I ntroduction

Organic farming has been developing in the Czech Republic since 1990. The number
of these fams has grown dgnificantly since that year, in which the Czech Republic had only
three farms that gpplied organic farming methods. In the end of 2003, there were 810 organic
farms, farming the area of 254,995 hectares, which represents 5.97% of the tota agricultura
land fund of the Czech Republic and exceeds the EU average, which is gpproximately 4%.

The largest expanson of lands used organic farming occurred in the years 1997 —
2003, particularly in connection with the renewd of government aid to organic farming in
1998, which represented a follow-up of the government ad provided in the years 1990 —
1993. This ad was provided in the form of direct subsdies distributed under a government
regulation concerning support of nonproductive functions of agriculture. A comparison of the
funds provided in the years 1998-2003 shows that while the government subsidies to organic
farming amounted in 1998 to approx. 48 million CZK (approx. 1.6 million EUR), the amount
of these subgdies grew in 2002 to more than 210 million CZK (approx. 7 million EUR). The
subsidies paid to organic farms in 2003 amounted to more than 230 million CZK (gpprox. 7.7
million EUR).

The financid ad is provided to organic fams in the Czech Republic over the entire
organic farming period and is not limited to, for ingtance, the converson period. The Minigry
of Agriculture (MoA) has prepared a programme named “Horizontal Rura Development Plan
(HRDP)”, which has been implemented in accordance with the Council Regulation No.
1257/99 on support for rurad development and which will enable the Czech Republic to draw,
dter the entry into the EU, financid funds for support of rurd deveopment from the
guarantee section of the European Agricultural Guidance and Guarantee Fund (EAGGF). The
amount of co-financing EAGGF may cover up to 80% of cdculated payments The
programme of organic faming subgdies is one of the agro-environmentd measures and
represents a follow-up on the subsdizing policies implemented by the Ministry of Agriculture
before the entry of the Czech Republic into the EU. The amount of these payments is 3,520
CZK per one hectare of arable land, 1,100 CZK per one hectare d grasdands, 12,235 CZK
per one hectare of perenniad crops and 11,050 CZK per one hectare of vegetables and herbs
planted on arable land.

The foregoing indicates that some areas of the development of organic farming have
been sufficiently provided for (by legidation or state support), while some other areas of the
organic farming sysem are 4ill underdeveloped and it is thus desrable to extend systematic
support to their development. These areas include, for instance, research and education of
farmers. At the same time, it is aso desrable to support the domestic market with organic
faming products The genera consumer public is not sufficiently informed about organic
farming. Therefore, the MoA has prepared an Action Plan for the Development of Organic
Faming up to 2010 (hereinafter only the “Action Plan”), which will support, in particular,
those organic farming areas that have not been sufficiently devel oped.

The preparation of the Action Plan is aso a response to the current developments in
this area that have taken place in the EU. A reform of the Common Agricultura Policy thet
has been recently gpproved means an overal change of the method by which the EU provides
support to the agriculturd sector. The new Common Agriculturd Policy will be focused on
consumers and will provide to EU farmers a the same time the liberty to produce what is in
demand on the market. The vast mgority of subsdies pad in future will not depend on
production volumes, and the qudity of production will be given priority over its quantity. The
provison of these subsdies will be bound to the compliance with the sandards of
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environmental protection, food safety and animd wefare. Due to a reduction of direct
payments to larger fams, farmers will have more money to spend on programmes related to
the environment, production qudity and rura development. Individua elements of the reform
will come into force in the years 2004 and 2005. It is evident that this reform, which is
focused on support of environmentaly friendly agriculture and on production of high qudlity
and safe food products, will o contribute to a dynamic development of organic farming.

The necessty to prepare the Action Plan has dso resulted from the conclusons of the
international conference on organic farming held in 2001 under the name “European Summer
Academy on Organic Farming’, which was atended by the Czech and by the Audrian
Minister of Agriculture. At the same time, the Action Plan is being prepared in accordance
with the conclusors of the meeting of the Council of Minisers of Agriculture of the EU,
which was hdd on 19 June 2001. These conclusons conddered organic farming as a path
toward sustainable growth and called for the preparation of an Action Plan of the European
Union for support of organic farming. The European Commission issued in 2002 a document
cdled “Andyss of the posshbility of a European Action Plan for organic food and farming”,
in which it asked the Member States to prepare thelr own action plans. With regard to this
fact, the Minigry of Agriculture of the Czech Republic prepared the nationd Action Plan until
the year 2010. The plan, whose organizationa and technica aspects were provided by the
Minigry of Agriculture, the Minisry of Environment, the Research Inditute of Agricultura
Economy and the Inditute of Agriculturd and Food Information, was prepared particularly in
cooperation with the representatives of unions of organic famers (PRO-BIO, Libera), the
controlling body KEZ o.p.s, agriculturd univerdties research inditutes and with the organic
farmers, processors and distributors of biofood.

