economically Active
Population in the last nineties. In this sense, it could be said that the sector has had a good
behaviour, but it is not convenient to forget that it is the sector with the smallest
productivity. The mentioned behaviour has made its relative situation improve a lot in the
period, and it has allowed the agricultural productivity to move up from 49% of the total
regional average in 1980 to more than 66% in 2004.

Figure 4.11 Regional productivity by sectors
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Another way to have a reference for the regional agricultural sector is by comparing it with
the same sector in other territorial spaces, as for example the Spanish or European ones.
This comparison is included in the Figure 4.12.

Figure 4.12 Regional, Spanish and European agricultural productivity (1995 prices)
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As it can be seen there, the relative situation is also favourable to the regional
agriculture®®. Respecting the Spanish agriculture, the regional sector has always obtained a
better ratio, and until the last nineties, the trend pointed to a growing difference between
the two areas. The final worsening of the regional productivity seems to be more related
to the mentioned statistical problem with the number of occupied people. In relation to
the European agriculture, the evolution is very similar to the aforementioned, but the
differences are smaller, and in the last years the regional agriculture obtained less added
value per occupied person than the European one.

4.3.3 Farm Structure

To analyse the structure of the farms at regional level we will use the information coming
from the three available censuses and the Survey of the Agricultural Holdings. The main
variables coming from the two sources are included in the tables A4.14 to A4.18.

Using the information coming from the censuses, it can be seen that the number of farms
decreased from more than 42,500 in 1982 to 25,400 in 1999, that is to say, the 40% of the
farms existing at the beginning of the period disappeared in these seventeen years, being
the structural adjustment bigger in the second covered period®. Considering furthermore
the change in the quantity of land, that is not very relevant, the average physical size
increased from 12 to 23.7 hectares of UAA (Table 4.8). This shows that the liberated land
by the outgoing farms has not been abandoned, but it has contributed to the increase of
the size of the farms that have maintained. However, there has not been the same
concentration in the tenancy of the land, and this has implied an important increase in the
volume of rented land (it has gone up from 10.6% in 1989 to 25.7% in 1999). The change in
these figures has been superior to the national average, especially in 1999, showing that
the adjustment process has been bigger at regional level.

% Analysing the regional Spanish agricultures in the period 1962-1989, Fernandez and Herruzo (1996)
showed that the total factor productivity of the agriculture of Navarre had the smallest rate of
growth. Iraizoz et al. (2000) estimated that in the period 1978-86 the improvement of the regional
total factor productivity was inferior to the national average, but this trend changed, and in the
period 1987-94 its agricultural productivity grew at a bigger rate than the Spanish average. Finally,
Ezcurra et al. (2007) analysing the spatial distribution of the European regional agricultural
productivity, showed that in the period 1980-1983 and 1998-2001, Navarre was included in the
second quartile, and so, among the regions with relatively small agricultural productivity.

37 Aldanondo et al. (2007) shows that this adjustment process supposed that the farms that went out
of the sector were the smallest ones in terms of land used, with young and aged holders, and
farther from the urban centres. Among these last farms, it is very important the fact that the
farmer had another occupation to understand that they continue in the agricultural activity. In this
sense, the authors pointed out the importance of the diversification of the farms as an important
element to maintain the rural population in those areas.
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Table 4.8 Structural indicators obtained from the Agricultural Censuses

Change (%)

Indicator 1982 1989 1999
1989-1982 1999-1989

Total land per farm 22.69 23.24 37.49 2.4 61.3

UAA per farm 12.15 15.49 23.67 27.5 52.9

AWU / farm 0.48 0.47 0.65 -2.5 37.1

AWU / hectare of UAA 0.04 0.03 0.03 -23.5 -10.3
SGM / farm 5.35 5.94 12.76  10.9 115.1
SGM / hectare of UAA 0.44 0.38 0.54 -13.0 40.7

SGM / AWU 11.05 12.57 19.72 13.8 56.9

Source: Author’s calculations based on INE and MAPA

The labour factor shows also a decreasing trend, and it went down from 20,614 in 1982 to
16,445 in 1999. This decrease does not compensate the reduction in the number of
holdings, in such a way that the average moved from 0.48 AWU per farm to 0.65. In this
respect, the increase is bigger than at national level, and in 1999 the two averages are
very similar.

The economic result of the farms, measured through the number of ESU of SGM, has
increased in the two temporal periods, mainly in the second one. Again, considering the
reduction in the number of farms, this implies a very important improvement of the
average economic results of the farms. In this sense, the ratio SGM per farm has more than
doubled. In the three analysed census, this ratio is favourable to the regional average
compared to the national average. For example, in 1999, the ratio in the region was
superior to the national one in more than 45%.

Another aspect to be considered is the distribution of the farms according to their
economic size. As in the national case, the biggest percentage of farms corresponds to the
stratum of smaller farms, but the situation is improving, and the groups of farms with a
SGM smaller than 8 ESU are losing relative weight, both referring to the percentage of
farms included and with reference to the percentage of SGM. Correlatively, the groups
that accounted for the biggest farms are gaining relative importance, mainly in terms of
the SGM.

Using the classification proposed by Regidor (2000), Porcal (2002) computed the
distribution of farms accordingly to their perspectives of future. The obtained results show
that the 57% corresponds to marginal familiar holdings, 21% to familiar holdings that could
improve their situation, and only 14% can be classified as viable familiar farms. The other
8% is made up by bigger non-familiar farms (it concentrates the 58% of the regional UAA)
with good perspectives for the continuity in the activity.
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Table 4.9 Participation of different class size in the number of farms and SGM

Economic size 1982 1989 1999
% farms % SGM % farms % SGM % farms % SGM

Less than 2 ESU 49.0 6.0 52.4 2.2 39.6 2.2
From 2 to 8 ESU 32.0 26.0 26.0 17.1 27.5 9.5
From 8 to 16 ESU 12.2 25.4 1.7 21.4 13.1 11.8
From 16 to 40 ESU 5.5 23.5 7.9 30.7 12.5 24.6
From 40 to 100 ESU 1.0 1.1 1.6 15.0 5.6 26.3
More than 100 ESU 0.2 8.1 0.4 13.6 1.7 25.7

Source: Author’s calculations based on MAPA

The regional specialization mentioned in the previous section is also present when
analysing the distribution of farms according to the type of farming (Table A4.16). The
farms specialized in cereals, oleaginous and leguminous plants present the biggest
percentage, but their participation has decreased a lot. The horticulture and mixed
farming have also relative importance at regional level. Among the other crop farms, it is
worth noting the increase in the participation of the viticulture and olive grove farms.
Respecting the animal farms, the percentage accounted by the of sheep farms it is
remarkable, although with a decreasing trend. It is also interesting the existing change
between milk specialization and cattle for meat specialization, with a decreasing trend for
the first one and an increasing one for the second.

The results obtained from the census are very similar to the obtained ones using the data
coming from the Survey of the Agricultural Holdings (Table 4.10). The only advantage of
this last source of information is that it reaches a more recent year. In the considered
fifteen years the same trends can be found: a reduction in the number of farms, labour
and land used, and an increase in the SGM. In this sense, the structural adjustment is
continuing in the last years, but more slowly than in the previous years. As a result of this
process, the average regional agricultural holding has a bigger amount of available land,
uses more labour per farm and obtains more SGM.

Table 4.10 Structural indicators obtained from the Survey of the Agricultural

Holdings
Indicator 1990 1993 1995 1997 2000 2003 2005
UAA per farm 20.02 22.32 24.47 25.09 29.23 30.77 33.09
AWU / farm 0.59 0.75 0.78 0.77 0.77 0.80 0.84
AWU / hectare of UAA  0.029 0.034 0.032 0.031 0.026 0.026 0.026
SGM / farm 7.49 13.86 11.10 14.51 15.67 18.55 21.70
SGM / hectare of UAA 0.37 0.62 0.45 0.58 0.54 0.60 0.66
SGM / AWU 12.78 18.45 14.29 18.76 20.40 23.32 25.70

Source: Author’s calculations based on INE and Eurostat
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Using the information available in the Survey it is also possible to know the relative
importance of less favoured areas®®. In the regional case, around 66% of the agricultural
area belongs to less favoured areas. The number of holdings located in these areas is
growing, from 55% in 1990 to 62% in 2005. The percentages corresponding to mountain
areas are in the last year 36% and 40%, respectively. These figures are smaller that the
national ones, indicating that the region has a better relative situation.

In relation to the part-time dedication of farmers (Table 4.11), and considering the
holdings where the holder is a physical person, its evolution has not been constant. In the
first five years there is a growing trend in the participation of the holders with total work
time dedicated to the farm, from 48% to 62%. In the last years this trend changed and the
percentage went down to 55% in 2005. It is worth mentioning that this behaviour is similar
to the national case, but in this case, the average is smaller, indicating a higher
importance of the part-time dedication within the region.

Farm labour force comes mainly from the family. At the beginning of the period family
labour force accounted for more than 80% of the total AWU, a much higher participation
than at the national level. In recent years, this figure went down to 67%, percentage that
is closer to the national average.

Another concern about the regional holdings is the ageing of their holders. Using the
information of the survey, it can be seen how the youngest holders’ percentage declined
from around 10% at the beginning of the 1990s to 7% in 2005. The largest group includes
the holders aged between 55 and 64, although with a decreasing percentage. Taking into
account that the most aged group (65 or more years of age) has also an important and
increasing participation, it can be said that ageing is taking place among the regional
agricultural holders.

Table 4.11 Part-time participation and farm holders’ age

Indicators 1990 1993 1995 1997 2000 2003 2005
Work time > 0 to < 25% 11.2 95 7.7 85 88 9.1 7.7

Work time > 25 to < 50% 13.2 10.1  10.6 11.5 10.9 9.7 14.8
Work time > 50 to < 75% 14.5 6.2 7.7 84 9.7 11.7 12.3
Work time > 75 to < 100% 13.2 16.3 11.6 10.8 14.4 10.9 9.8

Work time 100% 48.0 58.0 62.3 60.9 56.4 58.6 55.3
Age < 35 years 9.7 8.5 10.2 8.9 12.2 8.4 6.9

Age 35 to 44 years 16.2 15.2 11.2 15.0 19.4 17.9 18.0
Age 45 to 54 years 26.2 26.6 28.4 27.4 229 211 24.6
Age 55 to 64 years 37.0 341 29.7 28.6 26.7 29.7 27.5
Age 65 and over 10.8 15.6 20.5 20.1 18.8 22.9 23.0
% of family labour force 81.4 80.6 80.4 76.8 71.0 69.8 66.8

Source: Author’s calculations based on Eurostat

38 At regional level, 52.5% of the municipalities, 54% of the total area and 14% of the population in
2001 were considered as mountain areas. Moreover, 24% of the municipalities, 25% of the total area
and 13% of the population in 2001 belonged to other less favoured areas.
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But, the behaviour of the farms in the seven regional counties is different. Using the last
available information at municipality level (Agricultural Census, 1999), we have obtained
the main characteristics of the regional seven counties in relation to the structure of the
farms (Tables 4.12, A4.19 and A4.20).

The concentration of farms, utilised agricultural area and labour is not homogeneous in all
the territory as a consequence of the different productive orientation of the counties and
their different size. The Ribera Alta and Baja are the two counties with the biggest
participation in these magnitudes. The county Pirineos has an important percentage of the
regional UAA, but in other variables its participation is one of the smallest ones.

In reference to the size, the differences are also significant, although the picture changes
depending on the variable used as a relevant measure of the size. If the land is used, the
biggest ones are located in the counties Pirenaica, Pamplona and Navarra Media. But if we
use the labour factor, the biggest ones are those belonging to counties Noroccidental and
Ribera Alta. These results shows how the use of factors of production changes in the areas,
being the relationship between land and labour smaller than the average in the counties
Ribera Alta and Noroccidental, and the biggest one corresponds to Pirineos.

Table 4.12 Characteristics of farms by county

Distribution of farms by

Average farm size S
s economic size (UDE)

County 16 to more
UAA AWU UAA/AWU less8 8to16 40 40

| Noroccidental 16.8 0.98 21.5 71.6 14.9 9.6 3.9

[l Pirineos 53.1 0.66 109.5 66.0 13.5 15.1 5.4

:D'melof]‘;enca e 319 055 67.2 ss8  1oq 163 59

IV Tierra Estella 25.8 0.49 60.1 66.7 12.8 13.2 7.4

V Navarra Media 43.2 0.64 74.9 67.5 11.9 1.7 8.9

VI Ribera Alta-Aragon 20.9  0.69 29.9 62.9 12.8 13.7 10.7

VIl Ribera Baja 17.1 0.61 27.2 70.7 11.6 11.2 6.4

Total 30.5 0.66 58.8 67.0 13.1 12.5 7.4

Source: Author’s calculations based on Instituto de Estadistica de Navarra

If we consider the economic size, the distribution of the farms among the four considered
groups (very small, small, medium size and big farms) according to the magnitude of the
obtained standard gross margin, in all the counties the group formed by the smallest farm
is the most important, but specially in the Noroccidental and Ribera Baja. The largest
proportion of big farms can be found in the counties Ribera Alta and Navarra Media.

The specialization of the counties in some agricultural activities could help to explain the
observed differences in the size. The pattern of specialization changes from the north to
the south as the bio-climatic conditions change from Atlantic climate in the northwest to
Mediterranean in the south. In the northern counties, the most frequent type of farming is
related to animal production, mainly sheep, goats and other herbivores (in these counties
more than 65% of those farms are located). In the Noroccidental area, livestock farms have
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also an important participation, and in this county are located more than 85% of milk
farms, more than 58% of cattle for meat farms and 75% of mixed cattle farms. The Pirineos
county is characterised by having a more mixed sector, and we can find there an important
participation of cereal, oleaginous and legumes farms combined with animal farms. The
counties corresponding to the middle area present a bigger specialization in agricultural
products, mainly cereals and viticulture farms, with some mixed farms. In this respect the
Cuenca de Pamplona stands out, because the 55% of the farms is included in the cereal,
oleaginous and legumes type of farming. Finally, the counties located in the south have a
more coincident structure with the Mediterranean pattern, standing out the participation
of the horticulture (mainly in irrigated lands), viticulture, fruit and olive grove farms.

