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EXECUTIVE SUMMARY

This report evaluates the impacts of the national Nordic Aid scheme, applied in northern Finland
and Sweden over the period of 1995-2005. It presents the results from an 8 months study conducted
in Sweden and Finland investigating the impact of the Nordic Aid scheme.

Nordic Aid Scheme

Following Article 142 of the Act of Accession to the European Union of Austria, Finland and
Sweden, the Commission has authorised Finland and Sweden to grant “ long-term national aid with
a view to ensuring that agricultural activity is maintained in the northern regions.” The regions
cover agricultural land situated to the north of the 62" parallel in addition to some adjacent areas
south of that parallel affected by comparable climatic conditions, rendering agricultural activity
particularly difficult. The measures under the Nordic Aid scheme were approved by Commission
Decision 1995/196/EC for Finland and by Commission Decision 1996/228/EC for Sweden. The
regions were determined by the Commission, based on existing national classifications of regions
with severe conditions for agriculture, taking into consideration in particular:

- low population density (lower than or equal to 10 inhabitants per square kilometer);

- share of agricultural land in the areas (utilized agricultural area (UAA) per square kilometer
considered to constitute 10% or less of the overall surface area of the municipality);

- proportion of the UAA devoted to arable crops intended for human consumption (less than
or equal to 20%);

- municipalities surrounded by others within before mentioned areas (even where they do not
satisfy the same requirements).

In Sweden the area of Nordic Aid reaches from latitude 59° to 69° whereas in Finland the
corresponding latitudes are 62° and 70°.

The aid should in particular be granted in order to (Act concerning the conditions of accession
1994, Article 142(3)):
- to maintain traditional primary production and processing naturally suited to the climatic
conditions of the regions concerned;
- to improve the structures for the production, marketing and processing of agricultural
products;
- to facilitate the disposal of the said products;
- to ensure that the environment is protected and the countryside preserved.

The rationale for the scheme is that the natural handicap, such as climatic and topological
conditions, and population density in these regions pose special problems for the agricultural
economy. In large parts of the respective countries the growing season is less than 180 days per
year, implying low agricultural output, and high costs of production. Topological conditions often
prohibit large interconnected fields, resulting in a structure of small farms with scattered plots.

Population density is in several regions less than 10 persons per km2, restricting the development of
local markets and, consequently, implying that distances to markets are long and transports of
agricultural products, as well as inputs, become costly.

When Finland joined the EU, due to a national price support mechanism and import restrictions,
Finnish agricultural prices were 40-60% above the corresponding market prices within the EU.
Therefore, it was considered in Finland that the available support measures within CAP would not
suffice to cover the income losses for the farmers without additional national aid. In Sweden, the
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situation was different since a substantial agricultural policy reform had been undertaken in the
early 1990s. An overriding concern for both countries was that Accession should not worsen the
economic conditions for the farmers. Hence, in the Accession negotiations both countries aimed at
retaining the total level of the pre-accession agricultural support to northern areas.

Nordic Aid is granted based on the level of production or the number of production factors, such as
reference quantity of milk, head of livestock or number of land hectares depending on the type of
product. Aid is also granted for the transport of cow’s milk between the place of production and the
first collection point in both Finland and Sweden, and for the transport of livestock to slaughter
houses in Finland.

In Finland, the Nordic Aid scheme comprises payments for agriculture, horticulture and reindeer
husbandry, transport aid for milk and meat, storage aid for horticultural products, wild berries and
mushrooms and aid for young farmers. Some 1.4 million hectares, which is 55.5% of the utilized
agricultural area (UAA) in Finland, is eligible for the Aid. The total expenditure for the Nordic Aid
scheme was about 328 MEUR in 2005, of which 50%, or 159 MEUR, went to milk production and
101 MEUR to livestock.

In Sweden, Nordic Aid is granted for fewer agricultural products than in Finland. It covers cow’s
milk, pigs, goats, piglets, eggs and soft fruits and vegetables. The sub-regions cover almost 2/3 of
the total land area, including approximately 0.5 million hectares of UAA which corresponded to
11% of Sweden’s total UAA in 2006, but 14 % in 2004. This change is due to the CAP reform. As
in Finland, the main part of the Nordic Aid scheme is directed to milk production. Together with the
transport aid for milk, milk production receives more than 90% of the total allowable aid in
Sweden. In total, some 32 MEUR was paid in Nordic Aid in 2005, of which 29 MEUR was directed
to milk production.

Evaluation approach

The overall purpose of the evaluation is to analyze
- to what extent the objectives of the scheme have been met,
- if'the aid scheme has led to any side effects, and
- whether the instruments applied under the scheme are still appropriate and justified.

A further goal is to analyze the effectiveness of how the scheme is implemented, the efficiency of
the measures under the scheme, and the relevance of the scheme in relation to the particular
situation of the regions in the two Member States. These analyses are carried out in the light of the
observed developments in the Nordic agricultural sectors and in the development of the agricultural
policy measures. In addition to the Nordic Aid payments, the analyses account for other agricultural
policy measures, such as the CAP and RDP measures.

The report consists of two main parts: a descriptive part and an analytical part. The descriptive part
includes a full inventory of the implementation of the Nordic Aid scheme in northern Finland and
Sweden. It starts with describing the Article 142, and then looks at the structure of beneficiaries of the
aid and further describes the impacts of these aids in a static, descriptive setting. The descriptive part
also lists other policy areas and programs to which the Nordic Aid Scheme is linked. Particular attention
is paid to the reforms and gradual adjustments in other policy programs that have taken place over the
evaluation period.



The second part highlights the evaluation approach and includes the economic impact analyses in
addressing each of the ten evaluation questions within the five broader evaluation themes. Both
surveys and quantitative models are used. The surveys give stated preferences about the
performance of the Nordic Aid scheme as experienced and understood by the supported farmers,
their stakeholders and those administrative officers, who are responsible for agricultural
administration.

The quantitative models rely on observed data and they have the objective to produce either
revealed preferences or normative information on farmer response to the Nordic Aid as well as the
dynamic and indirect effects of the aid. The quantitative analyses involve three types of economic
modelling approaches: mathematical equilibrium models (1), econometric farm models (2), and
input-output model (3). Mathematical equilibrium models (1) are partial equilibrium models
developed and maintained by the contractors. In this evaluation project, they are employed and
simulated to assess the effects of Nordic Aid scheme on input use, land use, animal production,
farm structures, investments and agricultural income in different regions. Information about certain
environmental effects of Nordic Aid schemes is also received.

Econometric farm models (2) are used, as statistical tools, to identify and test for the
(1) spatial productivity differences in agricultural production between different sub-regions
(i1) determinants of farm land allocations and
(iii))  determinants of farm successions, i.e. factors affecting farm transfers from elderly
farmers to the next generation.

