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1. PURPOSES OF THE MIDTERM EVALUATION

The 2012 Update Report on the previous Midterm Evaluation (2010) of the Emilia Romagna Rural
Development Programme (RDP) 2007-2013 was compiled by the independent Evaluator (Agriconsulting
S.p.A)) at the request of the Emilia Romagna Regional Government.

As opposed to the previous Midterm Evaluation of 2010, the Update Report provides useful elements to gain
better knowledge of and more accurately assess the effectiveness, efficiency, and relevance of the
interventions promoted by the Programme and also provides food for thought in support of the new
programming period.
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2. CONTENTS AND STRUCTURE OF THE MIDTERM EVALUATION UPDATE REPORT

The report is made up of four main parts:

1) Section 3 focuses of the purpose of the evaluation, i.e. the Emilia Romagna RDP, of which it
summarises its objectives, strategic priorities, measures, dedicated resources, financial advancement
and degree of progress in achieving strategic and territorial priorities;

2) Section 4 concisely illustrates the profiles, sources and methods for the analysis, as well surveys
made to investigate the various evaluation themes discussed in the Report, whose details are
covered in the technical Annexes;

3) Section 5 is organised by themes - which largely coincide with the social, economic and
environmental impacts of the Programme. Each paragraph first makes reference to the RDP
intervention strategy, provides a few hints at its implementation, outlines the results emerged from
the analytical surveys made in support of the evaluation and draws conclusions for each of the
covered subjects. Section 6 provides an update of result and impact indicators. For each indicator, a
brief illustration is made of the applied methods, the quantified results and the appraised
effectiveness as opposed to the target values assumed in the RDP;

4) The final section of the Report draws a few conclusions and provides recommendations - structured
by Axis and priority objective; here the results of the evaluation analysis are presented in order to
provide a few useful suggestions and proposals to be used to design the future programming period
2014-2020 for the regional rural development.

The Report also makes an early overview of the Best Practices identified by the Evaluator and to be covered
in the next communication action by the Regional Government, whose objective is to disseminate and
promote initiatives or sets of initiatives that may provide useful examples to optimise the Programme
offerings and ultimately improve the overall effectiveness of public support action, strengthen project
capacity and optimise implementation methods in view of the next programming actions.

The 13 Report Annexes investigate the methodological and operational aspects for the quantification of
impacts.

The foregoing structure and, more generally, the themes covered were shared with the RDP Managing
Authority in the context of a permanent process of exchange and dialogue that has developed since the start
of activities.
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3. METHODS, INFORMATION AND CRITERIA BEHIND THE PROGRAMME EVALUATION

The main methodological reference for the analytical surveys made was the Manual on the “Common
Monitoring and Evaluation Framework (CMEF)” defined in the EU Regulation 1698/2005, which we
‘contextualised’ in the light of the peculiarities of the Emilia Romagna RDP and the evaluation requirements
emerged at regional level.

In looking at the programming logic (based on a hierarchy of objectives) the other way round, our
evaluation has investigated the ‘effects’ of interventions, which are also structured hierarchically and in a
causal relationship, namely: Products as a first step towards the achievement of the operational objectives of
the intervention (e.g. number of beneficiary agricultural holdings, overall agricultural surface covered by
agri-environmental commitments, etc.); Results, meant as the “gross” direct and immediate effects of
interventions on beneficiaries (e.g. raising the value-added of farms, the agricultural surface involved in a
more sustainable form of environmental management etc.); and finally /mpacts, meant as benefits arising
from interventions and the Programme as a whole for direct beneficiaries, the population and the overall
intervention areas ‘net of the other effects not caused by the Programme. An evaluation — also in
guantitative terms — of such Programme ‘effects’ was made by a corresponding System of Indicators
(specifically Product, Result and Impact indicators) some of which were those of all other European RDPs
while others (supplemental indicators) were specifically defined for the Emilia Romagna RDP by the
Programme Managing Authority jointly with the Evaluator.

The basic information used in the Evaluation were acquired from different sources and through different
methods depending on their nature and scope of application, i.e.

= collected from specific surveys made by interviewing statistically significant samples of beneficiaries or
from case studies;

= excerpted from the existing statistical or administrative sources, such as, e.g.: the Regional Information
System, which contains financial, procedural and physical information on individual applications for
financing; the Business Plans submitted by beneficiaries; and the other official sources (statistics,
studies and databases) currently available at national and/or regional level (EUROSTAT, ISTAT, ISMEA,
SINAB, Chambers of Commerce and the FADN -farm accounting data network).