4.3.4 The agro-food industry

It has been pointed out by some authors the importance of the agro-food industry for the
development of rural areas (Garcia, 2002). In the regional case, this sector has had
traditionally a remarkable importance, compared both with the Spanish and European
standard, and taking into account that the industry sector is relatively more important in
the regional case (see Table 4A.21 for the main data of the sector in the three mentioned
areas). In the lat available years, this sector accounted for more than 13,000 jobs.

Using the employment as a relevant variable, in the next Figure we can see the evolution
of the percentages of participation of the sector in the industry as a whole. Its
participation in the regional industrial magnitudes is significant, and bigger than in other
regions and areas. But, in the last years it is losing importance, and at national level it is
gaining it. In any case, the sector represents around 17% of the industrial magnitudes.

The regional agro-food industry has some structural problems, as for example the
relatively small size of the establishments. In the analysed period, there has been a
process of concentration, mainly after the integration of Spain into the EU (Rodriguez-
Zuniga and Sanz, 1994), and it can be observed that it continues but at a slower pace.
Moreover, it presents worse results than other industrial activities in terms of labour
productivity, variable that in many occasions is used as a proxy of the competitiveness of
the analysed economics agents. But, compared with the same sector in other territorial
areas, it is not badly placed. It seems that the low productivity could be related with the
small amount of capital per worker (Myro, 1997) and to the important weight of the
primary sectors, those included in the agro-food industry that carry out the first
transformation of the agricultural products, activities that in general incorporate little
added value and that frequently do not use advanced technologies (Iraizoz et al., 2001).
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Figure 4.13 Participation of agro-food sector in the industrial employment
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Table 4.13 shows that the regional agro-food industry is specialised in vegetable
production. These activities use more than 40% of the sectoral employment but obtain
around 35% of the added value, indicating that their labour productivity is lower than the
average.

There are also important agro-food activities linked to the animal productions, mainly
meat but also milk, although the last one has suffered an important decrease in the
considered period, which partially can have been due to the reduction in the regional milk
production. The meat industry accounts for more than 10% of the agro-food employment.
Finally, it is remarkable the participation of beverages industries, with an increasing trend,
being relatively important the contribution made by the industry of wine.

But, the regional agro-food industry plays a very important role because it is the main
destiny of the production of the agricultural sector. Using the information coming from the
available regional input-output tables (1980, 1995 and 2000) some indicators can be
obtained to be used to examine the interdependence in production structures. The
measures, including backward and forward linkages, are used for identifying the sectors
creating above average impacts upon an economy®. In the regional case, it is interesting
to point out the importance of the agricultural and animal productions as suppliers of
intermediate consumptions to the agro-food industry although with a decreasing trend
(because the industry every time has more intermediate consumptions coming from the
services sectors) and the role played by the vegetable and wine industries as users of
inputs coming from the agricultural sector.

One additional issue, related in many cases to the competitiveness of the sector, makes
reference to the capacity to compete in foreign markets. In this sense, it could be
interesting to know the situation of the sector in relation to the international trade
(A4.22). Navarre has been a region with an exporting vocation, and in the analysed period
it has a positive behaviour to this respect. From 1983 to 2006, the trade balance was
positive for the region, and with an increasing magnitude (Figure 4.14).

%% For a detailed analysis of these results see Iraizoz and Rapun (2001) and Iraizoz (2004).
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Table 4.13  Figures for different agro-food industries
1985 1990 1995 2000 2005
Employment
Total 10,173 11,747 9,532 10,141 12,795
Meat 1,591 1,875 1,120 1,359 1,467
Vegetables 3,939 4,808 4,210 4,763 5,279
Milk 736 802 451 182 391
Beverages and tobacco 895 851 1,014 1,475 1,710
Other 3,012 3,411 2,738 2,362 3,949
Production (000 Euros, current prices)
Total 594,105 941,323 1,340,256 1,627,872 2,578,585
Meat 104,257 178,376 194,781 252,858 350,252
Vegetables 134,798 243,851 439,543 567,353 796,981
Milk 76,277 121,015 98,425 41,963 79,516
Beverages and tobacco 57,481 77,773 236,452 408,415 442,179
Other 221,293 320,308 371,055 357,283 909,657
Added value (000 Euros, current prices)
Total 148,340 164,887 298,045 374,903 609,028
Meat 25,402 39,407 33,121 40,596 56,766
Vegetables 36,449 64,105 95,506 126,664 219,344
Milk 17,016 28,816 21,939 7,390 19,073
Beverages and tobacco 18,279 26,772 71,362 115,071 131,803
Other 51,194 5,788 76,116 85,183 182,041

Source: Gobierno de Navarra and Instituto de Estadistica de Navarra

Figure 4.14
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The exports of agricultural products have had an augmenting trend, but in a lesser way
that the total ones. These two behaviours had made that the agricultural participation in
the regional exports have diminished from being more than 10% at the beginning of the
eighties to less than 5% in the nineties, and after some recovering period, to around 9% in
the last years. In relation to the type of exported products, it is worth mentioning the
participation of vegetal products, obtained both in the farms and in the agro-food industry
(vegetables and wine).

The imports of agricultural products have had also an increasing trend, and they grown
faster than the corresponding exports. As a consequence the agricultural trade balance
started to be negative in the first nineties and this situation has maintained until recent
years, when the imports have diminished allowing the improvement of the net balance.

These imports represented less than 5% of the total regional imports at the beginning of
the period, but its participation grew a lot reaching almost 20% in the nineties. However,
in the last years, a change can be observed, and its participation decreased. The products
with more weight in the regional agricultural and food imports are the obtained in the
agro-food industry and cereals.

One question that is related to the agro-food industry is the production of products of
quality. In this sense, in Navarre there were some quality labels related to the origin, that
include some regional products (Gobierno de Navarra, 2005a). There are seven protected
designation of origin: wine Rioja, wine Navarra, cheeses Roncal and Idiazabal, pepper
Piquillo de Lodosa (1987), sparkling wine cava (1991) and olive 0il®® of Navarra. There are
five protected geographical indications: artichoke of Tudela, asparagus of Navarra, beef of
Navarra, lamb of Navarra and liqueur Pacharan Navarro. Additionally there are three more
quality labels: integrated agriculture, artisanal food of Navarra and organic agricultural
production of Navarra.

In relation to this last production it is important to point out the increasing figures that
can be observed in the last fifteen years (Table A4.23). The number of hectares under
organic production has gone up from 21 in 1991 to more than 19,000 in 2005, and the
number of farmers from 5 to 580.

4.4 The regional rural areas

According to the definition of rural areas used in Spain, and using the information coming
from the censuses of population and the municipal registers (Tables A4.24 and A4.25), we
can say that the regional situation has changed a lot in the last forty five years (Table
4.14).

In 1960, more than 70% of the population was living in municipalities with fewer than
10,000 inhabitants, which represented the 99% of the total. In fact, only two municipalities
could be included in the urban category, the regional capital, Pamplona, and a urban
concentration in the South of the region, Tudela.

But, as it can be observed, a process of immigration occurred in the sixties and seventies
toward the main industrial centres, mainly Pamplona and Tudela. The population that
concentrates in rural and intermediate municipalities moved down to 50% in 1981, and
since then, these numbers have maintained relatively constant, due to the fact that there
has been a certain transfer of inhabitants from rural municipalities to intermediate ones.
In the last available year the number of urban municipalities rose up to eight, but they are

“0 This designation of origin is now undergoing the necessary procedures for its official recognition,
and it is waiting for its approval in the UE.
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municipalities that make-up the urban surrounding area of the capital, Pamplona. The
demographic regional trend shows a concentration of the population in the areas
surrounding the cities and along the communication axes, and the depopulation of the
remotest and mountainous areas (Ugalde, 2002).

Table 4.14 Distribution of population by municipalities according to their size

1960 1970 1981 1991 2001 2005
Number of inhabitants (thousands)
Rural 135.6 106.9 97.1 94.0 100.9 94.6
Intermediate 152.1 166.2 150.0 153.0 166.6 184.7
Urban 114.3 191.8 260.2 272.0 288.7 314.2
Total 402.0 464.9 507.3 519.0 556.3 593.5
Percentage of population in every group
Rural 33.7 23.0 19.1 18.1 18.1 15.9
Intermediate 37.8 35.7 29.6 29.5 30.0 311
Urban 28.4 41.3 51.3 52.4 51.9 52.9
Number of municipalities
Rural 218 213 215 214 221 216
Intermediate 45 48 43 44 44 48
Urban 2 4 6 7 7 8
Total 265 265 264 265 272 272
Percentage of municipalities in every group
Rural 82.3 80.4 81.4 80.8 81.3 79.4
Intermediate 17.0 18.1 16.3 16.6 16.2 17.6
Urban 0.8 1.5 2.3 2.6 2.6 2.9

Source: Author’s calculations based on Instituto de Estadistica de Navarra

Given the number of municipalities classified as rural, and compared with the national
average, it can be pointed out that Navarre is a region with a rural character, disperse in a
big number of municipalities, although there is an important concentration of its
inhabitants in the capital (in the year 2005 it accounted for the 33% of the total regional
population, and if we add the adjoining municipalities, that represent extensions of the
capital, we reach the number of 50%).

Additionally, according to the definition of rural area made by the OECD, and using the
data coming from the municipal register in 2005, Navarre could be classified as a region
considerably rural, because around 44% of the population is living in municipalities with a
density of population smaller than 150 inhabitants by square kilometre (Gobierno de
Navarra, 2007, OECD, 2005).

In this sense, we have tried to check out until what point the two classification methods
coincide. In order to do it, we have grouped the regional municipalities in groups according
to the two variables and we have crossed them. The results show that the 99% of the
municipalities with fewer than 2,000 inhabitants has a density under 150 inhabitants by
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square kilometre. More than 75% of the municipalities with a number of inhabitants
between 2,000 and 10,000 has a density smaller than 150. Finally, more than 70% of the
biggest municipalities has a density of population higher than 150. So, in the case of
Navarre, the two criteria lead to similar results*’ (in the Table A4.26 the resulting tables
are shown).

In order to go deeper in the knowledge of the differences among the considered areas
(rural, intermediate and urban), we have used the available information by municipality
coming from the three censuses of population (1981, 1991 and 2001). These figures are
included in the Table A4.27.

The first question is the distribution of the occupied people by sector of activity. As it has
been pointed out in many occasions, the rural areas are characterized by having an
important percentage of the economic activity concentrated in the agricultural sector.
Using the occupied people as a proxy variable, it can be seen how in 2001 in the rural
areas more than 17% was working in the agricultural sector, whereas in the urban ones only
the 2% of the occupied people was working in this activity. The loss of importance of the
sector to this respect is evident when analysing the evolution of this ratio, mainly in the
rural an intermediate municipalities. In these areas, in 1981 the percentages of population
occupied in the primary activities were 33.6 and 26.7% respectively, and they diminished
until 17.2 and 8.9%. Correlatively, the services activities have gained relevance. But, again
we find important differences among areas, being the urban ones where the services
sector has a bigger participation.

In this respect, and taking into account the importance conferred to the tourist activities
in the rural development process, it can be interesting to know some figures about the
evolution of this activity in the regional context. Navarre has a small significant role in
tourist activities having a percentage of participation that does not reach 3% of the
national figures (Sariego and Pons, 2003). But in the last twenty years it has suffered an
important increase, mainly joined to the rural areas. As it can be seen in the Table A4.28,
the increase in the number of rural houses has been very important, being the first
contemplated period (1990-96) the one with biggest rates of growth. It is interesting to see
how at the beginning the most important modality was the rooms for hire. After some
time, the increase in the number of houses to be rented as a whole has been more
important, representing in the last years almost 93% of the total offered places. This
change has taken place because the last ones are more profitable and are not so work
demanding (Echamendi, 2002).

Again, we found here some unbalance among counties, in both the offer and the demand
(Table A4.29). There are two counties, Noroccidental and Pirineos, which jointly represent
more than 85% of the total rural establishments and places on the side of the offer, and
more than 84% on the side of the demand (measured as the number visiting people in such
establishments). Along the last six years for which there are available disaggregated
information by counties, besides the increase in the number of rural houses and rural
tourists in all the counties, a redistribution of the received flow of tourists can be
observed. The two mentioned counties concentrate more than 75% of the visitors, but in
these years they have lost a 10% of the regional figures. Other destinies start to become
important, mainly those in the middle of the region, that in the last year accounted for
percentages of participation bigger than 15%.

“1 We have tested the results of the cross of the two classifications by means of a Chi-square
statistic, which is statistically significant in all the cases.
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Considering all kinds of tourist establishments, Sariego and Pons (2004) elaborate an index
to quantify the diversity of tourist accommodation, trying to measure the complexity of
the tourist offer, which is an indicator of its level of development. Their results show how
such index reaches the biggest value in the north of the region and is decreasing as we
move towards the southern counties. In this sense, the mountain areas of the two northern
counties are the ones with the most developed tourist sector, in accordance with the last
trends in the demand of these services, that increasingly is looking for a higher quality
tourism, with smaller level of overcrowding and with more environmental awareness.

Another question about rural areas is the high proportion of aged people, problem that can
imply the existence of problems for the social and economic development of those areas.
In the regional case, and taking into account the observed ageing process occurred in the
region, the participation of the aged people is always bigger in rural areas than in urban
ones, whereas the participation of the youngest people is always inferior. For example, in
2001, people aged over 65 represented in rural areas almost 28% of the population, in
intermediate ones the 18.6% and in urban areas the 13.9%. The corresponding figures for
the group of people under 15 years of age are 9.7%, 14.0% and 15.7%, respectively.

An additional issue, already mentioned in the Spanish analysis, is the imbalance between
the number of men and women in rural areas, mainly due to the bigger participation of
rural women in the migration process towards urban areas. In the regional case the
differences among types of municipalities in relation to the male index are very important,
and they are increasing, in such a way that in 2001 this index was 116 for rural areas when
the regional average was 99.

Related to this last question is the participation of women in the labour market. As it can
be seen, women in rural areas account for a smaller percentage of the total occupied
people. In all the types of municipalities, these percentages are growing, according to the
social and demographic changes that have taken place in the last twenty-five years, but
the mentioned increase has been more important in urban areas, indicating that the
incorporation of women to the labour market has taken place with some delay in rural
areas. But the importance varies a lot depending of the sector of activity. In general,
women have bigger participation in the services sector, representing in 2001 more than
half of the occupied people.