Input-output (I-O) model (3) is used to estimate the importance and spill-over effects of agricultural
production and agricultural holdings in local industries and economies.

Impacts
Agricultural activity, regional handicaps and structures

The evaluation results suggest that the Nordic Aid Scheme has contributed to maintaining the
agricultural activities, production and land use in the Nordic Aid regions. The impact is particularly
evident within the Finnish sub-regions but not so evident in the Swedish sub-regions, where the
support rates are smaller. These general results hold, in particular, to the milk production, which is
the most important production line and also the agricultural activity best suited for the conditions in
the Nordic Aid region. Nevertheless, the northernmost sub-regions (sub-region 1 in Sweden and
sub-region C4 in Finland) have been loosing production to the more southern sub-regions. In the
Finnish sub-regions, the dairy and livestock production has been concentrating to sub-region (C2)
and towards the western coastal line. The spatial concentration and increase of production volumes
have been the most evident in the Finnish pig meat and poultry sectors. The production of beef has
remained quite stable in the Nordic Aid region.

The Nordic Aid reflects differences in regional handicaps, when the natural handicap is measured
by dairy farms’ physical productivity, i.e. by the ratio of physical farm output to physical farm
input. When the support payments are accounted for in the regional comparisons, the farms located
in the Nordic aid regions have either worse or almost equal competitive position in the common
market as compared to their equally sized counterparts located in more productive regions in
Denmark. The competitive position has remained the worst and behind other regions in the northern
most Swedish sub-region. Even if the Nordic Aid measures have decreased the spatial differences in
natural handicaps, the market has continued to concentrate production within the aid regions, as



described above. This suggests that exogenous constraints for expanding production have been
smaller in the southern than in the northern aid areas.

The results indicate that Nordic Aid scheme has not impeded structural development, which has
been faster in the Nordic Aid regions than elsewhere in Finland and Sweden. A rapid drop in the
number of farms has, nevertheless, been avoided in the Finnish regions where producer prices
declined by 40-60 % at the entry in the EU. The average annual exit rate for the number of farms in
all Nordic aid areas was 3.5%, whereas the total number of farms in whole Sweden and Finland
decreased at the rate of 2.5%. The development has been the fastest in certain northern most sub-
regions, where more than eight percent of all farms have quit annually. At this speed, the number of
farms is cut to a third in every ten year period. The evaluation results suggest, however, that without
Nordic Aid, farm exit rates would have been higher as Nordic Aid has kept medium size farms
active more than would be the case without the support.

Processing and marketing

The spatial distribution of the processing industries has not been directly addressed or maintained
by the Nordic Aid Scheme, and the market driven developments have been two fold. Amongst the
largest companies, the efficient commodity and capital markets have been concentrating,
specializing, and relocating processing plants. These developments have been feasible, because
food processing is not directly linked to spatial distribution of natural resources. Nevertheless, new
small entrants have also been emerging in the market (€.g. in the Finnish meat processing).

The environment and viability in rural areas

Nordic Aid scheme does not explicitly include targeted environmental measures, but it indirectly
contributes to European agri-environmental programs and regulatory framework concerning the
Nordic agricultural regions. The results support the view that Nordic Aid, together with the
conditions in the CAP and RDP, has had a positive effect on the arable land area kept under active
cultivation. The statements of the administrators, in particular, support the view that, if the Nordic
Aid had been lower, more land would have been left idle in the most remote Nordic Aid regions,
where land rents are approaching zeros.

The impact of Nordic Aid on maintaining mosaic and biodiversity value was found to be negligible.
Instead the allocation of land was affected. Nordic Aid in combination with investment support
have resulted in a greater area of intensive land uses (cereals and arable grass) at the cost of less
extensive land uses (arable pasture and grazing land).

The functioning of the internal market

Under an assumption of efficient market, the price supports and other support measures that are
coupled to farms’ output levels are trade distorting by definition. Nevertheless, the data do not seem
to support the view that Nordic Aid has caused more distortions in interregional trade, as compared
to the pre-accession situation. Both countries have witnessed a substantial increase in agri-food
trade, such that both exports and imports have increased, since the accession in 1995. Nevertheless,
neither Sweden nor Finland has increased their net exports of products eligible for the Nordic Aid
during the period of 1995-2005. In fact, both countries exhibit increased deficits in agri-food trade
with the EU. Model results suggest, nevertheless, that without the Aid, Finland would have
imported more and exported less agri-food products, which would have converted Finland from a
net-exporter to a net-importer of dairy products. Furthermore, the results indicate that without



Nordic Aid, overall domestic trade flows would have decreased by 10 — 20 % in Finland. In
Sweden, on the other hand, the scheme does not seem to have caused significant distortions in
domestic trade or trade between Sweden and other countries even if we compare the current
situation with a situation without Nordic Aid.

Coherence and efficiency

The Nordic Aid measures, such as the price supports for milk and the headage payments for live
animals, are coupled to farm production. The results suggest that these measures have been efficient
in maintaining primary agricultural production, as compared to partially de-coupled arable land
payments or fully de-coupled payments. The weight of price supports in maintaining agricultural
production has further increased after the recent CAP reform, which de-coupled most of the CAP
support payments from production into the Single Farm Payment.

Nevertheless, decoupled support would be more transparent and efficient to fulfil income support
objectives, but it would result in lower production, especially after 2003 CAP reform policy
framework. So, depending on whether the objective is income transfer or maintenance of
production, different measures are the most efficient. The overall purpose of the CAP reforms has
been to increase market orientation and competitiveness with support not longer coupled to
production and defined for specific commodities. In this respect, incoherency between the Nordic
Aid measures and the CAP measures has likely increased.

Relevance of Objectives

With regards to the primary agricultural production and food distribution oriented situation of the
Nordic agricultural sectors, such as the persisting natural handicap, low productivity, long distances
and decreasing population densities, the relevance of the Nordic Aid Scheme has remained. The
evaluation results suggest that productivity of farms located in the Nordic Aid regions has remained
significantly lower than productivity of the corresponding farms of equal size in Denmark. The
distances from the agricultural holdings to the food processors and logistic centres have increased as
food processing industries and logistic centres have been concentrating into fewer and fewer
locations in the southern sub-regions. Further, migration has gradually decreased population
densities in the Nordic Aid regions. Agriculture has remained an important source of vitality in rural
economies, but it has not been able to maintain vitality of local economies in areas where
population densities have initially been low and where economic pressures on other economic
activities have resulted in migration and decreasing services.