The Action Plan congds of three main chapters. Chapter “A” ligs the main principles
of the preparation of the Action Plan and the principa arguments in favour of its adoption.
Chapter “B” describes the current condition of organic farming in the Czech Republic and
sets out the basc datistical data and issues relaing to legidation, control and certification of
organic faming. Chapter “C’ sets out the badc targets and priorities of the Action Plan,
which are divided into 6 topics.

Relation between organic farming, the environment and anima welfare
Strengthening customer confidence — promotion

Processing and marketing

Ability to do business and finencid viability

Research, education, consulting

. Pdlicy tools and solutions

The materid further contains a SWOT andysis of organic farming in the Czech Republic.

oukkowbdrE



GOVERNMENT OF THE CZECH
REPUBLIC

RESOLUTION

OF THE GOVERNMENT OF THE CZECH REPUBLIC
No. 236 of 17 March 2004

Regarding the Action Plan of the Czech Republic for the Development of

Organic farming
until 2010

The Government

|. takes note of the Action Plan of the Czech Republic for the Development of
Organic faming until 2010, included in Part Il of the materid ref. no.
237/04 (hereinafter only the “Action Plan”);

[1.  entrusts

1. to the Minister of Agriculture the preparation, in cooperation with the
Minister of Environment, of the final wording of the Action Plan;

2. to the Minister of Agriculture to initiate the formation of an inter-ministeriad

commission for the implementation of the objectives of the Action Plan and
with coordinating its activities.

To be implemented by:

Minister of Agriculture
Minister of Environment

First Deputy Prime Minister
Per: Mgr. Stanidav Gross
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Action Plan of the Czech Republic

for the Development of Organic Farming
until 2010

A. Background

Organic faming is a faming sysem that uses environmentdly friendly methods of
weeds, pedts and diseases control, bans the use of synthetic pedticides and fertilizers,
emphasizes animad wdfare in anima breeding, tekes care of the overdl harmony of agri-
environmentd sysem and of its biologicd diverdty and gives priority to renewable sources of
energy and to recycling of raw materids.

Thus, organic faming conforms to the principles of permanently sudanable
development of agriculture, which no longer performs just the productive but mainly the non
productive function Organic farming is perceved as an dternative to the resolution of the
problem of depopulation of the countrysde, outflow of workers from primary agriculturd
production and patly dso to the resolution of the uneven regiond development. Organic
farming is very closdy linked to EU dructurd policies, as set out in the Council Regulation
1257/1999 (EEC) on support for rurd development from the Agricultura Guidance and
Guarantee Fund (EAGGF). The agpplication of the dructura policy, which has been
implemented until now by EU countries, indicates that it is a specificc more and more
important tendency, which will determine the direction of this policy in the next years.

Organic farming has been agpplied for several dozens of years as a worldwide Strategy
that has enjoyed extensve public support and that drives to achieve sustainable development
and protection of the environment on the Earth. The European Union defined this farming
sysem in 1991 and regulated it by the Council Regulation 2092/91, which supports its
development with the use of instruments of the European structurd policy.

During the last 13 years, organic faming has dso become, tharks to the agriculturd
policy and to the interet of famers and nongovernmenta organizations, a routine
component of the Czech agricultural sector. At the beginning of 2004, there were 810
producers in primary agriculturd sector who gpplied this faming method and who farmed
6 % of the agriculturd land fund in the Czech Republic, and nearly 100 food producers and
food producing plants and 1990 didributors who launch organic foodstuffs and organic
farming products on the market. A domestic market for these products has dready been built
in the Czech Republic and a smdl pat of organic farming products is dso been exported.
Organic foodstuffs have become part of the offer of the mgority of large retall chains and a
routine part of products offered by hedlthy food stores.

Organic farming will be further developed and supported as a part of the European
Model of Multi-functional Agriculture. Therefore, the EU Council of Ministers of
Agriculture adopted at its meeting of 19 June 2001, which was presided over by Sveden, the
following conclusions:



The Council:

(1) RECOGNIZES organic farming as one of the ways towar ds sustainable growth

(2) HIGHLIGHTS the importance of the Council Regulation 2092/91 of 24 June 1991 on
organic production of food products

(3) UNDERLINES that EU member states have a chance to promote the development of
organic farming within the framework of the rural development under the Council Regulation
1257/1999 of 17 May 1999

(4) RECOGNIZES the importance of efforts in the area of labelling fodder produced by
organic methods and of organic farming controlsin animal production

(5) EMPHAS ZESthe growing interest of consumersin Europe in organic food products

(6) CALLS upon the Member States, the European Commission and investors to cooperatein
the preparation of suggestions for further development of the production, processing and
trade in products of organic agriculturein Europe

(7) CALLS upon the European Commission to analyse the possibility of an Action Plan of the
European Union to promote organic farming and food and to present the relevant proposals.