Finally, it is interesting to point out that there are also important differences in relation to
the level of studies of the population. As it has been mentioned before, the level of
formation of the regional population has improved a lot in the last years, but, again, the
rural areas are in a disadvantageous position in this respect. In the last available census,
the percentage of population* with university studies was 18.6% in urban municipalities,
10.4% in intermediate ones and 11.2% in rural ones. These are the results of at least three
circumstances. The first is that the population of rural areas encounters more difficulties
in gaining access to study centres (for example, universities are located in the capital).
The second is related to the migration process, as in rural areas has affected particularly
the people with a higher level of education (Porcal, 2002). The third is that in cities a
concentration of more qualified jobs is present (Ugalde, 2002).

Before finishing this section, it is important to take into account that the region has not a
homogeneous behaviour and that a great diversity of areas can be found. In order to have
an idea of this situation, we have analysed the distribution of the municipalities of the
seven counties among the three identified types of areas (Table 4.15, and additional
information obtained from the census of population in 2001 is included in Table A4.30).

“2 The information makes reference to the population aged over 16 and that are not studying.
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oAs it can be seen, there are three counties without urban municipalities, the two
northern counties and one in the south. However, this last one has a big percentage of
intermediate municipalities. The county with the biggest percentage of urban
municipalities is the one where the capital and its area of influence are included, named
Cuenca de Pamplona.

Table 4.15 Distribution of municipalities of every county by type of areas, 2001

% of municipalities Number  of Density
Counties Rural Intermediat Urban  Municipalitie of ,
e s populati
on
| Noroccidental 86.8 13.2 0 53 49.5
Il Pirineos 100 0 0 46 9.7
Il Cuenca de 68.3 22.0 9.8 41 1,232.6
Pamplona
IV Tierra Estella 96.7 1.7 1.7 60 31.9
V Navarra Media 90.0 6.7 3.3 30 19.9
VI Ribera Alta-Aragon  43.5 56.5 0 23 59.4
VIl Ribera Baja 31.6 63.2 5.3 19 84.3
Total 81.3 16.2 2.6 272 53.5

Source: Author’s calculations based on Instituto de Estadistica de Navarra

Analysing the density of population, three counties stand out for their low magnitude, one
corresponding to the Pirineos and two located in the middle of the region. These are
mountainous areas, with small villages, mainly specialized in agricultural activities, with
an aged population. These restrict the possibilities of development for these areas. In
contrast, the county including the capital has a high density of population. It is the most
dynamic county in demographic and economic terms, with the biggest concentration of
population, with a higher level of education and with the biggest percentage of labour
force working in the services sector.

Finally, it is interesting to show some figures about the protected areas in the region.
Navarre includes three bio-geographic regions (Alpine, Atlantic and Mediterranean) and, it
can be said that it has an important biodiversity that is highly protected. The network of
protected natural areas is made up by three natural parks (jointly they have an area of
61,942 hectares), three integral areas (557 hectares), two natural recreational areas (447
hectares), 38 natural reservations (9,178 hectares), 28 natural enclaves (910 hectares), 17
areas of special protection of birds (79,950 hectares), 14 areas for the protection of wild
fauna (2,789 hectares), one protected landscape (1,729 hectares) and 42 sites of
community importance (255,484 hectares).

4.5 Rural policy

Following the structure of the previous chapter, this section will focus on the most
significant agricultural and rural development policies that are managed at regional level
over the three programming periods (e.g. operational programme, single document,
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Leader initiative). A short overview regarding rural policy prior the integration of Spain
into the EU is also presented.

4.5.1 Until the first programming period

As in the national case, the rural policy was not a priority for the governments before
1985. Anyway, during the first eighties there was a process of adaptation of the national
policies to the European ones. In the case of Navarre, and due to their particular adopted
regime (with the foral status), the level of financial autonomy was very high.

After the integration of Spain into the EU, the ERDF intervened in the regional policy in
Spain, but in the first year only six CCAA (afterwards it extended until nine) received aids
coming from these funds (the less developed ones, among which Navarre was not
included). But in 1987 a new map of interventions is accepted in the European
Commission. In Navarre, the area of intervention occupied 6,394 km2 (61.4% of the
territory) and 157,800 inhabitants (31% of the regional population). The area corresponds
to the northern area (mainly counties | and Il). This intervention of the ERDF in Navarre is
based on the document “Regional Development Program” presented in 1986 and covering
the temporal period 1987-1990. The amount of found received by this European fund was
€44.6 million. Also the ESF and the EAGGF intervened with aids to different activities, with
€1.6million and €8.4 million, respectively.

In relation to the expenses of the EAGGF Guidance, in the Table 4.16, its distribution
among measures is included. The structural measures with more available resources were
related to infrastructures and transformation and commercialization of agricultural
products. The increasing trend of the volume of resources received by the region could be
also observed.

Table 4.16 Distribution of EAGGF Guidance expenses, 1986-1989 (€ million)

Measure 1986 198 198 198 TOTAL
7 8 9

Agricultural research and development - - - 0.02 0.02

Infrastructures: concentration of land plots and 0.03 1.12 - 1.15

irrigated land

Improvements of the effectiveness of the

. 0.08 0.44 0.77 1.49 2.78
agricultural structures

Transformation and commercialisation - 1.18 1.07 2.25
Animal health and protection - 0.14 0.07 0.16 0.36
Management of forest resources - 0.01 0.19 0.16 0.36
Income policy 0.40 0.27 0.34 0.46 1.47
TOTAL 0.47 0.87 2.58 4.48 8.40

Source: Cebrian (1994)

In 1991, the White Book of the Agriculture of Navarre (Quasar, 1991) was presented, where
a diagnosis of the regional agricultural sector was done. The main policies affecting the
agricultural sector were also analysed. The main conclusions were that the offer of
agricultural structural policy in Navarre could be characterised as “diversifying”, that is,
the total used funds were shared out among different programmes: agricultural structures,
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research and extension and management, protection of natural habitat, agrarian
associating, commercialization and industrialization, and support farm incomes. In the
same situation was Cataluna. The two regions were those with best results in relation to
the agricultural productivity. Nevertheless, the authors pointed out the small
concentration of the expenses in the increase of irrigated land and in the concentration of
land plots.

4.5.2 The first programming period

Navarre was not considered as region Objective 1 because, as it has been previously
shown, its income per capita was superior to the 75% of the European average. But, some
parts of the region were included in the Objectives 2 and 5b.

Concretely, 205 municipalities were included in the objective 2, with the 59.7% of the
regional population and 74.3% of the area. The Objective 5b affects to 4.040 km2 (41,7% of
the territory), to 101 municipalities (38% of the region), 70.501 inhabitants (13.7% of the
population), with a population density of 17,5 inhabitants by square kilometre (the
regional average was 50 inh./km2), with the 23% of the occupied people working in
agriculture (13% regional average) and with a loss of inhabitants of 12.000 people between
1960 and 1986. There were 42 municipalities that were considered in the Objective 2 and
5b.

4.5.2.1 The Operational Program of area Objective 5b in Navarre

The main drawbacks of the area 5b were that it was a mountain area, with a low
population density, a high ageing of the population, a high participation of agriculture and
a scarce development of the services activities. The agricultural sector presented a dual
structure with a high participation of small farms and with difficulties to improve the
commercialization of its productions. There were some environmental problems, as a high
risk of forest fires, soil erosion, dumping of cattle raising waste, or water contamination.
Additionally, there was a lack of infrastructures in areas of tourist attraction, crisis in
some industrial sectors present in the area (iron and steel industry and timber industry)
and deficits in the provision of some services. All these characteristics shaped a weak
productive structure, scarcely diversified and with an important territorial discontinuity,
despite of being situated in a rural space relatively homogenous (Legarrea, 1996).

The Development Plan of the Pyrenean Area of Navarre for the period 1990-93 was
approved, area that corresponds with the northern part of the region. The European funds
that participate were EAGGF Guidance, ERDF and ESF. The plan tried to have an effect in
the medium and long term on the dynamic of the area and to change the trend of loss of
participation of the rural habitat in the region.

The general objective was to increase the living standard of the inhabitants and their living
conditions and to increase the employment rate. And as intermediate objectives, the
program tried to improve the productive system, to develop the process of
commercialization, to obtain adequate endowment of infrastructures, conservation and
protection of rural areas, and to increase the human capital through some professional
training.

The measures were included in four sub-programmes:

Improvement of the agricultural structures and diversification of the agricultural sector:
co-financed by the EAGGF Guidance, it was directed to modify the agricultural structures
through the change in the size of the farms and their infrastructure.
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Conservation and exploitation of natural resources: co-financed by the EAGGF Guidance, it
had as objective to obtain a rational use of the forest resources, to improve these
resources and the knowledge of the nature.

Diversification of the economic activity and improvement of the infrastructures: co-
financed by ERDF, with the objective of obtaining a tourist offer of quality, professional
training, to adequate the basic infrastructures to support the economic diversification.
Valuation of human resources: co-financed by the ESF. It tried to improve the living
standard through the professional training of the active population.

Table 4.17 Measures financed for Objective 5b areas of Navarre, 1990-93,

(€millions)

Sub-program/Measures Public financing Total
Total EU expense

Sub-program | 18.13 8.16 34.19
I.1. Concentration of land plots 4.55 2.05 8.87
I.2. Pilot centres of agricultural diversification 1.58 0.71 3.39
[.3. Improvement of grazing land 5.50 2.47 10.27
l.4. Early retirement 0.94 0.42 1.39
[.5. Improvement of the rural habitat 5.57 2.50 10.27
Sub-program Il 20.08 9.04 42.49
[I.1. Afforestation 11.27 5.07 23.48
[1.2. Support for the Pyrenean natural park 4.50 2.03 10.17
[I.3. Forest infrastructure 4.31 1.94 8.84
Total EAGGF (I+11) 38.21 17.19 76.68
Sub-program lli 8.34 3.75 18.29
[lI.1. Rural tourism and support to small tourist
and artisanal enterprises 5.65 2.54 12.40
[1l.2. Gas-fying process in Navarre 0.91 0.41 1.99
I1.3. Productive and economic diversification
infrastructures 1.26 0.57 2.76
[1l.4. Rural telephone system 0.52 0.23 1.14
TOTAL ERDF (ll1) 8.34 3.75 18.29
Sub-program IV 2.44 1.10 5.03
IV.1. Training 2.44 1.10 5.03
TOTAL ESF (1V) 2.44 1.10 5.03
TOTAL 48.98 22.04 100.00

Source: Santafé (1995)

The measures included in every sub-program and the funds dedicated to them are included
in the Table 4.17. The most important measures, in terms of the quantity of funds
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invested, were those included in the sub-programmes one and two, that is to say, the
measures financed by the EAGGF Guidance, which represented almost the 80% of the total
expense. Concretely, the measures with the biggest volume of investment were
afforestation (23%) and improvement of grazing land (11.2%). Respecting the measures
financed by the ERDF and the ESF, the most important one was the related one to rural
tourism and small business (11.5%).

The territorial distribution of the public financing (Table 4.18) shows that the county |
concentrates a big proportion of the funds (62%). However, as it is the area with the
biggest density of population, the amount received by inhabitant is smaller and the one by
square kilometre is bigger than the received in the other county.

Table 4.18 Distribution of public funds between counties (€million)

Indicator I Noroccidental Il Pirineos Total
Public financing (millions of euros) 29,8 18.5 48,3
Public financing (%) 61.68 38.32 100
Inhabitants 55,588 13,213 68,801
Area 1,990 2,134 4,124
Public financing/inhabitant (euros) 536 1,400 702
Public financing /km? 14,975 8,669 11,712

Source: FBG (1999)

Additionally, it can be analysed how the funds were distributed among sectoral activities
(Table 4.19). It can be seen that the main concentration is present in the primary
activities, that is to say, agricultural and forest sectors, which jointly concentrate more
than 60% of the total funds. The next activities, in order of importance, are tourism and
infrastructures. Finally, with less than 2% of the funds, are training and environmental
activities.

Table 4.19 Distribution of financial support among activities

Sector Public financing (%)
Agricultural activity 29.6

Forest activity 31.8
Infrastructures 17.1

Tourism 18.9

Training 1.0

Environmental correcting actions 1.7

Source: FBG (1999)

4.5.2.2 LEADER |

This initiative could be applied in the regions included in the Objectives 1 and 5b. In the
case of Navarre a local program of rural development was elaborated in 1991. A Local
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Action Group, named Cederna-Garalur (Centro de Desarrollo Rural de Navarra, Centre of
Rural Development of Navarre), was created to manage the initiative, where the majority
of the economic and social agents were integrated.

The main objective of the regional program was to stimulate an integrated rural
development in Navarre, by means of a triple strategy that was based on revitalization of
the economic and social network of the area, the support to local initiatives and the
protection of the rural habitat. This was concreted in seven particular objectives, that
were: creation of a permanent structure of integrated rural development, creation of
employment and qualification of the natural resources, knowledge of the demand for
leisure in the area and development, in qualitative and quantitative terms, the offer of
rural tourism, increase and diversification of the non-agrarian production, promotion of
the local agricultural products, conservation and valuation of the cultural heritage, and
improvement of the welfare of the population.

The information relative to the distribution of the funds is presented in the table 4.20. As
it can be seen there, the public contribution was around 73% of the total expense. The two
most important measures, in relation to the assigned funds, were the promotion of rural
tourism and the valuation and commercialization of agricultural products, which jointly
accounted for more than 60% of the total budget.

Table 4.20 Total funds for LEADER | (€millions)

Public financing

Total ] ; ; Private
National financing . .
Measures expens Tot EU — financin
€ al Total Centr Local Regio g
al nal
1. Technical support to 98 77 025 052 -  0.05 048 0.21

rural development

2. Professional training and

: 2.18 1.76 0.09 1.67 1.13 0.09 0.46 0.42
aids to employment

3. Promotion of rural

. 4.60 3.16 0.63 2.53 - 1.86 0.67 1.45
tourism
4. Small artisanal
enterprises and  local 1.86 0.50 0.02 0.47 - 0.15 0.32 1.36
services
0. Valuation and marketing 5 o 4 45 058 3.87 - . 3.87  0.96
of agricultural products
6: Valuation of natural and o 78 017 0.62 - 0.17 0.45 0.02
cultural heritage
7. Working of the group 0.41 0.40 0.18 0.22 - 0.11 0.12 0.01
TOTAL 16.25 ;1’8 191 9.91 1.13 2.42 6.36 4.42

Source: Legarrea (1996)
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4.5.3 The second programming period

In this period, some parts of Navarre were again included inside the areas of Objectives 2
and 5b. This last Objective presented an important increase in the covered area in the
region: 181 municipalities with 118,721 inhabitants (22.9% of the region) and covering
6,955 km2 (66.7% of the regional area). The way of programming in this period in the
Objective 5b areas was through a Single Programming Document.

