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Introduction

In the EU the total area of forests and other wooded land accounts for 177, 8 million hectares,
while forestry and downstream manufacturing activities provide employment to millions of
people. In the period 2007–13, the European Agricultural Fund for Rural Development
finances a series of measures to support the development and exploitation of forests.

The measure ‘Improvement of the economic value of forests’ (measure 122) grants financial
aid for forests owned by private owners or their associations or by municipalities or their
associations to support operations for the improvement of the economic value of forests
concerning investments at the level of the forestry holding.

The total EAFRD support programmed for the measure amounts to 534, 72 million euro in the
period 2007-13. A similar support is proposed to be maintained for the next programming
period 2014-20.

Audit scope, objectives and approach

The audit focused on the design and implementation of rural development support under
measure 122 ‘Improvement of the economic value of forests’. The main objective of the audit
was to assess whether rural development support for the improvement of the economic value
of forests is managed efficiently and effectively.

More specifically, the audit focused on the following issues:

(a) Is the design of the measure adequate?

(b) Is the implementation process appropriate?

(c) Is the assessment of the effectiveness of the measure satisfactory?

The audit covered both the Commission and selected Member States. At the level of the
Commission the audit work covered the design of the measure and its management activities,
including approval of the Rural Development Programmes (RDPs) submitted by the Member
States and monitoring of the financial support under the measure. At the level of Member
States, the Court’s audit included visits to Spain (Galicia), Italy (Tuscany), Hungary, Austria
and Slovenia. These Member States accounted for more than 50 % of the total expenditure
declared for measure 122 in the current programming period 2007-13.

Court's findings and observations

The Court concludes that the Commission and the Member States did not manage the audited
aspects of the support for the improvement of the economic value of forests efficiently and
effectively.

1. The Court’s audit revealed weaknesses in the design of the measure which significantly
hinders its successful implementation: at the Commission level, the situation in the
forestry sector in the EU was not specifically analysed so as to justify the proposal of
specific financial support for improving the economic value of forests of private owners or
municipalities. Furthermore, key features of the measure were not defined in the legal
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provisions, particularly the meaning of ‘economic value of forests’ and what is a ‘forestry
holding’.

At the Member States’ level the needs were not adequately described in the RDPs and
several Member States discontinued the measure or reallocated most of the allocated
amounts in favour of other measures. Moreover, Member States set very different sizes of
forest holdings above which a forest management plan was required.

2. The Court also found that many of the projects subsequently funded are not in line with
the measure 122’s provisions. Moreover, Member States supported operations which do
not correspond to the objectives of the measure and which would be more appropriately
financed by other measures with different eligibility requirements and aid financing rates,
usually lower. As not all the investments per se increase the economic value of forests, the
inherent link between the aid granted and a possible improvement of the economic value
of a forest varies depending on the typology of the investment.

3. The Court considers that the assessment of the effectiveness of the support was not
satisfactory: Member States did not determine or require beneficiaries to determine the
value of the forest areas prior to and after the investments.

4. In terms of monitoring, the Common Monitoring and Evaluation Framework (CMEF) is
inadequate to appraise the impact of the financial support under measure 122 because the
performance indicators and evaluation questions included in the CMEF do not allow to
evaluate whether the funded investments resulted in an improvement of the economic
value of the forests.

5. The Court found that only a few of the audited projects improved significantly the
economic value of the forests, either by improving the value of the land (building of forest
tracks and roads) or the value of the stands (silvicultural operations like pruning or
thinning).

Commission's replies

1. The Commission accepts that it should continue to define and assess the need to improve
the economic value of forests in the EU, in such a way as to justify in general terms the
inclusion of relevant support in rural development policy.

The Commission believes it should continue to define basic eligibility conditions at EU
level, but that more precise eligibility conditions and selection criteria should be set within
individual RDPs. It believes that its proposals for a rural development policy for after
2013 follow this approach.

However, additional guidance in this matter should be provided. The Commission will
also investigate with the Council and the European Parliament to what extent the desired
relationship between investments in equipment and improvements to the economic value
of forests could be clarified in the relevant legal acts.