Based on the above call of the Council of Ministers, the European Commission
prepared a document called “Analysis of the Possbility of a European Action Plan for
Organic Food and Farming’. The Czech Republic welcomes this decison. On the
occason of the Summer Academy of Organic Farming held in summer 2001 in Lednice,
the Minister of Agriculture initiated the preparation of the Action Plan of the Czech
Republic for the Development of Organic Farming. This plan is a strategic document of
the Czech Republic asregards the development of organic farming until 2010.

Principal arguments in favour of the adoption of the Action Plan of Organic Farming in

the Czech Republic are asfollows:
Organic farming is one of the fastest growing agriculturd branches in the Czech
Republic.
Organic farming is environmentally friendly thanks to its methods and emphass on
agro-biodiversty and its regard to the multi-functiona role of the countryside.
Organic farming increases anima wefare beyond the framework of gpplicable laws.
Due to its departure from quantity to qudity and market gability, which complies with
the reform of the Common Agriculturd Policy of the EU, organic faming is a solution
for excess production of food products.
Organic farming contributes to the expansion of the food market offer and enables the
consumers to eect between organic and conventiona food products.
Organic farming supports economic and socid development of less favoured and
handicapped rural aress.
Higher work requirements of organic farming system contribute to job creetion.
The Czech Republic has a properly operating control and certification system, which
is accredited, inter alia, under the Council Regulation 2092/91 and standards of
IFOAM (Internationd Federation of Organic Agriculture Movements), and which
sgnificantly increases the exports opportunities of organic produce and organic food
from the Czech Republic to EU members and to other countries.



B. Current Stage of Development of Organic Farming
in the Czech Republic

Current stage of development of organic farming in the Czech
Republic in 2004

Organic farmers in the Czech Republic have managed to achieved only some of their
gods that were set forth ten years ago. The state recognizes them and supports them. In 2004,
organic farms cover 6% of the totad area of agriculturd land in the Czech Republic. Organic
faming is mosly applied by agriculturd enterprises in mountain and submontane regions on
perennid grasdands dedgnated in particular for landscape maintenance. In some regions, for
ingance in microregion Jeseniky, organic farms cover up to 25% of the totd agriculturd land
area

However, organic production, particularly finished products, vegetables and fruit, is
not sufficient. The share of organic food products in the totd food market in the Czech
Republic amounts to mere 0.06% of. Research has not been sufficiently developed and does
not have an adequate inditutiond framework; there is no specidized consulting and no
sysematic promotion and general public education. We can say that the past years have
witness consderable progress in organic faming and the Czech Republic has caught up with
western Europe in a number of aspects (hamonization of legidation and adoption of the
Organic Faming Act, establishment of a control and certification system, dabilized system of
subsdies, etc.). We occupy the firsd place among candidate countries in organic farming,
particularly as regards the areas used by organic farming.

L egislation, control and certification

Act No. 242/2000 Coall. on Organic Farming and on the Amendment to Act No. 368/1992
Call. on Adminigrative Charges, as amended, came into effect on 1 January 2001. Thislaw
sts forth the conditions of organic farming and of production of organic food products,
regulates the system of certification of the origin of organic products and food and of ther
labdling. At the same time, this law sats up a sysem of control and supervison over the
compliance with its provisons. The principd purpose of this law is to supplement, in the
period following the entry of the Czech Republic into the EU, the Council Regulation
2092/91, paticularly with regard to administrative procedures. The law is implemented by the
Decree of the Ministry of Agriculture No. 53/2001 Coll., which came into effect on 13
February 2001, and the Decree of the Ministry of Agriculture No. 263/2003 Call., which
became effective on 15 September 2003.

The Minisry of Agriculture has entrusted the supervison over the compliance with the
lav to the organization named Kontrola ekologického zemeddstvi (KEZ) o.p.s. (Organic
Farming Control), which aso issues certificates to organic products and food. KEZ o.p.s. is
accredited with the Czech Accreditation Inditute as a control and certification organization.
The European Commisson has included the Czech Republic and KEZ o.p.s in the Lig of
Third Countries, whose sysem of control and certification of organic farming is competible
with the EU system. Thanks to its control and certification programme, KEZ o.p.s. has been
granted worldwide accreditation under the IFOAM Accreditation Programme.
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State support of organic farming provided since 1990

The fast devdopment of organic faming and the growth of the number of organic
farms in the past years have been due, in paticular, to the reintroduction of the dtate financia
support. The firg financid funds to subsdize the edtablishment of fams usng organic
farming methods were released as early as in the end of 1990. These subsidies were provided
until 1992 and were the main reason behind the growth of organic farming areas up to 15,000
hectares. The date support to organic farming stopped in the years 1993-1997 and was
renewed in 1998. This was the main reason for the increase of the number of organic farms.
The date support has been provided to organic farmers since 1998 under a government
regulation setting up programmes of support of nort productive functions of agriculture.