The distribution of the area among the different counties in the region is included in the
Table 4.21 (see Map A4.3). The 181 municipalities are grouped in three geographic areas
and in five sub-areas, with different characteristics. These divisions allow defining
different types of measures according to the problems and necessities of every sub-area.

Table 4.21  Objective 5b Areas of Navarre

No. Surfac Populati  Density of
Area Sub-area municipaliti e on population
es (km?)  (1991) (1991)
Mountain  Cantabrian (Cantabrica) 25 1,064 18,911 17.8
(Montafia) Pyrenean (Pirenaica) 38 1,880 11,215 6.0
Midlands Midwest (Media 68 1386 24,398 17.6
(Zona occidental)
media) Mideast (Media oriental) 29 1,207 20,296 16.8
Ribera Ribera 21 1,214 43,901 36.2
Total 181 6,571 118,721 17.6

Source: FGP (2001)

4.5.3.1 Single Programming Document - Objective 5b in Navarre

According to Gobierno de Navarra (1995), the characteristics of the area included in the
Objective 5b were a smaller economic development than the regional average (87% of the
European average GDP per capita when the regional average was 96%), a bigger percentage
of agricultural active population (25,8% respecting the regional average of 9,9%) and a
smaller agricultural productivity (75% of the European average when the regional situation
was 77.8%). Regarding the population, the area had smaller density of population (17
inhabitants per square kilometre, when the regional average was 50), and the population
index in 1991 respecting 1970 was 83 in the area 5b and 113 for the whole region.
Additionally, and as a consequence of the process of emigration of young people to urban
areas and the diminishing of the birth rate, the area had a bigger proportion of ageing
people and smaller proportion of women.

The main difficulties of the area can be summarised as an inadequate productive
structures (mainly in the agricultural sector due to the small size of the farms and the
excessive division of land into plots, with productions hardly oriented to quality, and little
developed structures of transformation and commercialization), deficiencies in the
industrial sector in general (small size with high levels of indebtedness) and in the food
industry in particular (low levels of innovation and high seasonal nature of the supplies),
some environmental problems (soil erosion, shortage of wooded lands in the south,
contamination of water due to urban and industrial waste), and lack of infrastructures.
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In this context, the general objective of the program was stopping the demographic
retreat by means of the increase of labour opportunities, at the same time improving the
working and living conditions of the rural population, trying to put then on a level with
those of the rest of Navarre. That is to say, to drive the structural adjustment and the
development of the area trying to correct its backwardness respecting other areas, and
contributing to reinforce the economic and social cohesion of the region.

The measures were grouped in four sub-programmes. They were the next ones:

Sustainable development of the rural habitat (co-financed by the EAGGF Guidance): the
main measures were the protection and improvement of the environment (vegetal
covering) and the rural infrastructure.

Structural improvement and economic diversification (co-financed by ERDF), standing out
the measures of support to rural tourism, to small business and to infrastructures needed
for rural development.

Valuation of human resources (co-financed by ESF), where the measures relative to
professional training were included.

Technical support (co-financed by the EAGGF Guidance)

The distribution of the funds among sub-programmes and measures is presented in the
Table 4.22. The two first sub-programmes represent more than the 90% of the total
expenses and around 88% of the public financing. Among all the measures, the rural
infrastructures, the protection and improvement of vegetation, the renovation and
development of rural villages and rural tourism and training of employed people stand out
in quantitative terms respecting the participation in the public financing. In terms of total
expense, it is also mentionable the participation of the measure of localization of
productive investments (measure that has bigger private financing participation).

Therefore, it could be pointed out that there is a concentration of funds in the primary
sector (agriculture and forest), whereas the other ones are less considered. Moreover, it
could be said that the conservation of the environment has an important dedication of
funds in this programming period.

Additionally, the measures were also grouped by priority axes. In order to have a better
idea about the regional priorities, in the Table 4.23 the distribution of the funds among
them is shown.
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Table 4.22 Distribution of funds among measures, 1994-1999 (€million)

Sub-program/Measures Public financing Total
Total EU expense

Sub-program | 77.6 38.8 82.5
I.1. Rural infrastructures 22.8 11.4 22.8
[.2. Agricultural diversification 7.3 3.6 10.3
[.3.1. Fight against desertification and erosion 2.0 1.0 2.0
[.3.2. Conservation of biodiversity 10.0 5.0 11.8
I.3.3. Protection and improvement of vegetation 22.3 11.2 22.3
I.4. Renovation and development of rural villages 13.2 6.6 13.2
Sub-program Il 24.9 12.5 69.7
[1.1.1. Basic and support infrastructures 1.7 0.9 1.7
[1.1.2. Telecommunication 2.0 1.0 2.0
[1.2.1. Localization of productive investments 5.2 2.6 32.0
[1.2.2. Rural tourism 8.5 4.2 22.2
[1.2.3. Research and development 1.1 0.5 2.7
[I.3. Environmental actions 5.1 2.5 7.6
[1.4. Infrastructures to impulse local development 1.4 0.7 1.4
Sub-program lli 13.2 6.7 13.7
lll.1. Professional training 4.4 2.2 4.4
[1l.2. Training of employed people 8.8 4.5 9.4
Sub-program IV 1.1 0.8 1.1
IV.1. Technical support 1.1 0.8 1.1
Total 116.8 58.8 166.9

Source: FBG (2001)

The most important axe is the diversification of economic activity and the creation of
employment with a total expense of €67 million, more than 40% of the total funds, but
only 18.8% of public financing (in this axe it is important the contribution of private
agents, that accounts for around the 67% of the total expense). In second place, we find
the measures related to the natural resources and environment, with the 26% of the total
expense, but almost 34% of the public contribution. And in third place, the axe related to
basic infrastructures, with 16% of the total budget and 22.7% of the public financing.

In relation to the territorial distribution of the fund coming from the public sector (Table
4.24), the Midwest area receives almost 20% of the total funds. In second place the two
counties that were included in the previous programming period in the Objective 5b are
situated, with a participation of around 16% of the funds. However, when the analysis is
carried out with relative figures the situation of the sub-areas changes. So, the county
with the biggest quantity of resources by inhabitant is the Pyrenean one, but this is the
area with smaller density of population. The Ribera is the area with worst ratio by
inhabitant, because it is the most densely populated area.
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Table 4.23  Distribution of funds by axes, 1994-1999, (€million)

Public financing

. - ; Private
N Tot?l National financing financi
cost  Total EU cCentr Loc Region ng
al al al

1. Basic infrastructures needed

for the economic development 265 26.5 13.3 0.0 1.0 12.3 0.0

2. Diversification of the economic
activity and creation of 67.2 22.0 11.0 0.4 0.0 10.6 45.2
employment

3.~ Natural resources and 3. 394 19700 0.0 19.7 4.3
environment

4. Improvement of rural habitat 14.6 14.6 7.3 0.0 0.0 7.3 0.0

5. Human resources 13.7 13.2 6.8 0.0 0.0 6.4 0.6
6. Technical support 1.1 1.1 0.8 0.0 0.0 0.3 0.0
TOTAL 166.9 116.8 58.9 0.4 1.0 56.6 50.1

Source: FBG (2001)

Table 4.24  Territorial distribution of funds

Public financing Euros/Inhabitant ¢ 2
uros/km

Sub-area €Million s % (1)
Cantabrian 18.6 15.9 988.1 17,482.4
Pyrenean 19.5 16.7 1,795.8 10,348.0
Midwest 23.2 19.8 970.3 16,717.1
Mid-east 17.9 15.4 900.2 14,869.1
Ribera 14.6 12.5 336.8 12,050.0
Other 23.0 19.7
Total 116.8 100 999.4 17,779.8

Source: FBG (2001). (1) The figures are relative to 1996

Moreover the funds are concentrated in some activities (Table 4.25). As it is shown in the
next table, again the primary sector receives the biggest proportion of public financing,
being the agriculture the most beneficed activity of the public aids. In this programming
period, the infrastructures also take up an important percentage of the budget. Respecting
the previous programming period there are some important changes. First, the loss of
importance of the tourist activities in the participation in the public expenses, and the
increase observed in the percentage dedicated to training and environmental actions.
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Table 4.25 Distribution of support by type of activity

Sector Public financing (%)
Agricultural activity 24.88

Forest activity 15.50

Industry 7.21

Infrastructures 18.70

Tourism 8.80

Training 11.24
Environmental correcting actions 6.17

Others 7.50

Source: FBG (2001)

4.5.3.2 LEADER I

The program was a continuation of the previous one, but applied to the area Objective 5b.
In this period, four local action groups were operative, that is to say, three new groups
incorporated to this initiative. The new groups covered different areas incorporated in this
programming period to the regional area Objective 5b.

The main characteristics of the areas covered for the LAG (see Map A4.3) are presented in
the next table. The first one, Cederna-Garalur, which started in the previous programming
period, is the most important one in terms of number of municipalities, number of people
and total area. It represents, respectively, the 57.4%, 43.6% and 61.7% of the figures of
Leader Il in Navarre. The covered area by this group is located in the north of the region
and it has the smallest population density, with 15.4 inhabitants by square kilometre.

The EDER (Consorcio para las Estrategias de Desarrollo de la Ribera, Consortium for
Development Strategies of Ribera) group is responsible for the initiative in the south of the
region. In this area there are almost 30,500 inhabitants in 815 km2. It is the area with
biggest density of population inside the area 5b of Navarre. It is worth mentioning that the
percentage of active population dedicated to agriculture is very large, more than 27%,
taking into account that the average in the LEADER area is 18.4% (the regional average was
9.8%), showing that it is a county with an eminently agricultural character.

Table 4.26  Main characteristics of areas corresponding to every LAG

. . N° )

Area of Populatio Surface Density - % agricultural
LAG action n (1996) (km?  (Inh./km?) ?’_\gglscmal active population
CEDERNA- -
GARALUR Montana 76,630 4,990.8 15.4 124 18.0
EDER South 30,446 815.8 37.3 15 27.1
TEDER Tierra 47,570 1,619.0 29.4 66 19.8

Estella
ZONA MEDIA Zona media 21,003 665.4 31.6 11 14.0

Source: UPNA (2001)
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TEDER (Centro de Desarrollo Rural de Tierra Estella, Centre of Rural Development of Tierra
Estella) is the group manageingthe initiative in the mid west of the region. It is the second
one in terms of the magnitude of the area, population and number of municipalities.

Finally, the Zona Media (Consorcio para el Desarrollo de la Zona Media, Consortium for the
Development of Zona Media) group takes charge of the program in the mid part of the
region, being responsible for only 11 municipalities.

The total cost of the initiative is much smaller than the program in the Objective 5b area.
The distribution among measures (Table 4.27) shows that more than 95% is directed
towards the rural innovations programmes. And concretely in rural tourism and small
business, accounting for 44% of the public financing and more than 82% of private
financing, showing that in both measures, jointly with the valuation and
commercialization, there is a big proportion of participation of the private initiative.

It is remarkable the participation of the public financing for the measure of conservation
of the environment (30% of national contribution and 22% of European subsidies), where,
however, the private participation in negligible.

These funds are distributed among 582 projects. The distribution among the four
participant LAG is shown in the Table 4.28. Again, the group Cederna-Garalur manages the
biggest number of projects and, correspondingly, the biggest budget (more than 50%).

Table 4.27  Distribution of compelled funds by measures, 1994-1999 (€million)

Total Public financing Private

Measure cost National UE financing
A. Acquisition of capacities 0.29 0.12 0.13 0.03
B. Rural innovations programmes 31.71  9.62 5.48 16.61
B1. Technical support to rural development  1.65 0.83 0.82

B2. Professional training 1.05 0.39 0.46 0.20
B3. Rural tourism 10.92 2.90 1.52 6.49
B4. Small business and artisanal activities 9.96 1.94 0.80 7.23
B5. Valuation and commercialization 3.49 0.48 0.53 2.48
B6. Conservation of environment 4.63 3.08 1.35 0.20
C. Trans-national cooperation programmes 0.86 0.41 0.40 0.05
D. Monitoring and evaluation. 0.06 0.03 0.03

Total 32.91 10.18 6.04 16.69

Source: UPNA (2001)

In relation to the relative figures, it can be seen that in the mountain area the cost per
inhabitant is bigger than the average, but the cost by km2 is the smallest one. The south
area, managed by the EDER group, gets the biggest quantity of funds by square kilometre.
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Table 4.28 Main characteristics of areas corresponding to every LAG

Number of
LAG . Compelled funds  Cost/Inhabit Cost/km?

projects

— ant (Euro) (Euro)

B C €Million %
CEDERNA-GARALUR 289 11 16.7 50.7 217.5 3,339.7
EDER 58 4 5.6 17.0 183.7 6,856.6
TEDER 153 5 8.0 24.3 167.6 4,923.6
ZONA MEDIA 60 2 2.6 8.0 125.0 3,944.8
Total 560 22 32.9 100 187.1 4,061.0

Source: UPNA (2001)

4.5.3.3 A comparison with the average national behaviour

Using the available information in the third chapter of this document relative to the
distribution of the funds among rural development measures in Spain, it is possible to
compare the regional behaviour to the national average, and also to the average of the
regions not included in the Objective 1, as is the case of Navarre.

Concretely, with the information included in the tables A3.5 and A4.31, we have
elaborated the next Figure, where the percentage of the total funds spent in every
measure is represented for the three territorial areas considered, Navarre, regions non-
objective 1 (NO1) and Spain.

In all the three cases the most important measures are related to the improvement of
infrastructures, but in the regional case it has a bit more participation. Inside this group of
measures it is noticeable the existing differences in the measure of improvement of
agricultural structures (modernization of agricultural holdings and setting up of young
farmers), because, whereas in the regional case almost 24% of the total expense is
dedicated to it, in the other non objective 1 regions and at national level, the percentage
does not reach the 15%. Correlatively, there are other measures whose participation is
smaller at regional level, as in the case of the improvement of productive infrastructures,
irrigation mainly.