Hence it may be concluded that the natural and economic disadvantages faced by the Nordic
regions remain and the identified needs are still relevant. However, it may be questioned, whether
operational objectives of the scheme comprising of a large number of coupled and commodity
specific support programmes are still appropriate. Under a more production neutral support
mechanism the regions would have more potential to specialize in production lines exhibiting
comparative advantage at the regional level. Furthermore, such a change of the scheme would be
more in line with the development of the CAP at large. Moreover, the importance of agriculture for
the vitality of the rural economies is likely to decrease further with declining number of farms and
declining farm employment. A different set of measures may in the future be needed to ensure that
the environment is protected and countryside is preserved.
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Recommendations

It is expected that maintaining agricultural activity in the Nordic areas will be a challenge also in
the future even if the ongoing rapid and productivity enhancing structural development is expected
to continue. The market will spatially concentrate agricultural production and processing industries
further and agricultural employment will continue to decline. The role of agriculture for protection
of environment and preservation of the countryside will, accordingly, change. Therefore, there is
scope to increase the relevance of the objectives of the Scheme by broadening the goal of
maintaining agricultural activity from primary production more towards sustainable land
management practices, provision of environmental services and rural development programmes.
Targeted measures broadening the scope of the scheme, €.g. in protecting the artic environment,
would be valuable development options to be incorporated also in the Nordic Aid Scheme.

Notwithstanding the positive contributions of agricultural support policies to rural economy, the
payments concentrated to agriculture cannot solve the problems of sparsely populated rural areas
and rural heartland areas. The logic of remunerating the multifunctional role of agriculture also calls
for better consideration of factors like the rural territory, the environment, the landscape, rural
communities and rural employment. The results signal that, in particular, if the goal of maintaining
agricultural activity is shifted from intensive agricultural production (e.g. milk and meat) more
towards extensive land management and environmental services, there is likely space for
simplifying the rich set of coupled support measures. Simplification would also allow for a more
efficient allocation of resources between the individual production activities such that allocations
would be steered more by the market signals than locked in by the specific support measures.

The separate administrative restrictions concerning monetary payments, quantity of production
factors and production volumes, are not all necessary for reaching the goals of the Nordic Aid
Scheme. The restrictions on production factors and volumes have been, for the most part redundant.
The monetary budget constraints would be sufficient regulations (in addition to the economic
incentives provided by the payments) for reaching the goals of the Nordic Aid Scheme. This
simplification, in fact represents the practices already adopted in both countries.
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1 Introduction

This report evaluates the impacts of the national Nordic Aid scheme, applied in northern Finland
and Sweden over the period of 1995-2005. It presents the results from an 8 months study conducted
in Sweden and Finland investigating the impact of the Nordic Aid scheme. The overall purpose of
the evaluation is to analyze

- to what extent the objectives of the scheme have been met,

- if the aid scheme has led to any side effects, and

- whether the instruments applied under the scheme are still appropriate and justified.

A further goal is to analyze the effectiveness of how the scheme is implemented, efficiency of the
measures under the scheme, and the relevance of the scheme in relation to the particular situation of
the regions in the two Member States. These analyses are carried out in the light of the observed
developments in the Nordic agricultural sectors and in the development of the agricultural policy
measures.

The report consists of two main parts: a descriptive part and an analytical part. The descriptive part
includes a full inventory of the implementation of the Nordic Aid scheme in northern Finland and
Sweden. It starts with describing the Article 142, and then looks at the structure of beneficiaries of the
aid and further describes the impacts of these aids in a static, descriptive setting. The descriptive part
also lists other policy areas and programs to which the Nordic Aid Scheme is linked. Particular attention
is paid to the reforms and gradual adjustments in other policy programs that have taken place over the
evaluation period. All together, the inventory of the implementation of the aid scheme and the
description of the evaluation approach feed into and provide the context of the analytical evaluation
work.

The second part includes the description of the evaluation approach and the economic impact
analyses in addressing each of the ten evaluation questions within the five broader evaluation
themes. The economic impact analyses base on the key terms and indicators that can be identified in
the observed data. Both surveys and a collection of quantitative models are used. The surveys will
give stated preferences about the performance of the Nordic Aid scheme as experienced and
understood by the supported farmers, their stakeholders and those administrative officers, who are
responsible for agricultural administration. The collection of quantitative models, on the other hand,
are essential in identifying the dynamic, indirect effects of the aid measures, and in obtaining
unbiased results and quantitative signals on how efficient the payments have been with respect to
reaching different policy objectives. And, more importantly, how do they reflect the issues raised in
the specific evaluation questions. The quantitative models rely on observed data and they have the
objective to produce either revealed preferences or normative information on farmer response to the
Nordic Aid as well as the dynamic and indirect effects of the aid.

The data and information gathered by the surveys are not entered, as such, in any of the quantitative
models. Instead, the observed development patterns in the data, the survey results and the modeling
results are all used as complementary information making judgments and conclusions with regards
to the impacts, efficacy and efficiency of the Nordic Aid scheme. Qualitative assessment is used,
when the data are not informative enough for quantitative impact identification and when the
quantitative models do not support reliable and conclusive results.
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2 The Nordic Aid scheme

2.1 Obijectives of the Nordic Aid scheme

The Nordic Aid scheme aims at supporting agricultural production in certain regions in Finland and
Sweden. Objectives of the Aid scheme are (Act concerning the conditions of accession 1994, Article
142):
- to maintain traditional primary production and processing naturally suited to the climatic
conditions of the regions concerned;
- to improve the structures for the production, marketing and processing of agricultural
products;
- to facilitate the disposal of the said products;
- to ensure that the environment is protected and the countryside preserved.

The grounds behind the scheme is that climatic and topological conditions and population density in
these regions pose special problems for the agricultural economy. In large parts of the respective
countries the growing season is less than 180 days per year, implying low agricultural output, and
high costs of production. Topological conditions often prohibit large interconnected fields, resulting
in a structure of small farms with scattered plots. Population density is in several regions less than
10 persons per km2, restricting the development of local markets and, consequently, implying that
distances to markets are long and transports of agricultural products, as well as inputs, become
costly.

2.2 General conditions of the Nordic Aid scheme

Following Article 142 of the Act of Accession to the European Union of Austria, Finland and
Sweden, the Commission has authorized Finland and Sweden to grant long-term national aid with a
view to ensuring that agricultural activity is maintained in the northern regions.” The regions cover
agricultural land situated to the north of the 62" parallel in addition to some adjacent areas south of
that parallel affected by comparable climatic conditions, rendering agricultural activity particularly
difficult. The measures under the Nordic Aid scheme were approved by Commission Decision
1995/196/EC for Finland and by Commission Decision 1996/228/EC for Sweden. The regions were
determined by the Commission, based on existing national classifications of regions with severe
conditions for agriculture, taking into consideration in particular:

- low population density (lower than or equal to 10 inhabitants per square kilometer);

- share of agricultural land in the areas (utilized agricultural area (UAA) per square kilometer
considered to constitute 10% or less of the overall surface area of the municipality);

- proportion of the UAA devoted to arable crops intended for human consumption (less than
or equal to 20%));

- municipalities surrounded by others within before mentioned areas (even where they do not
satisfy the same requirements).