2. The Commission notes that the principle of subsidiarity hands considerable discretion to
Member States and regions. However, the Commission agrees that adequate descriptions
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of the specific economic needs and opportunities of the different types of forest areas and
beneficiaries are needed. The level of detail required with regard to types of area and
beneficiary may vary from one RDP territory to another.

In the period 2014-20, RDPs will be influenced by partnership agreements (PA s) at
Member State level, which will contain analyses of development needs for the Member
State concerned in relation to the thematic objectives of the European Structural and
Investment (ESI) funds. The Commission has already provided an analytical position
paper to each Member State to help guide the elaboration of the PA s, and will provide
further input through dialogue once the legislative framework is in place.

The Commission considers that a reasonable proportion of forests supported through
measure 122 should be subject to forest management plans as recommended by the Court.
That ‘reasonable proportion’ should be set within the programming process. The
Commission also considers that forest certification is a market-based tool and that there is
no reason for the EU to intervene in this field. The current and proposed future Rural
Development Regulations offer support for the preparation of forest management plans
and sustainable management of forests, which are the main prerequisites for receiving
certification.

3. The Commission will make the necessary efforts (including through initial guidance) to
ensure that Member States/ regions use the correct measure to support a given operation in
the next period.

For the next programming period, together with the Member States the Commission is
developing a CMEF which will allow the assessment, for each RDP, of progress in
implementation against commonly defined target indicators for the priorities and focus
areas selected for the programme. At the basis is an indicator plan which for each focus
area sets the target and the planned outputs and expenditure for the measures that will be
used to achieve the targets and objectives of the programme. The indicator plan represents
more accurately the quantified intervention logic for each individual programme than does
the current rigid axis structure.

It should be understood that qualitative assessment of measure 122 can play a valuable
role alongside quantitative assessment, as it sometimes takes more time for policy
intervention to lead to a clearly measurable effect in the case of forestry than in the case of
farming.

Slovenia and Austria established procedures intended to determine the effect of measure
122 on the economic value of forests.

The Commission considers that where measure 122 was the correct measure to use, the
economic value of forests was indeed increased.

4. The Commission accepts that beneficiaries should be required to provide data. However,
these data may be of a very basic nature and require significant processing to allow
conclusions about increases in value.

For the next programming period, the establishment of values for this indicator will rather
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be undertaken by the programme evaluators.

The Commission considers this a feasible and adequate approach.

Draftsperson position

The special report provides a comprehensive assessment whether rural development support
for the improvement of the economic value of forests is managed efficiently and effectively in
the EU, and in particular in the selected Member States accounting for more than 50 % of the
total expenditure declared.

The rapporteur shares by and large the findings and conclusions of the Court, as set out above.

Nonetheless the rapporteur is also of the view that several relevant and important factors had
been omitted or not sufficiently covered in the assessment:

1) The report does not address the efforts related to prevention and mitigation of forest fire
and storm damages; although in the wake of the climate change forest fires (induced by
long lasting droughts) or hurricane storms cause more and more frequently substantial
damage to forests in Europe.

2) It also does not consider what consequences the climate change may have on the forests in
the future, and whether the projected changes require any modification in the subsidy
policy (all the more so because the forest plantation and modification of the composition
of tree species is a very time consuming process).

3) Finally, the document does not address the issue of illegal logging, which causes in some
(new) member countries serious damage to the nature, leads to severe material losses and
erodes considerably the economic value of forests.

These issues are dealt by Commission services, however by other services than the DG
Agriculture and Rural Development:

a) Europe experienced regional extremes of droughts, fires and floods in 2012. The Joint
Research Centre (JRC) of the Commission established the European Drought
Observatory (EDO) and the European Forest Fire Information System (EFFIS), which
have delivered timely information and alerts to the Monitoring and Information Centre
(MIC), managed by the Commission’s Humanitarian Aid and Civil Protection DG,
and to the relevant authorities in the Member States to help forecast and monitor risks
related to natural hazards. In spring 2012, the JRC provided data on rainfall deficits
over Western Europe and helped manage the critical fires that broke out in southern
Europe in the early fire season and the summer through the fire risk indices calculated
by EFFIS.