Respecting the measures trying to obtain environmental improvements, at regional level
the percentage of participation is smaller than the national average, however the
measures related to forestry and environmental protection have a bigger attention at
regional level (17% of the total funds).

The economic diversification measures concentrate more proportion of budget at regional
level that at national level, but less than in the other non objective 1 regions, mainly due
to the scarce expense directed towards the rural and cultural heritage.
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Figure 4.15 Distribution of funds among measures, Navarre, 1994-1999
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4.5.4 The third programming period

After the changes introduced by the Agenda 2000 in the definition of the regional
objective areas, all the area of Navarre was included in the Objective 2, with the
exception of the regional capital Pamplona and its conurbation®® and Tudela. That is to
say, the municipalities with bigger urban character and level of development of industrial
and services activities have been excluded, but the 95% of the regional surface is
considered inside the Objective 2. As the most important urban centres have been
excluded, the proportion of the population in the objective 2 area is only 51% of the total
regional.

Accordingly to Gobierno de Navarra (2001), there are 264 municipalities included in the
area objective 2, of which 221 (almost 84%) have less than 2,000 inhabitants, that is to
say, they have a rural character. In total they account for only the 37.7% of the inhabitants
of the population of the area objective 2. The rest of the municipalities present also the

“3 The next six municipalities: Burlada, Ansoain, Barafain, Villava, Berriozar and Cizur Mayor.
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typical characteristics of the rural areas and the agriculture has an important participation
in the economy.

The way of programming in this period in the Objective 2 areas was through a Rural
Development Program, as is the case in Navarre.

4.5.4.1 Rural development program in Navarre

The program is financed by the EAGGF guarantee fund, as in the regions non objective 1.
Besides, the area benefited from the aids coming from the ERDF fund through the
operational program. Finally, and on a horizontal basis, the area could benefit from funds
from the ESF.

The rural development program has the following objectives, disaggregated depending on
their focus. First, the social objectives mainly concentrated on the improvement of the
living and working conditions of the agricultural population of rural areas, to slow down
the demographic deterioration of the rural areas through the increase of the labour
opportunities and to give incentives to the leading role of women in the economic
activities. From an economic point of view, the program tried to impel the agricultural and
food sector to be more competitive, to support a professional agriculture with proficient
farmers, contributing at the same time to the maintenance and creation of jobs in rural
areas through economic diversification. Additionally, the program tries to reach some
environmental goals, as the promotion of a sustainable development of the rural area,
trying the economic activities to be compatible with the environment, the conservation of
nature, the recovering of natural resources and the well-being of the animals.

The total public financing exceeded €285 million, of which €143 million were provided by
the EAGGF Guarantee. The measures are articulated around five priority axes:
improvement of the effectiveness of agricultural holdings, food industry, agricultural
infrastructures, accompanying measures and natural habitat and landscape. The
distribution of the funds among axes and measures is included in the next table.

In this programming period the most important axe was the one related to the agro-food
industry, the support to processing and marketing of agricultural products that received
the 39% of the total cost of the program, although the percentage on the total public
financing was only around 20% (this was because in these measures the private financing
represents around 75% of the total cost). The second axe, according to its participation in
the total cost, was the improvement of the efficiency of agricultural holding, and in this
case, the private contribution was much smaller than in the previous case. Finally, the
accompanying measures have an important participation in the public contribution to rural
development in the region (around 30%).

In relation to the distribution of the funds among different areas, we can distinguish zones
according to the membership to the area Objective 2, to areas with specific limitations
and to different counties. In the next table, the main available figures coming from the
interim report (FBG, 2003) are summarised.

As it can be observed, the mountain and ordinary areas concentrate a big proportion of
funds. However, the relative figures show that in the two limited areas the investment by
inhabitant is above the one in the ordinary area, which accounts for more than 73% of the
regional inhabitants. In contrast, when the relative figure is obtained using the number of
km2, the mountain area receives a smaller quantity of funds. This last area concentrates
more than 50% of the total funds assigned to Axis 1 - Improvement of the effectiveness of
the agricultural holdings. This can also be seen in the case of the less favoured area and
Axis 3 - Agricultural infrastructures. Finally, the ordinary area receives more than 85% of
the funds directed towards the food industry.
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Table 4.29 Distribution of funds amongst measures, 2000-2006 (€millions)

Public financing Total

Axes/Measures

Total EU expense
ﬁg{zi;éslmprovement of the efficiency of agricultural 57 .4 22.8 109.8
1.1. Investment in agricultural holdings 34.4 13.8 91.8
1.2. Establishment of young farmers 18.0 9.0 18.0
Axis 2: Agri-food industry 49.6 31.0 206.6
‘2).rl.d1u.clcrsnprovement of processing and marketing agric. 47.9 29.9 199.5
2.1.2. Improvement of processing and marketing forest
products 1.7 1.1 7.2
Axis 3: Agricultural infrastructures 52.2 26.1 52.2
3.1. Land Re-parcelling 52.2 26.1 52.2
Axis 4: Accompanying measures 83.9 41.9 90.2
4.1. Early retirement 14.0 7.0 14.0
4.2.1. Less favoured areas 23.7 11.8 23.7
4.2.2. Areas with environmental limitations 3.0 1.5 3.0
4.3, Agri-environmental measures 18.0 9.0 18.0
4.4, Farmland afforestation 25.2 12.6 31.5
Axis 5: Forestry, natural habitat and countryside 36.9 18.4 40.2
5.1. Forestry 30.2 15.1 33.5
5.2. Maintenance of environmental values 6.7 3.4 6.7
Other actions 10.6 3.6 10.6
Total 285.5 143.9 509.6

Source: Gobierno de Navarra (2003)

The area outside the objective 2 hardly has any participation in the public financing of the
rural development program (the relative figure by square kilometre results significant
because it has scarce area). The 55% of the total public spending goes to rural Objective 2
areas, figure that is below the proposed objective in the program (66.9%). As these areas
are less populated, they obtain bigger quantity of funds per inhabitant. It seems that the
investment by inhabitant is higher in the areas with low population density. These areas
concentrate more than 60% of the funds assigned to every axe, with the exception of the
axe related to food industry that is directed mainly (84%) to the industrial area Objective
2.

The counties with biggest shares in the public financing are Ribera Alta, Noroccidental and
Tierra Estella. The county with the smallest share is logically the corresponding to the
regional capital, Pamplona, the area with the biggest urban character. The relative figures
show that the most extensive county, Pirineos, receives less than half the regional average
by km2. Concluding the territorial analysis, it could be said that the Ribera Alta county is
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the one with biggest level of intervention, in absolute and relative terms. On the other
side is the Pirineos county, with a low degree of intervention.

The analysis of the distribution of the funds taking into account the different axes shows
that the Noroccidental and the Ribera Alta counties concentrate the 34.7% and 19.8%,
respectively, of the funds assigned to the axe of improvement of effectiveness of
agricultural holdings. The two Ribera counties receive around the 80% of the funds
dedicated to the food industry, and 47% of the ones corresponding to the accompanying
measures. The public financing of the agricultural infrastructures is clustered in the mid
and south part of the region, Tierra Estella, Navarra Media and Ribera Alta counties, that
jointly received more than 75% of the available quantity of funds. Finally, the forest and
natural resources funds are located in the north part of the region, Noroccidental and
Pirineos counties.

Table 4.30 Territorial distribution of funds

Areas P'ublic' Population Surfzace Euros/inhabitan Eurzos/
financing (1) (km?) t km
Ordinary area 37.58 419,445 2,160 90 17,398
Less developed area 29.69 73,467 2,615 404 11,354
Mountain area 41.89 76,716 5,617 546 7,457
Outside Objective 2 0.13 76,327 14 2 8,871
Objective 2 industrial 48.46 400,842 3,492 121 13,878
Objective 2 rural 60.56 92,459 6,885 655 8,797
| Noroccidental 20.17 53,906 1,903 374 10,597
Il Pirineos 10.81 14,241 2,304 759 4,691
[Il Pamplona 6.62 299,009 777 22 8,522
IV Tierra Estella 17.00 36,019 1,542 472 11,027
V Navarra Media 12.45 30,931 1,302 402 9,561
VI Ribera Alta 26.50 56,381 1,225 470 21,631
VIl Ribera Baja 15.60 79,141 1,329 197 11,733
Total 109.15 569,628 10,391 192 10,504

Source: FBG (2003)
Notes: (1) The figures make relation to 2002

4.5.4.2 LEADER +

The entire region fulfils as a whole, at NUTSII and Il level, the conditions to be considered
as rural area in decline, because its density of population is around 50 inhabitants by km2,
and because its unemployment rate was 11.3 in the period 1995-97, superior to the
Communitarian average. But it was decided to concentrate the aids coming from the
initiative in the area Objective 2.

The local action groups that participated in this initiative were the same as those that
participated in LEADER II. Additionally, another programme named Prepirieno was shared
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with the Autonomous Community of Aragon, but which was included in the national
programme.

The general objective was to boost the social and economic development of the rural
areas, using an approach of sustainability in the strategies of development. Concretely,
the objectives can be summarised in the next ones: valuation of the natural and cultural
heritage, improvement of the economic background, improvement of the organization
capacities, and development of endogenous potential through putting into practice
strategies with a pilot character.

All these measures were articulated around four priority axes. One of these was the
network creation, that has not contribution at regional level because it is the responsibility
of the Ministerio de Agricultura, Ganaderia y Alimentacién (Gobierno de Navarra, 2001). As
it is shown in the Table 4.31, the cost of the program is concentrated on the first axe,
strategies of development.

Focusing on the most important axis, the main measure is again tourism, which
concentrates more than 20% of the funds dedicated to the first axe. The next positions are
occupied by valuation of cultural heritage, small enterprises and valuation of agricultural
products. The four mentioned measures account for three quarters of the available funds.

Table 4.31  Distribution of funds among axes in Leader + (€millions)

Public financing

Axes Private Total
Total EU

1. Strategies of development  16.08 8.04 15.5 31.58

2. Cooperation 0.8 0.4 0.08 0.88

4. Management and evaluation 0.12 0.06 0 0.12

Total 17.00 8.50 15.58 32.58

Source: Gobierno de Navarra ( 2001)

Table 4.32  Distribution of funds among measures included in Priority Axis 1

Measures ;rg:w?tlion) funds %
1.1. Acquisition of capacities 0 0
1.2. Costs of management and technical assistance 2.54 7.90
1.3. Services to the population 1.61 5.02
1.4. Natural heritage 3.48 10.83
1.5. Valuation of agricultural products 5.24 16.29
1.6. Small enterprises 5.71 17.75
1.7. Valuation of cultural heritage 5.76 17.90
1.8. Tourism 6.58 20.47
1.9. Other investments 0.36 1.11
1.10 Training and employment 0.88 2.74

Source: Idom Consultoria (2005)
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The distribution of funds among LAG is shown in the next table. Again, the most beneficed
group is CEDERNA-GARALUR, with almost 32% of the total budget. The group working in the
Ribera has the second biggest percentage of participation in the funds.

Table 4.33  Distribution of funds between LAGs (€million)

LAG Axe 1 Axe 2 Total %
CEDERNA-GARALUR 10.27 0.32 10.59 31.87
EDER 8.89 0.22 9.11 27.41
TEDER 7.77 0.21 7.98 24.00
Zona Media 5.42 0.13 5.56 16.72
TOTAL 32.36 0.88 33.24 100

Source: Idom Consultoria (2005)

4.5.4.3 A comparison with the average national behaviour

As in the previous programming period, a comparison with the average national behaviour
can be made, using the information about the distribution of funds among measures
provided by the Tables A3.5 and A4.29. The next Figure has been elaborated with such
information.

The comparison of the shown percentages leads to similar conclusions that were reached in
the previous one. That is to say, in the three analysed territories the biggest percentage
corresponds to the improvement of structures, mainly productive infrastructures. In
Navarre the funds dedicated to the improvement of infrastructures have more weight,
whereas in the other two territories the assigned funds to improvement of infrastructures
of irrigation presents bigger participation. Additionally, in Navarre the rural development
policy is more oriented towards the improvement of the agricultural holdings.
Correspondingly, it has fewer funds assigned to environmental improvements (only
farmland afforestation presents a bigger concentration of funds than it has in the other
areas) and economic diversification.

Compared to the previous period, the main changes are the following ones. First, an
important increase in the percentage of funds directed towards the improvement of the
productive infrastructures (mainly irrigation, measure that at regional level goes from 1.3%
of the total funds to 12.1% and at national level from 6.9 to 16.6%). At regional level it is
worth mentioning the increase of the participation of the early retirement and the
decrease of the modernization of agricultural holdings.

The measures related to environmental improvements received more relative attention in
the last programming period, mainly in Navarre and in other Non-Objective 1 regions.
Finally, the measures directed to increase the economic diversification of rural areas
diminish their percentages of participation in the rural development funds, affecting
mainly to the measures related to technical support and rural and cultural heritage.

SSPE-CT-2006-0044201 (STREP) 109



. . Deliverable 8.3
CA R L E D Development of socio-economic and
agricultural structures in selected rural
Structural Change in Agriculture

acud Bl el regions in Spain after EU accession

Figure 4.16 Distribution of funds among measures, Navarre, 2000-2006
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5 SUCCESS FACTORS IN MANAGEING RURAL CHANGES

Considering the behaviour of the entire region, we have seen that during the analysed
period the economic evolution has presented good indicators. In general, the GDP per
capita is bigger than the national average with significant growth rates, in some stages
bigger than the corresponding national or European average. However, in the last years,
the differential growth rate that used to be favourable to the region has reversed, and the
region is having a similar path growth present in other considered territorial units.

Anyway, the average wellbeing of the regional inhabitants has grown, as it was indicated
by the figures about the level of convergence. Comparing the situation of the region with
the European average, the improvement of the relative regional situation is evident,
improvement that was more important in the first years after the integration of Spain into
the EU. Nowadays, Navarre, being a region with an important participation of the
agricultural sector in its economy, presents higher levels of economic development than
the Spanish and European averages.