The aid granted under the scheme may be related to physical factors of production, such as hectares
of agricultural land or heads of animal taking account of the relevant limits laid down in the
common organization of the market, as well as the historical production patterns of each farm, but
must not:

- e linked to future production;
- or lead to an increase in production or in the level of overall support compared to the pre-
accession reference period.
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A basic condition for Nordic Aid is that neither agricultural production nor the amount of aid is to
increase in comparison with pre-accession levels. Several measures are used to control the total
maximum limits for the production volumes and production factors according to which the
payments are determined. With respect to cow’s milk, the level of production is controlled by the
quota system provided under the Common Agricultural Policy (CAP). The number of animals/LU’s
and hectares are controlled by an upper limit stated as a reference quantity, and the total payments
of aid and per product is stated as a reference amount. If any of the reference quantities for
production is exceeded, the aid has to be reduced proportionally during the following year for the
product concerned.

2.3 Structure of the Nordic Aid scheme

2.3.1 Overview of aid measures

Nordic Aid is granted based on the level of production or the number of production factors, such as
kilo milk, head of livestock or number of hectare depending on the type of product. Aid is also
granted for the transport of cow’s milk between the place of production and the first collection point
in both Finland and Sweden, and for the transport of livestock to slaughter houses in Finland. The
objective with the latter support is to facilitate the sale of the involved products by covering part of
the transport costs.

In Finland, the Nordic Aid scheme comprises payments for agriculture, horticulture and reindeer
husbandry, transport aid for milk and meat, storage aid for horticultural products, wild berries and
mushrooms and aid for young farmers (Table 2.1). Some 1.4 million hectares, which is 55.5% of
the utilized agricultural area (UAA) in Finland, is eligible for aid. The total expenditure for the
Nordic Aid scheme was about 328 MEUR in 2005, of which ca. 50%, or 159 MEUR, went to milk
production and 101 MEUR to livestock.

In Sweden, Nordic Aid is granted for fewer agricultural products than in Finland. It covers cow’s
milk, pigs, goats, piglets, eggs and soft fruits and vegetables. The sub-regions covers almost 2/3 of
the total land area, including approximately 0.5 million hectares of UAA which corresponded to
11% of Sweden’s total UAA in 2006. As in Finland, the main part of the Nordic Aid scheme is
directed to milk production. Together with the transport aid for milk, milk production receives more
than 90% of the total allowable aid in Sweden. In total, some 32 MEUR was paid in Nordic Aid in
2005, of which 29 MEUR was directed to milk production (Table 2.1).

14



Table 2.1. Nordic Aid measures in Finland and in Sweden 2005 (Article 142 of the Act of Accession,
2002/404/EC, 96/228/EC)

FINLAND SWEDEN
Aid for cow’s milk (per milk kg) Aid for cow’s milk (per milk kg)
Aid for transport of milk Aid for transport of milk

Aid for transport of meat -

Aid for animal products (per livestock unit or Aid for animal products (per livestock unit or
animal): animal):

0 Bovine animals (suckler cows, bulls, o -

heifers)

o Ewes o -

0 She-goats 0 She-goats

0 Swine (sows, boars, slaughter pigs) 0 Swine (sows, slaughter pigs)

o Poultry (laying hens, chicken, breeding 0 Poultry (laying hens)

hens, turkeys, ducks, mallards,

pheasants)
0 Horses o -
0 Reindeers 0o -
Aid for crop products (per hectare): Aid for crop products (per hectare):
0 Sugar beet o -
o Potatoes for starch production o -
0 Cereals (oat, barley etc.) o -
o Payment per ha UUA (pasturage, set- o -
aside, etc.)
O —_
Horticulture (per cubic meter or kg): Horticulture (per cubic meter or kg):
0 Under permanent shelter (vegetables, o -
flowers, plants)
o Field scale vegetables, apples o Field scale vegetables, soft fruit
o0 Aid for storage (with or without heat o -
control, wild berries, mushrooms)
Young farmers’ aid (per hectare) -
Total level of support 2005: 328 MEUR | Total level of support 2005: 32 MEUR
- of which to milk production: ca. 50% | - of which to milk production: ca. 90%

Agricultural land (UUA) in the area (ha):1 181 327 | Agricultural land (UUA) in the area (ha): 355 017
Share of Finnish UAA in Nordic Aid area: 55% | Share of Swedish UAA in Nordic Aid area 11%
Number of farms in the Aid area: 39 131 | Number of farms in the Aid area: 14 672

As can be seen, in both countries aid to cow’s milk is the single most important part of the scheme.
Further, both the coverage of the Nordic Aid scheme and the level of support differ substantially
between the countries. For instance, the total amount of aid in Sweden is only a tenth of the aid in
Finland and fewer products are eligible for support. The larger total amount of aid is partly
explained by the fact that there are almost three times as many farms in the Finnish sub-regions of
the Nordic Aid area compared to the Swedish sub-regions, and partly, of course, by the larger
product coverage (Table 2.1). In addition, the level of support per product unit or production factor
is in some cases higher in Finland than in Sweden. In addition, the Nordic Aid area and it’s share
out from the country’s total land area is much larger in Finland than in Sweden; more than half of
the agricultural land in Finland is located in the Finnish sub-regions while the corresponding figure
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for Sweden is a tenth. There is also more than three times as much agricultural land in the Finnish
sub-regions than in the Swedish ones.

2.3.2 Background regarding special agricultural support to the northern parts of Finland
and Sweden

Special support to agriculture in the northern parts of Sweden and Finland has a long tradition
which dates back before the accession to the EU. As will become evident below, the amount of
Nordic Aid, the coverage of production lines and the delimitation of the sub-regions therefore partly
depend on the pre-accession situation in Finland and Sweden.

Government intervention in the Swedish agricultural sector started in the late nineteenth century
whereas in Finland the foundations and the continuum of the agricultural policy interventions
started with the large land reforms after the Second World War. In both countries, the agricultural
policy strived to safeguard the nation’s self-sufficiency in food, insure adequate compensation and
income of farmers and to balance regional disparities in farmer income. Later on, agricultural
policies had a goal to develop a competitive structure of the agricultural sector. The overall weak
economic development in the Nordic areas, with declining population and high unemployment rates
have been increasingly important in motivating both agricultural and structural support to the areas.