Amount of financial subsidies provided to organic farming in 2003

Crop Amount of subsdy
(CZK/na)
perennial grasdands 1,000
arableland 2,000
perennial crops 3,500
vegetable on arable 3,500
land

Funds provided to organic farming in 1998-2003

Y ear Paid funds (CZK)
1998 48,091,000
1999 84,168,000
2000 89,101,971
2001 167,966,104
2002 210,861,131
2003 230,810,809

Basic statistics

As of 1 January 2004, there were a totd of 810 organic farmers, both large firms and
smdl private farmers, who farmed a total of 254,995 hectares of agriculturd land, i.e. 6 % of
the tota area of the agriculturd land fund of the Czech Republic. A glance a the structure of
the land fund used by organic farming shows that the largest area (90.86%) is covered by
perennial grasdands, the share of arable land amounted to 7.70 %, perennid crops to 0.36 %
and other areas to 1.08 % of the totd area. Out of al registered lands, 59,779 hectares of soil
were in the converson period. As of the above date, the Czech Republic had a totd of 96
registered producers of organic products and 189 persons were registered as distributors of
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organic food and products (more datisticd data ae avalable a www.kez.cz). Two
asociations of organic farmers (Libera, PRO-BIO) are registered in the Czech Republic.

The offer of organic food includes mainly plant products (spelt and buckwhest products,
pastry, pasta, dried and fresh fruit, vegetables, teas and spices, wine), milk products (yoghurts,
cheese, white cheese, milk) and meat (beef, pork, lamb). Organic food is sold in supermarkets
and in retal shops — in a totd of agpproximady 300 points of sde throughout the Czech
Republic. 10 to 40 percent of the range of products sold by 50 organic shops registered in the
associaion of organic farmers PRO-BIO are organic food products.

C. Main Goals and Priorities of the Action Plan

Main goals of the Action Plan of the Czech Republic:
To enhance the position of organic farming in the Czech Republic.
To increase the pogitive influence of organic farming on nature and landscape.
To ensure the viahility of organic farms.
To increase the competitiveness of Czech agriculture in the EU.
To increase public confidence in organic farmers.
To promote viable rurd farms.
To improve living conditions and welfare of animas kept a organic farms.
To ensure protection of organic farming products from contamination of geneticaly
modified organisms.
To expand economic activities with higher added vaue.
To contribute through organic production to the protection of consumer interests.
To enhance positive perception of the quality of organic food products by consumers.
To expand the market with organic food products and to increase, together with the
growing market, the effectiveness of production and of processng of organic faming

products.

To improve specidised conaulting, educetion and research in the organic farming
Ssector.

To achieve by 2010 an gpprox. 10% share of organic farming in the tota agricultura
land.

Priorities of the Action Plan of the Czech Republic

1. RELATION BETWEEN ORGANIC FARMING, THE ENVIRONMENT

AND ANIMAL WELFARE

The link between organic faming and environmental protection is widdy understood
as a way toward sugtainable deveopment. It is, however, a fact that the public is not
aufficiently aware of cetan podtive aspects of organic faming, which have to be
continuoudy explained. Anima welfare is one of the badc principles of organic faming that
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has acquired increesng meaning and importance in the past year. Therefore, the Action Plan
puts an emphass on the improvement of the living conditions and wefae of animds
paticulaly by means of improvement of breeding technologies and nourishment of the
animas as factors that affect, for ingance, the quaity of production. The interest of
consumers in the qudity of food products in conjunction with the preservation and
improvement of the environment and landscape has witnessed a dgnificant increese. The
public opinion of the Czech Republic has been changing in line with the change in priorities
in the European agriculture, aming to ensure production of high qudity food products and to
minimize risk of contamination by undesirable substances.

1.1
111

1.1.2.

1.13

114
1.2

121
1.2.2

1.2.3

1.3.
13.1

1.3.2.

1.3.4.

1.35

1.3.6

State administration priorities

To collect and to present to the public a set of data (impact sudies) about the impact
of organic faming on biodiversty and landscape formation and protection; this
concerns, in paticular, the MoA, the Minigry of Environment and the Research
Indtitute of Agricultura Economy.

To organise public education about the role of organic farming in the protection of the
environment and of animals.

To prepare a method of control of innocuousness of fodder produced by organic
faming in cooperdtion with the State Veterinary Adminigration (SVA) and with the
Centra Agriculturd Inspection and Testing Ingditute (CAITI). The above method shdl
be prepared with the use of the existing method agpplied by CAITI in the monitoring of
the occurrence of dien substancesin fodder.

To promote further development of breeding technologies & organic farms, including
support of ethologic research.

Priorities of controlling organizations

To improve KEZ Standards in the chapter focusing on the relation betweenorganic
farming and the environment (IFOAM Programme).

To prepare proposas for dricter monitoring of innocuousness of fodder (by KEZ o.p.s.
in cooperation with SVA and CAITI) and to include such monitoring in the controlling
activities performed by KEZ o.p.s.