In relation to the employment, the situation has been similar to the Spanish average. Using
a criterion based on the growth rate of this variable in order to classify the European
regions among lagging, middle and leading ones, Bollman et al. (2004), analysing the
period 1980-2000, reach a similar conclusion. In this sense, Navarre can be considered as
an intermediate rural region with a middle behaviour.

The regional agricultural sector has better structural characteristics than the national
sector. However, as it was shown in the previous chapter, the behaviour is not
homogeneous within the region. Previous chapter showed how different counties present a
different character in relation to the urban-rural classification, and how the economic
activity and its evolution also vary between different regional areas. The differences make
reference to economy in general, and the agricultural sector in particular. These allow us
to go deeper in the analysis of the factors that may have had an effect on the evolution of
such areas.

The objective of this chapter consists of obtaining, through the analysis of the evolution of
the rural areas and the applied policies, the main success factors that explain the
aforementioned results. The chapter will be based on two kinds of information. The first
one makes reference to the evaluation reports of the different rural development
programmes applied along the three programming periods. The second one is based on the
interviews made to some people related in different ways (academics, members of
regional local action groups, evaluators, etc.) to rural areas and rural development
programmes.

5.1 Brief description of the evaluation reports of Spanish rural development
programmes

As an answer to the requirement of the European Commission, the different rural
development programmes have had its corresponding evaluation report. The evaluations
have to obtain enough information to allow the improvement of the definition and
implementation of the programmes and policies and to value the social and economic
impact of the measures (Viladomiu and Rosell, 1998). Although the obtained results are not
very convincing, and there are some limitations, its utility cannot be scorned (Esparcia,
2001).
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In our case, and taking into account that there are three programming periods with their
evaluation reports*, it can be said that the quality of those reports has improved along the
time, in relation to the applied methodology and in relation to the evaluated matters. The
information included in the reports has increased along the analysed period. In general,
the impacts are grouped depending on the studied variable as social-demographic,
economic, environmental and territorial® ones.

5.1.1 First programming period

The final evaluation report* of the operational program of the area 5b in Navarre was
presented in 1999 (FBG, 1999). More than the 80% of the public funding was evaluated.

In relation to the demographic evolution, the report concluded that the population of the
affected area decreased between 1991 and 1996 around 1%, while in the same period, in
Navarre the population increased 0.4%. Nevertheless, it is worth noting that the decreasing
trend was much smaller than the one present in previous periods. At the same time, a
process of ageing in the population of the area was observed.

Respecting the socio-economic impact, the document makes some differences between the
two counties included in the area 5b. In the Noroccidental county the active and occupied
population decreased, having an increase in the unemployed population. In the Pirineos
county, the three indicators increased. Anyway, the unemployment rate in the area 5b was
always smaller than the regional average.

An increase in the participation of women in the active and occupied population was
observed, although the final rates are inferior to the regional mean. In this respect it is
interesting to point out that the unemployment rate of women in the area 5b increase,
whereas it decreases in Navarre.

It seems that the program had an interesting impact on the agricultural sector, where an
enlargement and modernization of the farms were observed. This was the base for an
increase in the receipts, a decrease of the costs and an increase of the agricultural
incomes, contributing therefore to the increase of the profitability of the farms.

During these years, the services sector and construction activities increased their
participation in the sectoral distribution of the economic magnitudes. In any case, the
agricultural sector keeps on showing higher figures than the regional average. Respecting
the livestock sector, the milk production had a decreasing trend and the cattle production
an increasing one, revealing the existence of a change of orientation in the livestock
farms. An increase was also present in the sheep production.

The tourist sector presented an important increase in its figures. The offer of
accommodation had a spectacular increase, mainly in the county Noroccidental. It is worth
mentioning that this sector had an important role in the integration of women in the
labour market. Most of the created jobs were occupied by women. A negative aspect is
that the majority of the created employment was part-time and seasonal.

Globally considered, the economic direct and indirect* impacts of the program, measured
through the effect on the GDP of the area Objective 5b using input-output analysis, were
estimated to be around 5% of the GDP.

“ The only evaluation report we could not have access to is the corresponding to the LEADER |
initiative, but in other ones we found some information about its main results.

“> The territorial distribution of the aids has been included in the previous epigraph as part of the
descriptive information relative to every program.

“ This evaluation was not compulsory, but the regional government decided to carry it out, and it
was elaborated by an independent consultancy enterprise.

SSPE-CT-2006-0044201 (STREP) 112



Deliverable 8.3

CARLED Development of socio-economic and
agricultural structures in selected rural
Structural Change in Agriculture - - - -
and Lo regions in Spain after EU accession

The environmental impact was at the same time negative and positive. The increase in the
number of tourists with the corresponding increase of risk of fires, etc. was attenuated by
means of the application of some measures to restrict the access to some areas. The
derived negative impacts from the intensification of the farms and the increase of cattle
residues were lessened through the improvement on the management of the residues. It
seems that during this period the inhabitants in this area became aware of the importance
of the environment for the survival of the rural world.

Additionally, through the results of a qualitative survey made in the affected areas, it
could be said that there was some consensus among the inhabitants of such areas about
the positive impact in the size and profitability of the farms, the increase in the number of
tourists, and the increase in the income, quality of life, roads and habitat improvement.
But, there is also consensus about the scarce impact of the program in relation to the
maintenance of the agrarian active population, to the change of trend in ageing of the
rural population, and to the incorporation of young people to the job market. An
interesting conclusion of the evaluation report is that it has not been possible to put into
practice a new dynamic of participative rural development, that it is considered of great
importance in order to have better results in the rural development process.

During this period, the LEADER | initiative was applied in the same area. The available
information (FGP, 1999) about the impact of the initiative was positive, in the sense that
there was an important creation of employment (193 jobs and the consolidation of 245
additional ones), mainly in the tourism sector where the investment was so important.
Anyway, the effect in the agricultural sector was also important, through the creation or
improvement of installations of some agro-food industries in order to improve both the
production and commercialization of agricultural products.

5.1.2 Second programming period

The evaluation of the measures adopted in the single programming document for the areas
Objective 5b in Navarre during the period 1994-1999 was concluded in July 2001 (FBG,
2001). In relation to the degree of fulfilment of the objectives, it does not reach the 100%
in four of the total number of indicators considered as main ones, that is to say, in the 30%
of the cases. The priority axe 2, diversification of activity and creation of employment, is
the only one that reaches all the foreseen objectives.

The economic objectives have been partially reached, and the program has contributed to
the increase of the economic and social cohesion of the region. In the area Objective 5b
there has been a bigger increase in the participation of the services sector in the economy
and in the agricultural productivity. In this case, using the Input-Output model, the global
impact in the economy of the area has been estimated to be 7.7% of the total gross value
added, 5.8% directly and the rest indirectly.

The improvement of the agricultural infrastructures has had an effect on the incomes,
specially valued by the beneficiaries. But, both the concentration of plot lands and the
modernization of irrigation farming have contributed significantly to the diminishing of the
time dedicated to the farm and to a substantial improvement of the labour conditions.
These are considered as very important in order to guarantee the generational renewal.

In the industrial sector, the measures were directed to the improvement of the scarce
capacity of investment and innovation. There were some measures that helped the sector

“" In this estimation the induced effect (the increase in the consumption derived from the increase
in the income) is not included.
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to increase the orientation of the production to the differentiation of the products and to
the improvement of the quality.

In relation to the diversification of the rural economy, the forest sector has started to be
considered as a potential source of additional income, and the program has helped to the
creation of new business and some jobs. In the tourist sector, the development has been
important and well considered by the implied agents. The measures have contributed to
the maintenance and creation of enterprises. Moreover, some of them were directed
towards the improvement of infrastructures and the cultural and natural heritage, actions
that increase the tourist appealing of the rural areas. Anyway, it keeps on being an activity
with a high participation of women (75% of the jobs was occupied by them), and with a
high seasonal component. But, as in other regions, the environmental issue is envisaged as
a potential source of conflict although until now it has hardly been considered (FBG, 1998).

In relation to women, the evaluation report values the complementarity of the gender
perspective of the program. The conclusion shows that only three measures (representing
18.8% of the public spending) could be qualified as positive in this matter, that is to say,
they integrate at least one objective related to equal opportunities for both men and
women. These measures are included in Axis 5 (valuation of human resources) and Axis2
(diversification of economic activity). On the other hand, there are six measures qualified
as negative or without any effect in this respect, but with a high participation in the total
budget (58.7%).

The impact on the environment is not valued very positively. There have been some
measures that have had an important impact (less contamination derived from urban
waste) but in other cases, the territorial impact has been small (measures of fire control).
In any case, the impact of many of such measures must be expected in the medium and
long term.

The perceptions about the improvement of quality of life seem to be positive, mainly due
to the increase in the endowment of infrastructures and the recuperation of some
degraded areas. However, and in the same way it happened in the previous programming
period, there is no impact in the objective of maintenance of the population in the area.
The same dynamic has been observed for the young people, and again, the abandonment
of the area by these people is mainly due to the lack of availability of appealing jobs. In
the best-communicated areas the population has maintained and the phenomenon of
second homes has been favoured (Garcia, 2002).

Additionally, the managers of the actions have perceived the program as a sum of
measures, that although it has a global perspective, it is not the result of a common
diagnostic. They miss an integral perspective in its conception and its working.

In relation to the LEADER Il initiative, and according to the evaluation report (UPNA, 2001),
during this period, the investments related to the initiative are estimated to have led to
the creation of 490 jobs and the consolidation of 561 additional ones. These figures are
positively considered, as the bottom-up approach used in the initiative, that jointly with
the autonomy of the groups to manage the projects allow the adaptation to the
characteristics of every area. But, the report suggests the need to obtain a bigger degree
of knowledge and implication of the population, because in this programming period it
seems that not many people knew the initiative.

5.1.3 Third programming period

The interim evaluation report of the rural development program of Navarre for the period
2000-06 (FBG, 2003) points out the difficulties inherent to the realization of the evaluation
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at the beginning of the programming period. Therefore, the results presented here must
be carefully analysed, until the final report is available.

The report indicates that the social objectives are almost reached, as for example the
maintenance of the population in rural and in less favoured areas. But, there are others
that would need some effort to be reached before the end of the programming period, as
for example the increase purposed for the women activity rate. In this respect, the
evaluation has made clear that the program has not an adequate integration of the
principle of equality of opportunities between men and women. This was the reason to
carry out a specific evaluation that was finished in May 2005 (Idom Consultoria, 2005). The
main obtained conclusions are that the rural development program has not included
guidelines directed towards favouring the participation of women and neither has adopted
measures of positive action with the same objective. In order to have an idea about the
participation of women, in the last execution report (Gobierno de Navarra, 2007a) it is
pointed out that women account for around 20% of the people benefited by the program.

In relation to the economic objectives, the report points out that the indicators used to
measure the reach of them seem to have a backward step respecting the initial situation.
For example, the agricultural income by annual work unit has reached only the 58% of the
initial objective.

Finally, the level of efficacy reached in the environmental objectives is high in relation to
the organic agriculture and in the actuations on protected areas, but it is low in forest
interventions and the maintenance of autochthonous breeds. Anyway, it seems to be a
necessity to reinforce the actuations that favour the environmental sustainability of the
agricultural activity due to the increase of the risk of negative environmental impacts
(because of the intensification process, the restructuring to orientations with bigger
consumption of inputs, and the increase of the size of the farms).

As in the case of the rural program, the final evaluation of the LEADER + initiative has not
finished, but the interim evaluation and its revision (Idom Consultoria, 2003 and 2005) are
available. Using the information presented in these documents, it could be said that the
financial execution of the program was for the period 2000-2004 around 25% of the total
programmed one for such period (15.6% if considering the total period), and the reason for
this low level of execution was the delay in its approval. Anyway, it seems that there
would be no problem to reach the established objectives. For the time being, 157 projects
have been developed (153 corresponding to axe 1 strategies of development).

About the impact of the intervention, and taking into account that the analysis was carried
out before the end of the programming period, the reports present a partial analysis. The
main conclusions obtained are that the initiative has had a significant impact on the
territorial cohesion of the benefited areas, it has favoured the development of alternative
economic activities, it has contributed to the improvement of the endowment of basic
services and it has encouraged association in the rural habitat.

All these circumstances have led to an improvement of the situation of rural areas,
especially in relation to the maintenance of the population in these areas. This change in
the trend of rural exodus has been mainly related to the contribution of the program to
encourage the business initiative, helping besides to the increase in the endowment of
public services and to the development of alternative economic activities.

Anyway, the reports pointed out some problems that would need attention in the next
programming periods: the demographic unbalance, the higher rate of unemployment in
rural areas, the potential increase in the future of the rural exodus due to the high
incidence of the unemployment among young people, the existence of gender inequalities
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in the job market, the still reduced diversification of economic activities and the scarce
number of professional farmers.

5.2 Success factors - Experts’ View

In order to have a comprehensive view about main factors that could help to understand
the differential behaviour of the rural areas, we have included among the surveyed
stakeholders some representation of different groups engaged in rural areas and policies
(Table A5.1). First of all, there are representatives of different groups related to rural
development at regional level: institutional representation, academic and people working
near rural agents (such as local action groups or technicians of different areas).
Additionally, and in order to have a more general vision about the rural situation, there
are some surveyed people that have an opinion in a wider territorial context. We have
tried to have at least one opinion of every one of the considered groups that could have
potential importance from a rural development perspective. In order to have a better idea
about the differences among them, we will make reference to three groups: the academic
group, the evaluator one and the group of experts related directly to the rural areas (LAC,
techniques, etc.). We have five people in every group.

One of the questions made to the stakeholders was related to the evolution of the rural
areas along the analysed period in this report, that we have divided in five stages: before
the integration of Spain into the EU, the stage between the integration and the starting
point of the first programming period, and the stages corresponding to the three
programming periods. In general, and according to the results previously shown by the
evaluation reports, the best period for the rural areas was considered the last one,
between 2000 and 2006. On the other side, the corresponding period previous to the
integration of Spain into the EU was considered the worst one

When they are asked about the reasons of such choice, most of them agree in speaking
about two factors. The first one is the total volume of funds assigned to rural areas. They
agree that in the last programming period the amount of resources was the most
important, and that before the integration into the EU, those quantities were not
significant. To have an idea about the accuracy of such notion, in the Table 5.1 the total
spending of the three programming period is included. As many of the stakeholders
suggest, the volume of the expenses included in the different programmes is increasing, in
such a way that in the last period it accounted for more than five times the available
quantity in the first one, although the participation of the public sector has varied a lot.
To this respect, the most important contribution took place in the last programming
period, but if we take into consideration the participation in the total expenses, the public
effort was bigger in the second programming period.