b) Also the JRC has set up the European Forest Data Centre (EFDAC). The specific goal
of EFDAC is to become a focal point for policy relevant forest data and information
by hosting and pointing to relevant forest information as well as providing web-based
tools for accessing information located in EFDAC. It provides suitability maps,
computed using the Forest Focus European dataset of species presence/absence. The
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adopted suitability model estimates the optimal environmental conditions for
European tree species under present and future climates. Available years: 2000, 2020,
2050, 2080.

c) DG Environment elaborated policy on fighting illegal logging. It was defined back in
2003 with the Forest Law Enforcement Governance and Trade (FLEGT) Action Plan.
The Action Plan covers both supply and demand side measures to address illegal
logging, and was endorsed by the EU Council of Ministers in November 2003. The
importance of the Action Plan is given by the fact that illegal logging is a global
problem with significant negative economic, environmental and social impact. In
economic terms illegal logging results in lost revenues and other foregone benefits. In
environmental terms illegal logging is associated with deforestation, climate change
and a loss of biodiversity. In social terms illegal logging can be linked to conflicts
over land and resources, the disempowerment of local and indigenous communities,
corruption and armed conflicts. Illegal activities also undermine the efforts of
responsible operators by making available cheaper but illegal timber and timber
products in the market place.

The FLEGT Action Plan has led to two key pieces of legislation:

• FLEGT Regulation adopted in 2005, allowing for the control of the entry of timber to the
EU from countries entering into bilateral FLEGT Voluntary Partnership Agreements
(VPA) with the EU;

• EU Timber Regulation proposed by the Commission in October 2008 and adopted by the
European Parliament and by the Council in October 2010, as an overarching measure to
prohibit placing of illegal timber and timber products on the internal market.

The implementation of the Action Plan is supported by the European Forest Institute, an
international organisation, established by European states in 1993, headquartered in Finland.

In the view of the rapporteur the services and achievements of these institutions and systems
should be integrated into the efforts to improve the economic value of forests. It will
complement the performance of the European Agricultural Fund for Rural Development.

Forests are important source of life and provide habitat on Earth for the people, dependent
both of natural factors and human activity. The forest is the most developed life community,
which includes the micro-organisms living in the soil surface, mosses, fungi, soft and woody
plants, insects, birds and game living there.

The most important effects of forests are:

• They are the largest consumer of carbon dioxide (carbon sequestration) and producer of
oxygen;

• They are the largest producer of organic material and are the source of wood as a raw
material; they provide renewable energy source and many other forest products;

• They are an essential regulator of the Earth’s water supply;
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• They are influencing the meso- and macroclimate;

• They become gradually the sole location on the Earth preserving uninterrupted food chain;

• They are the most important defenders of the environment;

• They provide unique health protecting and regenerating effect;

• Their welfare, cultural and aesthetic impact is crucial.

Draftsman's recommendations for possible inclusion in the annual discharge report:

With regard to the above conclusions and to the fact that the audited support is proposed to be
maintained for the next programming period 2014–20,

The European Parliament recommends that:

1. The Commission should:

(i) define and assess the EU needs for improving the economic value of the forests and in
that respect integrate efforts and insights of related policy fields;

(ii) clearly define the key features that would ensure that the EU support is targeted to
address those needs, and thus create EU added value.

2. The Member States should:

(i) adequately describe in their RDPs the specific economic needs and opportunities of
the different types of forest areas and beneficiaries;

(ii) enhance forest management by providing for the elaboration of forest management
plans for the bulk of forest holdings and the promotion of certification of forest areas.

3. The Member States should:

(i) set adequate requirements to ensure that forestry support within the rural development
policy is consistent, in line with state aid and other policy areas provisions, thus
maximising its effectiveness;

(ii) put in place adequate procedures to ensure that support is effective so as to actually
increase the  economic value of the forest areas where the investments take place.

4. The Commission should improve its monitoring of the measure to ensure that the Member
States implement is in line with the specific objectives set. In concrete terms, the Member
States should require beneficiaries to provide details of the value of their forest areas both
prior to and after the aided investments and managing bodies should be required to
validate these values.