To prepare, ater the entry into the EU, a materia about anima breeding requirements,
which will be based on applicable regulations.

Priorities of non-governmental organizations

To prepare for famers a detailed andyss of the requirement of the Nitrate Directive
of the EU and a comparison of theimpact of such requirement on organic farming.

To prepare the “Code of Organic Farming, Production and Sale of Organic Products’,
covering the issues of animd protection, the environment, the gppearance of an
organic farm and mora aspects of the organic farming business.

To collect impact sudies concerning the podtive impact of organic faming on the
environment.

To permanently include anima welfare issues into farmer education and work with the
public.

To propose systemic solution of certified daughterhouses for animas bred at organic
farms, particularly with regard to EU standards and to the number of daughterhouses
in connection with the trangport of the animals and the daughtering method.
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2. STRENGTHENING CONSUMER CONFIDENCE - PROMOTION

Enhancing public confidence and permanent informing about organic farming issues
and organic quaity of food is conddered a primary task. In this respect, it is important to
explan to consumers the badc differences between organic and conventional farming and
between organic and conventional food. At the same time, we have to prevent Stuations in
which such confidence would be logt. It is necessry to gradudly involve in trust building
activities paticularly representatives of the hedth sector, nationa datistics and education.
Following our entry into the European Union, extensve opportunities in this respect will be
provided under the programme of protection of consumers and food qudity. In order to
increase customer trust inorganic farming, it is dso important to ensure the absence of
gendicdly modified organiams inorganic faming to avoid loss of confidence of consumers,
who mosily reject geneticaly modified food and request thet such food is specialy marked.
Thus, it can be presumed tha organic food will enjoy comparative advantage on the market,
asit will be sought by consumers due to the absence of genetically modified organisms.

2.1. Stateadministration priorities

211 To incorporate support to promotion and increased dissemination of information
among agriculturd and non-agricultural  public in the proposed structurd policy
programmes with the am of increesng consumer confidence inorganic faming and
organic qudity of its products.

212 To ensure drafting and implementation of a drategy of protection of organic farming
from contamination by genetically modified organisms.

2.1.3 To promote organic farming in drategic Sate adminigtration documents, to ensure that
date adminigtration authorities have enough informeation about organic farming.

214 To guarantee the exigence of a contralling sysem of organic farming (an ongoing
task).

215 To cary out a communication campaign to promote the Action Plan and organic
faming, organic food products and the protective labd “BIO — organic farming
product” (which has been recognized, inter alia, dso by the government programme
“Czech Quadlity”).

2.1.6 Tousewebstesfor regular digtribution of information.

2.2.  Prioritiesof controlling organizations
2.2.1 Toincrease disssmination of information about results of controls among consumers.
2.2.2 Tointensfy promation and public education about labelling of organic food products.

2.3.  Priorities of non-governmental organizations

2.3.1. To prepare and propose the implementation of an ethicd code of organic faming and
to promote it among consumers.

2.3.2. To motivate the interes in forming associations of farmers and processors (eg.
asociations of production and marketing cooperatives, establishment of joint retal
shops).

2.3.3. To ensure promotion and public education relating to organic farming.

2.34. To prepae a plan for resolution of potentiad emergencies in organic faming (like the
occurrence of prohibited substances in organic farming products, the occurrence of
BSE at an organic farm etc.).

2.3.5. To introduce such enhanced standards for the association of organic farmers, which
will include, for ingtance, a requirement to introduce a closed organic farm system.

2.3.6. To motivate consumers for purchase of organic products.
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3. PROCESSING AND MARKETING

The processing and marketing of organic farming products is considered as one of the
weekest gpots that has crucid importance for further development of organic farming inthe
Czech Republic. State adminidration authorities will use the efforts of the marketing
department involved in the promotion of Czech food for the support or marketing of organic
products. Non-governmental organizations propose in this respect to establish a “BIO Fond”,
i.e a joint fund for marketing of organic products, which would operate, for ingtance, as a
voluntary association of members and in which 1% of revenues would be dlocated to
advertisng. Furthermore, it is necessary to support the edtablishment of associations of
producers and processors, to provide support to regiond processors and to influence vendors.
It is dso desrable to promote investments into the processng of organic food products, to
carry out market research and marketing surveys and to incorporate processing and marketing
issuesinto the Code of Organic Farming, Production and Sale of Organic Food Products.

3.1. Stateadministration priorities

3.1.1 To incorporate the promotion of the establishment of associations of producers and
processors of organic farming productsin the draft HRDP.

3.1.2 To incorporate organic farming in the tasks of the marketing department involved in
the promotion of Czech food products; to prepare a strategy of support and promotion
of organic farming products.

3.1.3 To enaure tha organic faming projects become a priority in the determination of
evaduation and sdection criteria applied in regiond development measures and in the
production and processing of regiona specidties (Operationa programme).