The second factor mentioned and related to the good evolution of the rural areas is the
general economic evolution of the economy or of other sectors different from the
agricultural one. That is to say, the rural areas perform with a similar pattern to the
observed ones in other sectors of the economy. This opinion means that it is very
important to have a healthy economy. But according to the data included in the previous
chapter the best periods in this respect were the one after the integration into the EU and
the last nineties, result that seems to contradict the mentioned opinions. But, if we
consider the level of the GDP or per capita GDP, both indicators present a verified
improvement, and then, the last years were the best ones. Moreover, the worst period was
the one previous to the integration into the EU, the one pointed out as the one when the
rural areas present the worst evolution. Therefore, there is some consistency in the
answers of the experts.
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Table 5.1 Distribution of funds for the programming periods

1990-1993 1994-99 2000-06

EMillion gfoegr;ﬁ]r?“al LEADER | Is,‘rr(‘fél;m LEADER I ﬁ‘r‘gam LEADER +
Total 100.0 16.3 166.9 32.9 509.6 32.6
Public  49.0 11.8 116.8 16.2 285.5 17.0

EU 22.0 1.9 58.8 6.0 143.9 8.5
Other 26.9 9.9 58.0 10.2 141.6 8.5
Private  51.0 4.4 50.1 16.7 224.1 15.6

1990-1993 1994-99 2000-06

In% gfoegr;tr‘:”al LEADER | g‘r’;ggl;m LEADER I E;‘Or;am LEADER +
Total 100 100 100 100 100 100
Public  49.0 72.7 70.0 49.3 56.0 52.2

EU 22.0 11.8 35.2 18.4 28.2 26.1
Other 26.9 61.0 34.8 30.9 27.8 26.1
Private  51.0 27.3 30.0 50.7 44.0 47.8

Source: Own calculations

As a result of such evolution, most of the experts consider that the situation of the rural
areas is normal or good. In relation to the main advantages or strong points of such areas,
the stakeholders pointed out mainly two, the endowment of natural resources and related
to it, the level of conservation of the environment. Additionally, some of them pointed out
as an additional positive point the contribution of the tourist activities to the rural
economy. All of them are not related to the agricultural sector, showing that the agrarian
perspective is losing importance when speaking about the situation of the rural areas,
more focused now on the diversification of the rural economies, mainly through tourism.
The aspects included as possible weaknesses that could influence the future development
of the rural areas are related to the endowment of general infrastructures, and a
demographic problem underlined in the previous chapter. Concretely, the scarce capacity
that those areas have shown to maintain the young people has been mentioned by many
experts. The derived problem is the increasing ageing of the rural population, taking into
account that at the same time the population lost is the best qualified one. That is to say,
the rural areas have lost young people and human capital. It is interesting to indicate that
all the stakeholders related directly to the region agree with this statement, so it is
evident that this is one of the problems in the regional rural areas that has not been solved
along the period, as it has been shown before. It is also mentioned for some of them, as
additional weaknesses, the deficiencies found in the commercialization structures of the
agricultural products and the difficulties of such areas in adapting to the institutional and
general changes.

Is the evolution and actual situation of the rural areas depending on the rural policies
applied along this period of time? The question makes reference to the effectiveness of the
rural policies. In general, the answer is positive, and therefore, the stakeholders think that
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there is some margin for the public interventions trying to impulse the development of
such areas.

The consideration of other sectors different from the agricultural one is considered as one
of the most important aspects related to the rural development policies, whereas the use
of an approach oriented to the agricultural sectors in some cases is seen as a limitation of
some of the measures, because there is not enough confidence in this sector as the key
participant of the rural development process. In this sense, it is obvious the need of
impelling the diversification of the rural activities as a way to boost the rural
development. This result is in line with the last trends in rural development declared by
some international organisms. For example, for the OCDE (2006), the agricultural sector is
still important in shaping the rural landscape, but it has a minor role in economic terms.
For this institution, for the time being, the public policies in rural areas have been focused
mainly in agricultural activities, and taking into account that agriculture represents a small
percentage of the GDP, the ability of such public interventions to influence well-being
across all the rural population is limited. Additionally, agricultural support has been mostly
to be concentrated on wealthier regions where farms are large and productive.

In accordance with the aforementioned idea, the measures oriented towards the
conservation and recovering of the environment are very well considered by the experts.
Again, the focus of the rural development is oriented to new areas of interest, in many
cases, linked to activities different from agricultural ones.

It is also highly valued by many of the experts the use of a territorial and integral approach
for the design and implementation of such rural development measures. Allocation of rural
funds should be based on needs of rural areas, in particular to those with the biggest
problems, and not to the most dynamic ones, as it has been happening in the past. In this
sense, it should be interesting to obtain a better territorial targeting to address the
specific problems of lagging rural areas more efficiently (Nunez, 2005). In this respect,
there is some disagreement with the last changes in the public policies with possible effect
on rural areas.

During the analysed period, the used approach has changed. First, the orientation of the
change was from a sectoral perspective to an integral and more territorial one. But in the
last years, there have been some changes in some measures that have counteracted the
previous trend (for example, the LEADER initiative has passed from being able to be
applied only in some rural areas to a possible application in all the European rural areas,
losing some of its territorial character). The fact that the rural policy started to be
managed through only one fund could be a limitation, because the problems of rural areas
affect diverse areas, which asks for an integral approach. In the case of Navarre, in the
first two programming periods, the overview of the rural problems was more uniform,
because all the structural funds participate. In these periods, also questions related to the
formation, general infrastructure and actions in other sectors were tackled. In the last
programming period, the program focused more on the primary (agricultural and forest)
sector (Garcia, 2002), as only one fund (EAGGF) was involved. This result agrees with the
point of view of Mantino (2005) for whom the separation of rural development from other
cohesion policies seems to be negative, because this implies that it will be isolated from
other policies, and then divided into sectors. This would reduce the diversification
component of the programmes.

As a positive aspect of the rural development policies in relation to the national and
regional rural areas, it is pointed out the importance of the implication of the regional and
local authorities, and also other local agents, in the design and implementation of the
rural development programmes. However, there also some negative aspects considered by
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the group of experts. One of them is the elevated level of bureaucratization that means
that many actors (benefited from the aids, local action groups, local and regional
authorities) need to spend a lot of time solving administrative questions, instead of
dedicating their time to more productive tasks.

The question of the need of co-financing for the measures included in the rural
development programmes was also discussed. In the literature we found some authors who
pointed out that in the poorest regions the rural development measures are least used
because of the lack of enough regional or national funding (Mantino, 2003a, Shucksmith et
al., 2006). However, in our case, the obtained answers lead to conclude that in the
regional analysed case this is not a problem. These answers could be justified because
Navarre is one of the richest Spanish regions, and it is not badly situated in the European
context. Therefore, the existing problem in the poorest regions probably is not present in
our case.

One of the concerns about the rural development policy has been that it has been focused
on the rural areas as a block, as if all of them were homogeneous with similar problems
and opportunities, without taking into account the diversity of rural areas (Pezzini, 2001).
In particular, in the case of the European policies, there are not differentiated policies in
relation to territorial typologies, although there are in the intensity of funding (Noguera et
al., 2004). This has made that the most dynamic rural regions have benefited on a bigger
extent from the measures proposed in the rural policies, as it has been shown in the
results obtained by Shucksmith et al. (2006) where it was pointed out that the support
coming from the CAP (pillars | and Il) is not focused on the most disadvantaged regions of
the EU. This is also pointed out in our study, because many of the stakeholders consider
that there has been an elevated concentration of the aids coming from the rural
development programmes in those more dynamic regions, and it is considered as a
negative consequence of the way the rural policy is designed.

In line with this question, it seems to be a general agreement about the different pattern
that the rural areas have had. There are some areas that have made some progress, some
that have got stuck and others that even have gone backwards. And it seems that this
differential behaviour has been, to some extent, related to the applied rural policies. It is
true that in every region not all the economic, demographic, social and environmental
features have performed in the same way.

The economic characteristics considered to respond in different way on a bigger scale are
the increase in the endowment of infrastructures, the participation of the services sector
in the economic magnitudes and, correspondingly, the creation of jobs. In a second level,
the importance of the tourist activities and the access to new technologies are also
mentioned.

There is also some level of agreement about the different behaviour of the demographic
characteristics. In this respect, the maintenance of the population in rural areas seems to
have the most differentiated behaviour, and, as a consequence of it, the level of the
ageing process. In the rural areas where there has been a deep process of abandonment,
the people staying put in the rural areas have grown older. Asked about the possible
differences in the presence of seasonal population or in the reception of immigrants, the
experts agree on its small importance.

In relation to the social features, the obtained answers suggest that the living conditions in
rural areas have changed at a different speed in different rural areas. It is also considered
that the business initiative of local people in such areas has increased more in some
regions than in others. But there are significant social concerns that have behaved with no
differences among areas. In this group, questions such as the participation of women in the
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job market, the increase of the human capital, the participation of local agents in social
activities or even incentives to form any kind of association, are included.

Finally, the experts agree on the way that rural areas have a differential behaviour
respecting the environmental concerns. Considering three sides in the sustainability
triangle (social, economic and environmental development) for Beaufoy (2003) there has
been considerable progress on the first two aspects, but the environmental challenge
requires a change in the behaviour of local people, mainly farmers as well as investment in
new infrastructure and new actions on the part of the regional and local governments. The
environmental development needs investment in people who will promote the established
objectives for rural policies because human and organizational capacity at local level is
necessary (Beaufoy, 2003). Additionally, it has been pointed out by other authors that the
environmental support shows a bias towards northern states in the EU, being the poorest
regions the ones which prioritise agricultural development (Dwyer et al., 2002). In general,
two types of regions can be distinguished. The Mediterranean ones where the main
objective is the modernization of the agricultural holdings, because the structural problem
is the most important for them (the weight of small farms in bigger than in other areas),
and the North-European countries where the main concern is related to environmental
issues (Mantino, 2003b and 2005). This seems to be the opinion of the stakeholders,
because most of them consider that there are a lot of differences among regions, mainly in
questions as the revaluation of natural resources of some rural areas and the recognition of
the leading role played by the rural areas in the conservation of the natural and cultural
heritage. However, there is also some agreement about the small changes observed among
the population in relation to the increase in the environmental sensibility, which is at the
same time considered as an important positive effect of this kind of intervention.

In relation to the environmental concerns, one additional effect of the rural development
programmes has been the increase in the intensification level of the agricultural holdings,
as it was pointed out in the evaluation reports. This idea was also supported by many of
the experts, who pointed out that this is one of the most negative effects of some of the
measures of the rural policies. The growing intensification level can have important
negative incidence on the environmental resources in some areas, where exploitation of
the natural and environmental amenities is important. The mentioned behaviour can
therefore limit the possible future development of some alternative economic activities in
rural areas.

These people also indicate that the increase of the tourist activities have had a negative
effect on the environment as the human pressure increases. This has been also shown by
other authors (Canoves et al., 2004) for whom even though the tourism contributes to
income and employment opportunities in the rural areas, it has important costs. Among
the environmental ones, it can be mentioned that the presence of large numbers of
tourists and the provisions of facilities to match their needs may even destroy the
countryside, the increase of pollution and how the growth of the activity level may
negatively affect the biological and ecological ecosystems. Among the cultural ones the
risks of conflicts between local and visiting people or the changes in the local and cultural
traditions can be included.

As we have seen before, many of the stakeholders consider that the rural areas do not
perform equal in relation to many of the analysed questions. This was the reason to ask
them about the factors that they consider the most important in order to explain the
differences in the behaviour among rural areas. The question was which ones were the
factors that could help to understand the success of the most dynamic areas or regions,
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taking into account that the problem is complex and its causes are many and very often
rooted on historical circumstances (Roberts, 2002).

With the answers of the experts, it can be pointed out that the main factor shaping the
development of successful rural areas is the endowment of general infrastructures. This
result agrees with the statement made by the OECD (2003), organism that attributes the
main difference between lagging and leading rural areas to the level of available
infrastructures.

But it seems that this explaining factor could be related to the second most frequent
question mentioned by the experts. This is a factor considered as very important by many
authors working in the rural development policies. In this sense, Noguera et al. (2004),
speaking about types of territories, suggests that peripherality is considered a handicap for
development, bearing in mind peripherality as the lack of accessibility to urban and
economic centres. Additionally, the distance from an urban centre in many occasions is
related to the difficulty of establishing the necessary producer services and investments to
support economic development, and on this context, the entrepreneurs have additional
difficulties to start up new enterprises in those areas (Pezzini, 2001). Besides, the amount
of funds towards rural development is positively correlated with accessibility, indicating
that more accessible regions tend to obtain higher levels of support (Shucksmith et al.,
2006). All these circumstances may provoke that some rural areas, located in an urbanising
environment could be benefited from it (Bryden and Bollman, 2000), but it is not the key
in all cases neither it appears as a sufficient condition to explain the differential behaviour
of some regions (OECD, 2006).

The improvement of the transport communications infrastructures has allowed expanding
the area of influence of urban centres, enabling people to work in such areas whereas they
are living in rural areas, and at the same time it has allowed to attract to rural areas
investments and workers, and then growth tends to be concentrated on the most
accessible rural areas. These factors have contributed to change the demographic trend in
some rural areas (OECD, 2006). For some of the surveyed stakeholders, the proximity of
rural areas to the urban centres is the most important element in order to explain the
differential development process.

Specifically, and speaking about the regional rural areas (counties), there is some
consensus about the difficulties that the most remote rural areas (mountain areas) have to
confront. Oliva and Camarero (2002) using cluster analysis show the existence of two
clusters, including remote mountain municipalities where the agriculture has been the
main activity but without possibility of retaining young people and with the corresponding
depopulation and ageing. Through an analysis of principal components using municipal data
Aldanondo et al. (2007) reach similar conclusions, obtaining one axe related to the level of
urban character of the municipalities and another one, inversely related to the first one,
which accounts for the distance to the main roads and the capital.