During World War II special agricultural support to the northern regions were introduced in Sweden
due to defense policy reasons. It was judged important to populate the northern parts of the country
and agriculture was regarded as main potential livelihood for those residing there. Because of the
harsh production conditions prevailing in the north compared to the southern parts, the support
aimed at compensating for higher production costs in northern Sweden. In Finland the same kind of
agricultural policy for the northern areas is also valid. A notable institutional difference in Finland,
as compared to other Nordic countries, was created by the unique and extensive land reforms after
World War II. They increased the number of farms from about 210,000 in 1945 to about 290,000 in
1960. Until 1980’s, the agricultural policies also involved a social income target and a preference to
provide higher income supports for small farms than large farms. Therefore, the current farm
structure and small farm size, as well as a relative large number of farms in the Nordic areas, still
originate to the structures established at the land reforms after World War I1.

When Finland joined the EU, Finnish agricultural prices were substantially above the corresponding
market prices within the EU due to the Finnish agricultural policy. As a result, prices on the Finnish
market fell substantially when the national policy was substituted with the CAP; the average price
fall was 38% (change in the producers’ price index in average, Statistics Finland). The price of milk
decreased with 32%, beef with 38-43%, pork and chicken with 52%, eggs with 68%, bred cereals
63% and fodder cereals with 58%. It was ascertain in Finland that the available support measures
within CAP would not suffice to cover the income losses for the farmers. In Sweden, the situation
was different since a substantial agricultural policy reform had been undertaken in the early 1990s.
Thus any large price falls on the Swedish market were not expected since Swedish market prices
were closer aligned to the market prices within the EU prior to accession than the Finnish market
prices.

An overriding concern for both countries was that the accession should not worsen the economic
conditions for the farmers. Hence, in the accession negotiations Finland aimed at compensating the
farmers for the fall in prices caused by the introduction of CAP. In Sweden, there was less concern
for price compensation, instead the negotiators aimed at retaining the total level of the pre-accession
agricultural support to northern areas (Proposition 1994/95:19 and Proposition 1994/95:75). The
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reason was that although Sweden became eligible for support measures within the CAP to support
less favored areas, most importantly the compensatory allowance payments and the environmental
support measures, those new measures were regarded as insufficient in replacing the old support
regime directed to the northern part of Sweden.

Both countries were subsequently authorized by the Commission to introduce national aid.

A consequence of the Finnish membership was hence that a significant amount of price supports
were abolished and the resulting income losses were to be partially compensated by CAP support
and national aid. Looking at the Total Gross Return, which comprises the market production,
subsidies, compensations and supports, it is possible to get an indication of the degree of
compensation. It can be seen that the Total Gross Return decreased with approximately 13% (Table
2.2) compared to the years prior to accession. The figures in Table 2.2 concern the whole country,
but it is likely that the Total Gross Return has changed approximately in the same relation in the
Finnish Nordic Aid sub-regions as in the whole country.

Table 2.2. Total Gross Return for Finland before and after the accession (MEUR).

1993/94 1995

Total Gross Return 4 065 3531

Sources: Finnish agriculture 1997

In addition to Nordic Aid, Finland was allowed to pay Transitional Aid to the agricultural
production during the transitional period of 1995-1999 to further smooth adjustment to the CAP.
The Transitional Aid decreased every year during the transitional period and the EU covered part of
the costs until 1998. At the same time, Nordic Aid increased gradually, compensating for the
phasing out of the Transitional Aid in the Nordic Aid region.

In Sweden, national support was added on top of the compensatory allowance and environmental
support to make up for the difference between the pre- and post-accession support structure, this
top-up being the Nordic Aid. As a reference period to determine the level of pre-accession national
support, the years 1993/94 were chosen. In Table 2.3, it can be seen that the level of Nordic Aid in
1995 almost correspond to the difference between the northern national support in 1993/94 before
accession and the EU measures available in 1995 to support less favored areas. The loss in total
support level was 82 MEUR meaning that the compensatory allowance payments, the
environmental aid and the Nordic Aid together equals roughly 90% of the pre-accession support
level in the northern parts of Sweden.

Table 2.3. Specific agricultural support to the northern areas in Sweden before and after the EU membership
(MEUR)

Pre- Compensatory | Environmental | Nordic aid Post- Difference
accession _ accession pre- and post-
allowances aid support accession
support support
1995 1995 1995 1995
1993/94
Sup- 75.0 12.3 13.7 40.5 66.5 -8.2
region 1-3

Sources: Sweden Submission (Final version) May 1995. Note that the post-accession support is the sum of
the compensatory allowances, the environmental aid and the Nordic Aid.
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The total amount of Nordic Aid was then distributed per sub-region and production line in each
country. In Sweden, the basic criterion was that the average farm in each Nordic Aid sub-region
should receive the same amount of income as a comparable farm outside the less favoured northern
areas. The “average farm” used in the Swedish calculations was not an average farm in a strict
statistical sense but rather a representative farm, which in the case of milk production consisted of a
farm with 21 milk cows. For such a representative farm, the production costs were compared with a
similar farm in the southern parts of Sweden (more exactly region 9m Maélardalen — which is not a
less favoured area nor the most productive agricultural region in Sweden but a medium region with
regard to production conditions). The resulting level of aid was, with exception of minor
adjustments, retained during the whole period 1995-2005.

Altogether, the total amount of Nordic Aid that the Finland and Sweden were entitled, reflected the
support levels that the countries had to the northern parts prior to accession. I addition, the Nordic
Aid scheme was constructed in a similar way as the pre-accession support to the northern areas in
Sweden, the same production lines were covered and the structure of the support was alike. In
Finland, the support structure changed more since price support was replaced with support to
production and production factors. The pre-accession national support to cover additional transport
costs due to long distances between farms and the first point of collection was also prolonged in
both countries. This support was based on the total distance between the farms and the processing
industries compared to the situation for the processing industries in the southern parts of the
countries. The support covers milk in Sweden and milk and meat in Finland.

2.3.3 Sub-regions in the Nordic Aid area

Finland and Sweden are divided into sub-regions for the purposes of the agricultural policy
programs, regulations and subsidy payments. Payments of CAP supports, environmental supports,
compensatory allowances and the Nordic Aid are stratified according to these sub-regions. Finland,
as a whole, has been divided into seven (7) aid areas and the five (5) northernmost areas are eligible
for the Nordic Aid (Figure 2.1).The areas are indicated by the acronyms; C1, C2, C2P (C2 north),
C3, and C4. The northernmost sub-regions, C3 and C4, are further divided into smaller sub-regions,
P1-P5, for the purposes of adjusting the aid measures. In Sweden, three (3) LFA areas are eligible
for Nordic Aid; these are area 1, 2 and 3, where area 2 is divided into two (2), namely area 2a and
2b (Figure 2.1). In Sweden the area of Nordic Aid reaches from latitude 59° to 69° whereas in
Finland the corresponding latitudes are 62° and 70°.
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Figure 2.1. The Nordic Aid area and its sub-regions in
Sweden and Finland.