3.14 Toensureregular collection of market detareating to organic farming.

3.2.  Prioritiesof controlling organizations
3.2.1 Toimpose dricter controlling measuresin the processing of anima production.

3.3.  Priorities of non-governmental organizations

3.3.1 To prepare a detalled plan of coordination and of the establishment of associations of
producers and processors with the aim to increase confidence in these associations.

3.3.2 To promote edtablishment of associations of vendors of organic food products and
provide sufficient informeation to them.

3.3.3 Toinitiate communication and cooperation with representatives of retail chains.

3.34. To edablish the “BIO Fond” for support of marketing of organic products and
foodgtuffs.

3.3.5. To improve (3mplify) the digribution sysem of organic faming products, which will
result in the reduction of consumer prices (eg. to enhance direct sde of organic
products by the farms to consumers).

4. ABILITY TO DO BUSINESS AND ECONOMIC VIABILITY

The most developed sectors of organic agriculture inthe Czech Republic include
production of ceredls, herb teas and spices, milk and dairy products and beef. On the other
hand, there are very few producers of vegetables, fruit, olipherous plants, pork or poultry. The
totdl aea of aable land is dso insufficient. Until now, the processng sector has not
aufficiently responded to the current development of organic faming and to the available
guantities and product offer; only very few enterprises have become involved in ther
processing. Agriculturd enterprises and processors do not have enough experience with the
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preparation of sound busness plans or with SWOT andyses. This sector adso lacks
consulting. Increesng the viability of organic fams dso requires the use of the regiond
dimengon of organic farming, like the production of regiona specidties and agro-tourism.

4.1, Stateadministration priorities

4.1.1. To focus, during the eaboration of draft support programmes concerning organic
farming and processing of organic food products that are being prepared as part of the
sructurd policies on the support of processng of organic products (particularly fruit,
vegetables and meet), animd breeding, diversfication of activities (agro-tourism) and
production of regiona specidties.

4.1.2. To make use of viable organic farms in the system of education and conaulting for the
other farmers.

4.1.3. Tomonitor financid indicators and the effective use of subsdiesin organic farming.

4.1.4. To support business management consulting activities.

4.2.  Priorities of non-gover nmental organizations

4.2.1. To sdect and support suitable consultants for the preparation of business plans
in organic farming, making use of accredited consultants kept in the MOA regider.

4.2.2. To sHect viddle organic fams as exanples of wdl-prepared business plans in primary
agricultura production.

4.2.3. To describe and present successful European models of exchange of experience
between farmers, producers and deders.

4.2.4. To daborate an emergency resolution method and mechanism for the enterprises and
marketing associations.

4.2.5. To expand production diversity in organic farming.

4.2.6. Toenaurefundsfor financing of vidts of farmers a modd organic farms.

4.2.7. To support consulting focused on providing assistance to famers in the fulfilment of
the requirements of the adminigtration and contral of organic farming.

5. RESEARCH — EDUCATION — CONSULTING

The issue of education and consulting in organic farming is not being sufficiently dedlt
with. In order to improve this Stuation, it is necessary to expand the offer of educationa and
consulting activities, to ensure their good professond leved and to dimulate the interest in
participating in such activities; to use more ways of disseminating updated information about
organic faming in order to make it generdly avaladle. To improve the coordination of
activities between various sections of the MoA on the one sde and research establishments
and non-governmentd organizations on the other sde. At the same time, we recommend
using, in the education and consulting sector, the technica and professona background of
secondary agriculturd schools and univerdties for the organization of specidized seminars,
publication of textbooks etc.

5.1. Stateadministration priorities

5.1.1 To provide systematic support to research, education and consulting activities reated
toorganic faming; to regularly include organic faming among priorities of sectord
and nationd research programmes, like the topics daborated by the Nationa Agency
for Agricultura Research.

5.1.2 To support consulting and education inorganic farming in the form of short- and long-
term programmes and to use in this respect dso financing from sructurd funds (ad
provided by Operational programme and HRDP).
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5.1.3 To organize regular educationa seminars for existing and potential organic farmers.

514 To coordinate the current research and educationd activities focusng onorganic
farming and to participate in the preparation and implementation of research priorities,
eg. by initiating the establishment of aresearch centre for organic farming.

515 In accordance with the Government Resolution No. 1048/2000 on the Stae
Programme of Environmentd Traning and Education, the MoA will cooperate in
organic faming education and traning with other minidries (paticularly with the
Minigry of Educetion, the Minigry of Hedth, the Minisry of Environment and the
Minidry for Regiona Deve opment).

5.2  Prioritiesof controlling organizations

521 To paticipate, beginning with 2004, in research activities carried out in the Czech
Republic, particularly by providing detistical data collected during the performance of
controlling activities designated for research 2004.

5.3  Prioritiesof non-governmental organizations

531 To andyse educationd and consulting requirements of organic faming. To ensure
gystemetic education of farmers in organic farming; to give priority to practicd
training in these educationd activities.