Until recently, the method used to get rural areas closer to urban ones was through the
investment in the improvement of the transports infrastructures, but nowadays the new
technologies have started to be considered as very important. In this sense, it could be
interesting to take into account that the development of the information and
communication technologies has meant a new way to bring the rural areas closer to the
urban and economic centres. This is also the idea of the regional government (Gobierno de
Navarra, 2005b) when approving the territorial strategy of the region. In that document
the focus is put mainly on the mountain areas, where the development of these
instruments can help the increase of the amount and quality of the tourism services
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offered by these areas. But this new opportunity could have the contrary effect if the
necessary investments are delayed in rural areas.

Another endowment that could make some regions to be successful in the development
process is the one related to natural resources and rural amenities. In this respect, the
regional evidence is not clear, and maybe it has to do with the idea pointed out by Terluin
(2003). This author found that there is not relationship between the quantity of available
natural resources and being a leading region, but it could be important the level to which
this kind of assets are valued in such a way that they are able to generate added value. In
this respect, the stakeholders think that this endowment is not important, and this idea
agrees with the regional situation. The mountain remote areas are the ones best endowed
in this respect, but they are the ones with a biggest demographic worsening.

In this respect, there are also some complaints in these regional rural areas about the legal
requirements established in order to safeguard the natural and environmental resources.
Sanz (2007), through a qualitative research in the Pyrenees area, concludes that in this
area an important percentage of the population has the idea that their territory will be
turned into a “natural museum” to be used for the enjoyment of urban tourists, so that
they will use some of their spare time without any price. In contrast, the inhabitants in the
mentioned areas must charge all the costs, as they have more difficulties to develop their
business (mainly livestock and sheep) due to the increasing environmental requirements.
Complaints go beyond the increasing costs of keeping up with the environmental
regulations. As the continuation of the agricultural activity is more difficult, and as new
business opportunities are not easy to start®, depopulation and abandonment of the area
will recur.

Some of the stakeholders have manifested their agreement with the previous statements.
For some of them, the rural and agricultural policies applied in the region have used
different approach in different areas. In the south, the goal has been to reach an
competitive and intensive agricultural sector with very important investments in
agricultural infrastructures, including some which have been very controversial from an
environmental and economic point of view. However, in the north of the region the idea
has been the mentioned before, with the corresponding limitations to develop the
agricultural sector.

In this respect, some of the experts have declared that the rural policies have had more
impact to sensitize the visiting population than the own population to the environmental
and natural value of the rural areas. Maybe, some of the aforementioned behaviour of the
rural population is related to a lack of awareness and conscience about the values of some
of the available rural resources.

Some authors (Mantino, 2005; Bryden and Bollman, 2001) have suggested that the local
development depends on other aspects different from the typical objectives of the rural
development policies (enhancing structural change in agriculture, developing of income
diversification, creating favourable conditions for internal and external investments,
encouraging linkages among sectors and improving living conditions for rural population).
Concretely, these authors mention factors such as historical ones because the development
process is influenced by the pre-existing structural and cultural factors, social capital as
combination of skills, social networks and attitudes, innovation and local institutions. The
role of policies promoting rural development will depend on the institutional and social

“ It is important to remember that the population of these areas present three characteristics that
limit in an important way its business initiative capacity. They are the elevated male index, and
joined to it, the elevated proportion of singles, among an ageing population.
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ability of all kinds of participants to use such policies in the best possible way (Mantino,
2005).

Also Terluin (2003) recommends adjusting administrative structures, the linkage among
different levels of authorities in order to stimulate the bottom-up initiatives and, as a
consequence, to stimulate employment and economic growth in rural areas. Then, it could
be interesting to know the opinion of the experts about the possible influence of a good
coordination among authorities in the success of some areas. In general, the experts do not
consider this aspect as very relevant, being academic and evaluator experts who specially
value it. In this sense, the aforementioned work of Sanz (2007) shows the difficulties of
communications that arise among the regional authorities and the local ones and the
inhabitants in some areas of the Pyrenees. There seems to be a lack of understanding that
hinders the start and execution of some measures.

These ideas lead to the next question, which has been shown by the evaluation reports:
the scarcity and even the lack of participation and implication of rural population in
putting into effect the rural programmes applied along these years. Many authors have
pointed out the importance of these circumstances in the process of local development.
This was the reason to ask the experts about the possible effect on development of the
differential behaviour of population in the analysed rural areas. It is considered as very
important, but again we found some differences among the groups of experts. The
academic and evaluator group values this factor as one of the most important ones,
whereas the people working closer to rural population include other factors as more
important.

One additional question that has been considered as important in order to explain the
different evolution of the rural areas has been the endowment of human capital, and also
related to it the development of innovative initiatives and the participation of local
entrepreneurships in the rural development process. In general the three mentioned
questions are considered to be important factors in helping to explain the different
responses of rural areas.

To this respect, it was also considered as an important aspect the participation of the
population in some social and economic structures implying some degree of compromise
with other people and with the area. In the regional case the participation of many
farmers in some cooperatives (grouping the demand of some inputs or the offer of some
products) has been considered as a very positive point in order to gain some market
competitiveness and therefore better economic results, but also as a source of social
cohesion. This kind of legal institution is considered as very important in order to promote
the social participation and in many cases the formation, and to maintain the cultural
traditions and to provide services to the rural population (MAPA, 2003). According to this
source of information at the beginning of this century, more than 65% of the regional
farmers belongs to one of the cooperatives of first level, and the 97% of the regional
cooperatives belongs to a second level cooperative. To show its relative importance, it
could be enough to say that its volume of sales is bigger than 60% of the regional final
agricultural production. But, there is a bigger concentration of such cooperatives in the
most developed areas. In the northern mountainous ones, because of different reasons, the
development of such type of organization is not so important.

Some of the surveyed people pointed out the importance of the availability of basic
services at similar level as in urbanized areas, and in this sense they agree with the OECD’s
position that the most successful strategy is a development based on the creation of an
urbanised countryside (OECD, 2003). Again the importance of getting closer to more urban
areas was emphasized as an alternative to the availability of such services in the rural
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areas. Some of the stakeholders suggest that this is a basic condition to succeed in making
the young people to remain in rural areas, jointly with the increase of job opportunities.
The experts stand out, among others, the importance of the availability of health and
education services as a way to attract population to rural areas, and the social services (as
nurseries) in order to maintain in the rural areas some collectives as women. In this sense,
some rural municipalities that have started to have enough offers of such services have
started to recover from the depopulation process.

Another source of differential behaviour among rural areas pointed out by some authors is
the reception of newcomers (Terluin, 2003). The different attitude of these new rural
inhabitants allows them to be able to mobilize local actors or even act as local leaders.
This idea was also formulated to the group of experts. Most of them think that the impact
of the rural policies in the reception of this kind of population has not been very
important, and correspondingly, this is not a circumstance that could help to explain the
different level of development among rural areas.

Finally, some of the stakeholders appreciate the positive impact of the bottom up
approach adopted by the LEADER initiative, as other authors have suggested (Nunez, 2005,
Schucksmith et al., 2005). But the scarcity of funds makes this program to have a marginal
repercussion, although it has contributed to the improvement of the initiative capacity of
the rural inhabitants, as it has been also mentioned in the evaluation reports.
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6 CONCLUSIONS

The Spanish economy has undergone a series of structural changes in the last twenty-five
years that led the country to be comparable with other EU economies. Among the most
important are the increase in the openness level of the country and the level of integration
with other economies. This has been related to both the process of democratization after
the dictatorship period and the process of integration into the European Union.

At the same time, there has been an important development process, as it is pointed out
by the comparison of the growth rate in Spain and other economies. That was translated
into the decrease of the wellbeing gap between the Spanish population and other EU
member states. The convergence process showed how the Spanish GDP per capita
increased from nearly 70% of the EU average (EU-15) to more than 90% in recent years.

One of the structural characteristics that is associated with the development process, in
general, is the decline in importance of the agricultural sector within the economy as a
whole. This is also the Spanish case, where agriculture’s contribution declined from more
than 16% of the labour force and 7% of the gross value added to around 5% and 3%,
respectively. At the same time, the modernization process that started during the 1960s
has continued and after Spain’s integration into the EU. This has implied an increase in the
level of mechanization, on the irrigated land and also in the human capital used in the
agricultural sector (although a big difference with the rest of the economy is still present
nowadays). Moreover, a change in the sectoral specialization has taken place. But one of
the main changes has been in the structural characteristics of the agricultural holdings,
with the disappearance of almost 600,000 farms and more than 300,000 annual work units.
This evolution has allowed the agricultural productivity to improve significantly. The farms
that remain in the activity have diversified their sources of income.

The evolution of the rural areas shows an important trend of depopulation: whereas the
Spanish population has grown, the population of the rural areas has diminished. However,
at the beginning of the nineties it slowed down and even, in some areas, a certain
recovering process was observed. Depopulation is accompanied by an increase of the aged
population and an increase of the imbalance between the number of men and women.
Both would limit the opportunities for future development in rural areas.

After the integration of Spain into the EU, these changes have been accompanied by
important measures of rural but mainly agricultural policies. In general, and confirmed by
many authors, the main intervention has corresponded to the market and income support
policies. Rural development measures had a smaller participation in the programming
periods and, above all, the amount of funds allocated has been marginal. Because of that,
the policies (including the rural development measures) had a sectoral approach.
Therefore within the rural areas, the Spanish farmers have been the main beneficiaries. In
this sense, the other rural inhabitants have been almost neglected.

However, the available figures show that there has been some increase in the level of the
diversification of the rural activities. In is interesting to point out the amount that some of
the programmes have dedicated to the promotion of the rural tourism and the
improvement in the commercialisation of the agricultural and rural products. In this
respect, the role played by the LEADER (and in Spain also the PRODER) initiative it has
been very interesting. Additionally, these initiatives have contributed to the necessary
change in the approach used in the rural development process. Such programmes have
changed from a sectoral approach to a more territorial one, trying at the same time to
motivate rural population to participate in the rural development process. Finally, it is
worth noting that the environmental measures have not been profusely applied, as it has
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happened in other Mediterranean countries where the main objective has been the
improvement of the agricultural structures.

The evolution of the Autonomous Community of Navarre must be analysed in this context.
This is a region that has not been included among the Objective 1 regions in the EU
regional policy. That is to say, in the twenty-five analysed years the regional GDP per
inhabitant has been always superior to the 75% of the EU average. This means that the
financial support received has been smaller than the Spanish average.

The regional economy has better results than the national level, and in the last years even
better than the EU average. The relative level of wellbeing increased quickly in the first
years after the integration of Spain into the EU, but in the last years, the growth rate has
been held back.

The largest proportion of the region’s GDP region is due to the services sector, as it
corresponds to a developed region. However, in the national and European context, the
region is relatively specialized in industrial and agricultural activities. The agricultural
sector still represents around 5% of the occupied population and gross value added. These
figures are related to a lower level of development.

The regional agricultural sector presents a bigger level of mechanization than the national
level, similar proportion of irrigated land, more human capital used in the sector and the
productive structure of the holdings better adapted to the market requirements. This
means that, at least in the national context, the sector could be characterized as
competitive and productive. The agricultural regional labour productivity has been
superior to the Spanish and EU levels mainly for the entire analysed period. Nevertheless,
it is important to have in mind that the sector, compared with other regional activities,
has the smallest labour productivity. An additional positive characteristic of the regional
agriculture is its high degree of integration with the agro-food industry, which moreover
represents an important percentage of the industrial sector. This has contributed to the
development of many quality labels.

Using the method proposed by the OECD, the region can be classified as an intermediate
rural area. With the national criteria, it can be said that more than 45% of the population
is living in rural or intermediate municipalities (more than 95% of the regional
municipalities). These figures mean that the region has a more rural character than the
national average. As in the national case, the rural areas are characterised by an aged
population with a larger participation of men and with less human capital than in the
urban areas.

The applied agricultural and rural policies have followed the national path, with the
necessary regional adaptations. In this respect it can be said that the region presents some
bias towards the measures related to the improvement of infrastructures and to the
improvement of the agricultural holdings. The environmental and diversification measures
have received less attention, although along the period the dedicated funds have been
gaining participation.

The evaluation reports of the different applied rural programmes (including the LEADER
initiative) show that the measures oriented towards the agricultural sector have received
more attention, so that they have had a positive impact in the economic situation of the
rural areas. The diversification measures have been mainly oriented towards the promotion
of rural tourism activities, and there has been some concentration of funds in such
measures. But other aspects of the rural development, such as the social or environmental
issues, have been less attended, thus the impacts have been smaller.

Currently, and due, among other things, to the funds received from the different rural
policies, the regional rural areas, in general, have a good situation. In spite of the little
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attention that the environment has had until the last years, it is one of the main strong
points of the region, jointly with their good state of conservation. The qualitative and
quantitative contributions of the tourism to the rural economies are also very well
considered. The main weaknesses are the demographic situation and the endowment of
general infrastructures.

The latter has been considered as the most important factor explaining the behaviour of
the most dynamic rural areas, also related to the closeness of such areas to urban and
economic centres. In this sense, there seems to be a high level of agreement about the
importance of increasing the proximity of rural areas. Until recent years this objective was
obtained through the improvement of the transport infrastructures. Nowadays, and from a
policy perspective, the measures must focus on investments on infrastructures relative to
new information and communication technologies that are considered as one possible
instrument to reach the closeness of the rural areas allowing at the same time to develop
new ways for diversifying the economic activities.

Additionally, it would be desirable, that the agricultural sector to lose its role as a key
participant in the future policy measures. With no doubt it has been an important element
in order to explain the rural development path. But there has been a development of other
activities that are able to profit from some rural resources with an increasing participation
in the economic figures. These other activities, most of which are related to the natural
and environmental resources, need to receive more attention from a policy point of view.
In this sense, the cultural and environmental capital must be improved through the
necessary preservation and conservation policies, because they are increasingly more
important due to the growing importance of tourism and recreational activities in rural
areas.

In order to guarantee that the assumed objectives for the previous measures are reached,
the necessary investment in human capital must be done. It is important that the rural
population has enough level of training in order to be able to benefit from such measures.
From the analysis of the regional case, the importance of creating the necessary networks
between regional and local authorities and between all of them and the rural population
can be also derived. In the first case, it will be important to improve the management of
the rural policies, and secondly, to avoid possible conflicts of interests, as it has happened
in the regional case. That is to say, the human and social capital need to be considered as
main focuses on the rural development measures and policies.
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