The level of aid is differentiated between the sub-regions in order to reflect the significance of the
natural disadvantages for agricultural production. In Sweden, the most favourable agricultural
production conditions in the sub-regions are found along the eastern coastal line, where the majority
of the farms are situated, while the interior mountainous areas bordering Norway (especially sub-
region 1) have the most difficult agricultural conditions.

Broadly stated, the Finnish geographical conditions are like a mirror image to the Swedish
conditions. At given latitude, the eastern regions in Finland represent more difficult agricultural
conditions than the western coastal lines. Particularly in the eastern parts, the landscape is
fragmented and the small sized arable land parcels are divided by lakes, wetlands and forests. In the
western parts, on the other hand, the small and fragmented parcel size originates to the past land
ownership institutions which split the existing parcels amongst siblings. Fragmented parcel
structure has prevailed also in the coastal lines because the current and ongoing structural change
has not been improving the parcel structure even if the farm size has been increasing through land
sales and land leasing. Institutional land restructuring programs have been required for re-shaping
the parcel structure and increasing the parcel size (Myyrd 2004).

It can be noted that sub-region 1, 2 and 3 in Sweden correspond to support areas that existed in
northern Sweden prior to the EU membership. Just as the Nordic Aid measures to a large extent
replaced an old aid structure, the areas covered by aid remained intact. Therefore, the boundaries
are not outlined in 1995 but instead based on old investigations with some studies dating back to the
1970s. Differences in production costs were the main criteria and efforts have been made to
understand how the area grouping originally was constructed. According to the Swedish Board of
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Agriculture, though, “it is not possible to reconstruct the present delimitations of regions in the
Northern Sweden from a model analysis”.

In Finland the boundaries of the aid areas were determined on the basis of the Commission
Decisions concerning e.g. the population density on the area and the natural and socio-economical
conditions concerning agricultural production. The last mentioned factors have been studied for the
needs of national agricultural support scheme by Nikula (1985) and the present boundaries of the
aid areas originate to quantitative “Nikula”-index. This index includes factors describing natural
production conditions and socio-economical factors. The indicator for production conditions was
defined as the sum of the effective temperature, quality of soil and average yield of barley. For the
socio-economic situation indicators were agricultural income from taxation, unemployment rate on
average, migration rate on average and an index describing distances. In computing the aggregate
index, the above mentioned sub-indices were aggregated and weighted by standard indexing
techniques. Recently, MTT Economic Research has started a new study about foundations for
boundaries of the aid areas for the needs of the reform of compensatory allowance aid scheme.
Modern data sources and research methods available give better possibilities to determine uniform
areas on the basis of natural disadvantage in agriculture than earlier. The results of this study are
not, however, available yet for this evaluation.

2.4 Nordic Aid per line of production

2.4.1 Overview

The amount and the division of Nordic Aid over time can be seen in Figures 2.2 and 2.3 for Finland
and Sweden respectively. Note that it is the total amount actually paid by the countries, not the
reference amount. It can be seen that the Nordic Aid is much more significant in Finland than in
Sweden. In 2005 the Nordic Aid paid in Finland totalled about 328 MEUR, while in Sweden the
funds allocated for Nordic Aid totalled to about 32 MEUR.

The dominance of aid to milk production in the scheme for both countries can clearly be seen. It has
to be noted also that over the period of 1995-2000 the increasing Nordic Aid substituted for the
transitional aid that was decreasing gradually. Transitional Aid is not incorporated in Figure 2.2.

In 2005 the most significant single aid measures in Finland were the production aid for milk
amounting to 159 MEUR and Nordic Aid based on the livestock units, 101 MEUR which together
accounted for almost 80% of the total Nordic Aid paid in the country. In Sweden, the milk aid
amounted to 28 MEUR and transport aid for milk to 1.8 MEUR, which together was 93% of the
total Nordic aid payments in Sweden. Aid to slaughter pigs was the third most important support
measure with 1.4 MEUR. All other Swedish Nordic Aid support measures summed to 0.7 MEUR in
total.
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Figure 2.2. Total amount of Nordic Aid per production line to the Nordic Aid sub-regions, 1995, 2000, 2005,
in Finland (MEUR).
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Figure 2.3. Total amount of Nordic Aid per production line, 1995, 2000, 2005, in Sweden (MEUR).

2.4.2 Animal production - reference levels and utilized aid

As described above, the Nordic Aid area was divided into sub-regions according to for instance
different climatic conditions, and consequently the support levels were stipulated to adjust for the
regional disadvantages. In Table 2.4 the permissible support per unit, which was established when
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the Nordic Aid scheme was introduced in 1995, as well as the initially concerned animal production
lines are shown per sub-region.

The number of animal production lines initially involved in the Nordic Aid scheme differs; eight
production lines for Finland and five for Sweden. Only four are completely overlapping, that is milk
production, swine, laying hens and she-goats. (For Sweden, “poultry” consists only of laying hens,
and there is no support to ewes in Sweden). The most disadvantaged area in respective country is
showed in the shadowed field in the table (C4 and 1), the regions are then sorted in increasing order
so that the least disadvantaged areas (C1 and 3) are found at the far left and right, respectively. The
support to cow’s milk, the most important production line in both countries, was about twice as
high in the most disadvantaged sub region in Finland compared to Sweden (C4 compared to 1)
when the scheme was introduced. Also concerning the less disadvantaged sub regions the difference
is clear, the level of support being three times higher in C1 than in 3.

Table 2.4. Aid per unit when introducing the aid scheme in 1995, EUR/ unit.

Animal FINLAND SWEDEN
products C1 C2 C2north C3 C4 1 2a 2b 3
per LU
Suckler cows 17 25 101 177 362
Male bovine 109 118 193 572" 1,009V
Heifers 77 79 131 178 276
Ewes, she-goats 109 118 193 6227 11,0677 97 97 97 97
Sow’s 131 68 68 16
Swine 99 99 151 105 67 67 11
Poultry 99 151 320 112 112 112 -
Horses
per head
Reindeer 27 27
per kg
Cow’s milk 0.03 0.03 0.05 0.12% 0.25% 0.11 0.08 0.05 0.01

Sources: (95/196/EC, 2000/405/EC, 2002/404/EC and Ministry of Agriculture and Forestry 1996, 2001, 2006),
$97/557/EC, 2000/411/EC and 2004/291/EC)

) Intervals, 488-572 and 757-1,009 depending on sub regions within the area. 2 Intervals, 521-622 and 807- 1,076
depending on sub region within the area. ® Intervals, 0.08-0.12 and 0.17-0.25 depending on sub region within the area.