5.3.2 To determine prioritiesin organic farming research.

5.3.2 To seek avalable sources for the development of research and consulting activities in
internationd projects.

5.34 To ensure the publication of a specidized organic farming journal and the presentation
of research results; to consder a possibility to use the existing periodicas.

5.3.5 To usewebstesfor regular distribution of information.

5.3.6 To edablish further associations and to develop cooperation of farmers in ordering
consultationsin the area of organic farming.

5.3.7. To make use of published organic farming textbooks for training purposes and to
ensure their update.

6. POLICY TOOLS AND SOLUTIONS

The Action Plan for organic faming is an important instrument of the date policy in
the development of organic farming. Similar action plans have been or will be adopted in the
nearest future by al EU member dates. At the same time, the European Commisson has
prepared a European Action Plan of the deveopment of organic faming. This is a new
important  drategy, which is directly linked to the proposed reform of the Common
Agriculturd Policy of the European Union. The adoption of the Action Plan of the
development of organic farming provides to the Czech Republic an opportunity to defend its
clam for increased subsdies from the common funds of the EU provided under Rllar Il. of
the common agriculturd policy and the structurd policy, and will dso dlow making full use
of the “modulaion” principle, thus cregting conditions for promotion of competitiveness of
the Czech agriculture in Europe. The payments per area, which we know from the existing
agricultural policy, have been modified and supplemented by other ingruments of the nationd
agricultura policy, based on the new tendencies of the Common Agriculturd Policy of the
European Union. At the same time, there are proposas to use organic food products by the
date adminidration authorities. Negotiations should be initisted between the employees of
date adminigration authorities and representatives of shops and canteens with regard to the
incluson of organic food into ther offer.
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State administration priorities

To submit the Action Plan for comments and detailed discusson, particularly a the
Minigry of Environment, Minisry of Hedth, Ministry of Educaion, Minidry of
Industry and Trade and Minigtry for Regiond Development, and to ask for their active
participation in the resolution of the proposed tasks.

To submit the Action Plan reviewed by the Government of the Czech Republic for
information to the Standing Committee of the European Commisson for Organic
Farming.

The Minigry of Environment will initiste the incorporaion of organic farming into the
sysem of date subsdies (for ingance subsdies provided by the State Environmenta
Fund) with the am of harmonisng the support provided to organic farming by the
Ministry of Agriculture and the Ministry of Environment.

To monitor and assess datistical data about organic farming.

To use organic food products as pat of the activities of the state adminigtration
authorities (e.g. in canteens, cafeterias, as refreshment during meetings, etc.).

Priorities of controlling organizations
To conault the Action Plan with foreign partner organizations and with IFOAM.

Priorities of non-governmental organizations

To cooperate with other European nonrgovernmenta organizations in the preparation
and updating of the Action Plan. To monitor and request the involvement of non
governmenta organizations in the process of preparation and review of the European
Action Plan of the devdopment of organic farming and in the negotiations about the
future shape of the Common Agriculturd Policy of the European Union.

To represent and promote the interests of organic farmers and non-profit non
governmental  organizations and to inform the date adminigtration authorities about
thelr priorities, measures and needs.

To submit the Action Plan for generd discusson and comments to al decisve non
governmental  organizations, including those operating outsde the agriculturad sector,
and to request thair involvement in its implementation.
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Appendix - SWOT Analysis of Organic Farming in the Czech
Republic

1 Strengths
The strengths are represented by “internal” factors of the organic farming sector, which
can be used as a support basisfor the development of organic farming

>

YV VYV V

Many representatives of organizations tha ded sydemdicdly with organic
faming issues, are 0 dedicated and so responsible that they can be used as a
plaform for the implementation of the exiging draegies (with a condderable
potentia for improvement).

These representatives have adequate technical background.

Organic faming has a functioning controlling system (KEZ o.p.s), which is
accredited on the nationd and on the internationa level and which dso includes
feedback mechanisms (dispute resolution etc.).

There exids in the Czech Republic as stable group of processors of dry products
(there dill exigs further potentid for the expandon of capacities and the number
of processors).

There arerulesfor compliance with the principles of animal wefare.

Organic farming subsidies have the form of payments per area.

There exigts a legidative framework for organic farming (the Organic Farming
Act, Council Regulation 2092/91), the wording of which (as well as the wording of
related laws and regulations) has to be continuousy updated.

2 Weaknesses

The weaknesses are represented by the “internal” factors of the organic farming sectors,
which have to be transformed into strengths necessary for the support of the
development of organic farming

W eaknesses

>

Insufficient degree of coordination and unified conduct of the principa players
in the promotion of most of the key factors of the development of organic farming
(low levd of communication and organization; in a number of cases non
governmental players are not adequate counterparts to the Minisry of Agriculture;
the Minisry of Agriculture has only a smdl team involved in organic farming
issues, etc.). The cooperation of the mgor players has not reached a stage that
would enable them to join their experience (and to acquire new experience), as a
bass for provison of effective help, advice and assstance to farmers, processors
and vendors and to seek financia funds (sponsors, research and development
projects etc.) and to finance activities in support of better performance of organic
farming.