The situation in 2005, ten years later, is shown in Table 2.5. In Sweden the aid level per unit has in
principle remained the same as it was in 1995, except for support to sows in the whole area and to
goats and milk in sub-region 1, where it increased in 2004. The support levels in Finland show a
quite different pattern, because of different transitional arrangements during the first years of EU
membership.
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Table 2.5. Aid per unit when introducing the aid scheme in 2005, EUR/ unit.

Animal FINLAND SWEDEN
products c1 C2 C2north C3 C4 1 2a 2b 3
per LU
Suckler cows 357 365 441 517 702
Male bovine 502 510 586  964” 1,402"
Heifers 551 563 641 708 843
Ewes, she-goats 536 544 620 1,049” 1,503? 114 96 96 96
Sow’s 160 98 98 66
Swine 433 442 522 522 601 104 67 67 11
Poultry 433 442 522 601 796 112 112 112 49
Horses 420 420 420 420 420
per head
Reindeer 27 27
per kg
Cow’s milk 0.115 0.117 0.135 0.208° 0.341° 0.12 0.08 0.05 0.01

Sources: (95/196/EC, 2000/405/EC, 2002/404/EC and Ministry of Agriculture and Forestry 1996, 2001, 2006),
£97/557/EC, 2000/411/EC and 2004/291/EC)
) Intervals, 880-964 and 1,149-1,402 depending on sub regions within the area. ? Intervals, 948-1,049 and 1,234-1,503
depending on sub region within the area. ¥ Intervals, 0.166-0.208 and 0.253-0.341 depending on sub region within the

area.

In Table 2.6 the reference amounts of the Nordic aid, that is the maximum amounts that are
allowed, are shown in MEUR for 1995 and 2005 together with the corresponding utilized share of
the aid in those years. The share of the aid in 2005 has been in all cases well below 100 %, except

for laying hens in Sweden.

Table 2.6. Reference amount of support (MEUR per product) and utilized share in 1995 and 2000.

FINLAND SWEDEN
Animal Year | Reference amount Utilized share Reference amount | Utilized share
products of support % of support %
Bovine animals™ | 1995 25.3 - -
2005 91.2 60 -
Ewe and she goat | 1995 1.2 78 0.12 95
2005 3.5 93 0.13 80
Sow’s 1995 0.32 81
2005 0.47 42
Swine & poultry 1995 0.7 74
2005 61.3 60
Swine 1995 1.38 79
2005 1.53 89
Laying hens 1995 0.26 99
2005 0.26 110
Horses 1995 - -
2005 2.52 88
Cow's milk 1995 67.8 103 29,9 115
2005 225.22 71 29.71 93

Sources: (95/196/EC,

2000/405/EC, 2002/404/EC and Ministry of Agriculture and Forestry 1996, 2001, 2006),
(97/557/EC, 2000/411/EC and 2004/291/EC).

' From 2002 the upper limits were defined only for the bovine animals total excluding the milk cows, and swine and
poultry (2002/404/EC).
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Also the production factors, measured in LU, heads, hectares or tons, are limited to certain
quantities per sub region as a condition for the Nordic Aid scheme. For some products the limits
have been exceeded, this is particular the case for milk production both in Sweden and in Finland.
However, since 2003 the aid has not been granted in Finland any longer on the basis of the
quantities produced, but on the basis of production factors within the total limits laid down in the
Decision 2002/404/EC. In contrast, in Sweden reference quantities are no longer valid from 2004,
only reference amounts in EUR have to be within the limit (Table 2.7).

Table 2.7. Reference quantities and utilized share of the Nordic aid (ton and LU) in 1995, 2000 and 2005.

Animal FINLAND SWEDEN
products Year | Reference quantity | Utilized share, % Reference quantity | Utilized share, %
Cow’s milk, | 1995 1,720,000 100 484,937 102
ton
2000 1,750,863 105 484,235 96
2005 1,776,765 103 484,235" 89
Horses, LU 1995
2000 6,000 132 - -
2005 6,000 129 - -

Sources: (95/196/EC, 2000/405/EC, 2002/404/EC and Ministry of Agriculture and Forestry 1996, 2001, 2006),
$97/557/EC, 2000/411/EC and 2004/291/EC)
) From year 2004, reference quantities are no longer valid for Sweden, only reference amounts in EUR.

2.4.3 Crop production - reference levels and utilized aid

Also concerning support to crop production, the Nordic aid scheme involves more production lines
in Finland than in Sweden (Table 2.8). Other differences between Sweden and Finland are the
payment per hectare of UAA and the support for young farmers. Aids of this kind have not been
included into the support scheme in Sweden at present or before the accession. During the
transitional period of 1995-1999, the Nordic aid per unit gradually increased in Finland, because it
substituted for the gradually decreasing Transitional Aid. Later on, the changes in the level of
Nordic Aid have been minor. In case of certain products (cereals, horticulture, for example), only
Transitional Aid was paid in 1995 and 1996, whereas the Nordic aid payments were initiated at
1997 (Table 2.9).
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Table 2.8. Nordic aid (EUR per unit) in 1995 in Finland and in Sweden.

FINLAND SWEDEN
C1 Cc2 C2north C3 C4 1 2a 2b 3

Crop production

Sugar beet, EUR/ha 84 118 118 - -

Potatoes for starch, EUR/ha 67 101 101

Cereals - barley, oats, EUR/ha 34 34 67 135
- other, EUR/ha 34 34

Horticulture under shelter
- flowers 7 months, EUR/m?
- flowers 2-7 months, EUR/m?

Field scale, EUR/ ha 34 34 67 135

- vegetables

- apples 34 34

- soft fruit and vegetables 309 309 309 211
Payment per UAA, EUR/ha 34 34 67 135
Young farmers, EUR/ha 34 34 34 34 34

Sources: (95/196/EC, 2000/405/EC, 2002/404/EC and Ministry of Agriculture and Forestry 1996, 2001, 2006),
(97/557/EC, 2000/411/EC and 2004/291/EC)

Table 2.9. Nordic aid (EUR per unit) in 2005 in Finland and in Sweden.

FINLAND SWEDEN
Crop production
PP cL  c2 CZQO” c3 c4 1 2a 2b 3
Sugar beet, EUR/ha 354 390 390 - -
Potatoes for starch, EUR/ha 177 213 213
Cereals
- barley, oats, EUR/ha 36 36 70 137
- other , EUR/ha 140 176 176
Horticulture under shelter
- flowers 7 months, EUR/m? 14 14 14 14 14
- flowers 2-7 months, EUR/mM? | 7 7 7 7 7
Field scale, EUR/ha 416 452 452 486 553
- vegetables
- apples 163 199 199
- soft fruit and vegetables 307 307 307 199
Payment per UAA, EUR/ha 36 36 70 137
Young farmers, EUR/ha 36 36 36 36 36

Sources: (95/196/EC, 2000/405/EC, 2002/404/EC and Ministry of Agriculture and Forestry 1996, 2001, 2006),
(97/557/EC, 2000/411/EC and 2004/291/EC)

In the same way as for animal production, upper budget restrictions have been set in order to
counteract an increase in production. Realization of the production in 2005 has been in all cases
well below 100 per cent of the upper limits (Table 2.10). As for the limits of production factors in
tons and hectares, the reference quantities have not been exceeded in 2005, and there has been a
clear negative trend in the utilization of the permitted aid mainly for the development of the farm
structure (see the chapter 3, description of the structural trends).
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Table 2.10. Reference amount of the Nordic aid (MEUR) and utilized share (per cent) of the upper limits in
1995 and 2005.

FINLAND SWEDEN
Crop production
Year Reference level of Utilized Reference level of | Utilized
support, MEUR share % support, MEUR share %
Sugar beet 1995 0.34 85
2005 1.34 28
Potatoes for starch 1995 0.32 141
2005 1.24 52
Cereals and other crop 1995 9.54 72
2005 15.14 85
Horticulture under 1995 -
permanent shelter
2005 24.69 87
Field scale vegetables 1995 0.03
and apples
2005 0.90 71
Soft fruits and vegetables | 1995 0.22 86
2005 0.22 62
Payment per ha 1995 26.47 66
2005 27.87 59
Young farmers 1995 80.00 20
2005 16.66 76

Sources: (95/196/EC, 2000/405/EC, 2002/404/EC and Ministry of Agriculture and Forestry 1996, 2001, 2006),
(97/557/EC, 20007411/EC and 2004/291/EC).

2.4.4 Aid for the young farmers

In Finland the Nordic Aid for the young farmers has totalled in 1995 about 16 MEUR and in 2005
12.5 MEUR. The aid has been about 75% of the maximum limit in the Nordic Aid scheme (Table
2.6 above). In the Nordic Aid area, about 500-700 farm successions have been implemented
annually, which accounts for about 1.3-1.8 % of the number of farms in the area. During the last
few years, the number of farm successions has varied annually between 800 and 1,200 in the whole
country.

2.4.5 Reindeers - reference levels and utilized aid

In Finland, support for reindeers as a part of Nordic Aid Scheme is paid in areas C3 and C4. The aid
paid per animal was in 1995 about 24 EUR, in 2000 it was 19 EUR, and in 2005 it was 22.5 EUR
per head. Also in Sweden some support is paid to reindeer breeding, but not as a part of Nordic Aid
Scheme (see the chapter 4). The share of the total amount of aid has been well below 100 % of the
upper limit in every year, and so has been also the share of the number of heads (Table 2.11).
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Table 2.11. Reference amount of the Nordic aid (MEUR), number of reindeers and utilized shares in 1995,

2000 and 2005.

Reindeers

FINLAND

Reference level

Reference level

Year amount of aid Utilized share % Utilized share %
number of heads

1995 6.2 49 229,000 638

2000 6.2 46 229,000 67

2005 6.16 57 229,000 638

Sources: 95/196/EC, 2000/405/EC, 2002/404/EC and Ministry of Agriculture and Forestry 1996, 2001, 2006.

2.4.6 Storage - reference levels and utilized aid

Aid for storage is paid only in Finland. The maximum support is limited to 0.34 EUR/kg for
cloudberries, 0.10 EUR/kg for other wild berries and 0.42 EUR/kg for wild mushrooms
(2002/404/EC). Support for storages with heath control has been at maximum 20 EUR/m’ and
support without heath control 13 EUR/ m® per year in sub-regions C1-C4. From the year 2002, the
support is 20.2 EUR/m’ for the heated storages and 13.5 EUR/m’ for the storages without heating.
Upper limits and realization of the support is presented in Table 2.12. The utilized share of
permitted amount is every year well below 100%.

Table 2.12. Reference amount (MEUR) and utilized share of the aid for storage in 1995, 2000 and 2005.

FINLAND
Storage Year Reference amount of Utilized share
support, MEUR %
Aid for storage, of which 1995 2.52 0
2000 2.52 42
2005 2.86 35
— wild berries and mushrooms, 1995
kglyear 2000 0.34 44
2005

Sources: 95/196/EC, 2000/405/EC, 2002/404/EC and Ministry of Agriculture and Forestry 1996, 2001, 2006.

2.4.7 Transportation of meat and milk - reference levels and utilized aid

Aid for transportation is paid for milk and meat production in the northernmost parts of Finland. In
Sweden the aid for transportation is paid only for milk. The amount of support depends on the
amounts of the production transported from the farms to the dairies and in Finland also to the
slaughterhouses (Table 2.13).

Table 2.13. Unit aid reference level (MEUR) and utilized share of support for transportation, 1995, 2000 and 2005.

Transport Year Reference amount of Utilized share
support, MEUR %
FINLAND: Milk and meat 1995 2.27 73
2000 2.27 66
2005 2.27 95
SWEDEN: Milk 1995 1.87 104
2000 2.20 95
2005 2.20 89

Sources: (95/196/EC, 2000/405/EC, 2002/404/EC and Ministry of Agriculture and Forestry 1996, 2001, 2006),
(97/557/EC, 20007411/EC and 2004/291/EC).
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2.5 Preconditions per product and amendments to the Nordic Aid scheme

2.5.1 Preconditions

The main features of the preconditions for the Nordic Aid scheme in each product line in 2005 have
been examined in the following. Most notable amendments which have been implemented during
the period in the scheme have been examined in subsequent section.

General conditions: To be eligible for the Nordic aid a farmer has to have at least three hectares of
agricultural land (arable and pastureland including fallow land) in active use. For the production of
vegetables and berries half of hectare is the minimum. The farmer shall be below the age of 65. If
the Nordic Aid is applied for the animal production, a farmer has to have the financial responsibility
for the animals. For the animal production Nordic aid is granted on the basis of production factors
per livestock unit or animal head, except for cow’s milk which is paid per kg on the basis of milk
quota. Minimum amount of the aid per farm is 55 EUR in Sweden and 84 EUR in Finland. There is
a limit for the number of livestock units per farm up to which the Nordic aid is paid. In Finland the
upper limit per farm is valid for all production lines except laying hens which has limitations of its
own. The limits are as follows in the Finnish sub-areas: C2P 300 livestock units, C3 200 livestock
units and C4 100 livestock units.

Aid for transport of milk: The aid is paid to dairies in both countries. In Sweden all dairies in the
area of Nordic aid are allowed to receive the aid, whereas in Finland only milk collected in the
north-east area (Kainuu and Koillismaa) and in Lapland is eligible for the aid.

Aid for transport of meat: The aid is paid to the slaughter houses only in Finland. Aid is paid only
for the meat produced in Province of Lapland and collected by the local slaughter houses.

Milk production: In Sweden, the mil