There dill much to improve in the attitudes and opinion of producers, processors,
members of marketing organizations, vendors and other players, to put them in
line with the organic faming principles (reliability, conviction, example for others
etc.), which will facilitate the establishment of marketing links, cooperatives etc.
Advertisng and promotion: the logo “BIO — produkt ekologického zemeddstvi”
(BIO-Organic Farming Product) is not familiar for the generd public. The
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disssmination of adequate lifestyle, the containers, gppearance and level of the
shops and products are not aways helpful to the promotion. The public is not
aufficently familiar with the benefits of organic faming. Public education is not
aufficient even ingde organic faming. Cooperation with the hedth sector is dso
insufficient, the qudity concept in organic faming is not sufficiently understood
efc.

Research, education and consulting are currently at its beginnings in the Czech
Republic. Therefore, the knowledge of the stuation and particularly of the causes
of catan phenomena is 4ill insuffident. This is reflected, for ingance, in the
insufficient knowledge of the scope and potentid of the market of individua
commodities, in the lack of specidized tutors, in the absence of a network of
modd/research fams and in the inaufficient traning sysem of fames and
controllers. It is aso necessary to improve planting and animal breeding methods.
There is no guidance in the nourishment and feeding of animas a organic farms
and in dternaive animad medicing, no suitable species and breeds have been tests
as regards their suitability for certain regions etc. The above factors are dso the
causes of insufficient gppeal to young people as future consumers.

Processing and marketing have to be extensvely developed, and the processng
and marketing of certain commodities (meet, milk, etc.) has not exceeded its initid
dage. The scattered production is not baanced by adequate marketing
organizations (low levd of market organization). New processng organizations
ae not dable research results are not avalable and marketing has not been
aufficiently eaborated and mastered. Newly developed products and aternative
methods of sde (eg. “out of the yard’) are scarce. There are objective obstacles
for the processng of certain products a the farm (like conditions for daughtering
and carving of animds a the farm etc.).

The reation to the environment is not beng sufficently highlighted in the
communicetion with consumers and not sufficiently emphasised in farmer training.
Organic farming has dgnificant opportunities for the increase of its podtive impact
on the environment and living nature.

Consumer confidence in organic products and the entire organic farming sysem
have not been systematically built, and can be therefore easily shaken in the case
of rare falures of the system. There are ample opportunities for the increase of the
quaity of raw materids, for more focused publication of results of controls and for
dricter prosecution of intentional breach of the rules (this requires better
coaperation in the monitoring of hygienic qudity of organic farming products).

Viability and ability of the farmers to do business are key factors for organic
faming as an emerging agriculturd sector. A number of fams ae unable to
aufficiently ensure project financid and to effectivey agoply for support from
dructurd funds and from the date budget. In brief, many farmers cannot be
considered good businessmen.

The support of policy instruments was not sable in the medium past and is not
focused until now on certain wesknesses of the development of organic farming.

The animal wedfare principles are not complied with, in some cases, to the extent
that would be expected in organic farming, which has a negative impact on public
opinion and on the overdl organic farming image.

Cooperation with a number of important organizations and date
adminigtration authorities on the nationd and regiond leved must be improved
(i.ee among regiond and locad Hf-government, research inditutes and
universties).
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3 Opportunities
The opportunities are represented by “external” factors of the organic farming sector,
which haveto be used in support of the development of organic farming

VVVY VV VVYVY

vV VY

Application of foreign experience.

Defence of the Action Plan before the European Commission.

Consumer confidence and increased perception of organic products by consumers
in the Czech Republic and EU countries (the development of consumer basket).
Cooperation with media

Regiond gpecidties (traditional loca/regiond knowledge or innovations, crestion
of new products, regiona plant species and animal breeds).

Stahility of the palicy (in the Czech Republic and in the EV).

Public support.

New possibilities to acquire financid support for organic farming.

Use of conventiond dructures, particularly of the established market and retal
network.

Entry into the EU — opening of the market, use of new support programmes.

Introduction of BIO (organic) commodities, opening BIO shops.

4. Threats (risks)

The threats are represented by “external” factors jeopardisng the development of
organic farming, which haveto be over come.

VVVVVVYVYVYVYY

“Bio-scandds’.

Low leve of avallability of loans on ordinary financia market.
Unresolved land ownership.

Low purchasing power of the population.

WTO (removd of subsidies, policy changes etc.).

Low gahility of the economic environment, market voltility
Deceptive marking of organic farming products
Introduction of GMO in Europe and throughout the world.
Continuing resortism.

Negative natura and climatic phenomena.

Continuous low environmental awareness of the population.