The information needed for the evaluation was collected through:

= a statistical analysis of the collected primary and secondary data, by which the values of calculated
indicators for the RDP beneficiaries/interventions were compared to the values of similar indicators
calculated or estimated in the counterfactual (i.e. no-intervention) situation or in the regional reference
context, with an additional comparison made between the actual values of Indicators and their target
values as defined in the RDP;

= a territorial analysis based on the use of the GIS (Geographic Information System), an instrument
through which geographic information (i.e. various theme maps on soils, erosion risks, desertification
risks, vulnerable areas, protected areas, etc.) is crossed with statistical alphanumeric information (e.g.
statistics on the sales of fertilisers and plant-protection products) or information on interventions (i.e.
chiefly information on ‘surface-based’ measures);

= an analysis based on the exchanges held between experts (i.e. focus groups, BS, NGT, etc.) designed
to interpret data and acquire qualitative information or to explore the unexpected or unforeseeable
effects of interventions or effects not sufficiently expressed by quantitative indicators;

= statistical simulation models for an evaluation of environmental impacts.
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4, MAIN PROGRAMME RESULTS

Below is a summary of the main results of the analyses made in the context of the Midterm Evaluation
Update report divided by each of the priority axes into which the Programme is structured.

Axis 1
7O IMPROVE THE COMPETITIVENESS OF
AGRICULTURE AND FORESTRY

/ TO IMPROVE THE \ K TO PROMOTE \ KTO UPGRADE PHYSICAL\ /TO CONSOLIDATE AND\

ENTREPRENEURIAL AND MODERNISATION AND INFRASTRUCTURE DEVELOP THE QUALITY
PROFESSIONAL INNOVATION IN OF AGRICULTURAL AND
CAPACITIES OF UNDERTAKINGS AND FORESTRY PRODUCTION

AGRICULTURAL AND SUPPLY CHAIN

FORESTRY EMPLOYEES INTEGRATION

AND TO SUPPORT
GENERATIONAL

K TURNOVER j k / k j K j

The Axis budget, 449 million euros, amounted to 43% of the RDP overall budget. committed financial
resources accounted for 76% of the programmed resources while disbursed resources accounted for 52% of
programmed resources.

Our conducted analysis — based on ad foc surveys carried out among beneficiaries as well as on data
extracted from Regional Databases and from the available technical and administrative documentation — has
shown the effectiveness of the Measures of Axis 1 in pursuing priority objectives and the positive
strengthening of strategic choices through the adoption of innovative instruments and implementation
methods, such as the promotion of regional agri-food supply chains.

4.1 To improve professional capacities and to support generational turnover

Knowledge transfer is a key precondition for the development of competitive and qualitative farming. The
purpose of “improving professional capacities of farmers and other agricultural and forestry workers through
integrated training, information and advisory interventions in support of the knowledge and dissemination of
information” was pursued by the Emilia Romagna Regional Government by implementing a “Green
Catalogue” containing training, information and advisory service offerings for farmers and forest holders.

Training and information actions promoted by Measure 111 involved 12,783 beneficiaries (64% of the
target value) and concerned 7,384 agricultural and forestry holdings.

Participants having successfully completed a training and information course in agriculture and/or
forestry amounted to 6872 in total (3826 of the target value). The large majority of successful trainees
were among farmers (97%) and in the male gender group (75%) and a fairly high degree of
participation by young farmers (38%6) was also observed.
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The advisory service contracts financed by Measure 114 were 6,423 in total, of which 6,213 in the
farming sector (81% of the target value) and 210 in the forestry sector (151% of the target value) and
involved 4,071 agricultural and forestry holdings.

The agricultural holdings concerned by the two measures were 9,144 in total or 14%6 of the total active
holdings registered under sections A0O1 and A02 of the regional Chambers of Commerce in 2011.

An impact on the activities of holdings in terms of acquired capacities was declared by nearly 70% of
participants in training/information courses and advisory service beneficiaries. Increased safety at work
ranked first among the declared effects and involved many other aspects of farming and forestry with
special reference to the economic management of activities, respect of the environment achieved through
cross-compliance, improvement of hygiene in breeding farms and, hence, animal welfare, and adoption of
certified production systems. Significant effects in the training/information and advisory services were also
reported with regard to energy and water-resource savings and the introduction of technological innovations
into individual holdings. Such effects were even more significant in the comparisons made between the
results of surveys conducted in 2012 and those measured in 2010.

As a whole, the participants assessments of training courses and advisory services were positive: a
special word of praise was accorded by beneficiaries for the skills of trainers/advisors as well as for the
organised activities which, they said, were consistent with and perfectly matched their goals and
expectations. As for the innovative introduction of a green catalogue by the Regional Government, the
level of autonomous users of this instrument was still low (25%); this result is indeed attributable to the
significant role played by technical-support and training-service providers, which were preferably addressed
by the large majority of beneficiaries. However, it is worth observing that the autonomous users of the
green catalogue found its consultation easy, its headings and activity descriptions clear and the overall
offering of training/information and advisory services in line with the needs of their respective holdings.

Training, information and advisory services (Measures 111 e 114) saw a high level of participation and
appreciation by respondents. The majority of trainees belonged to the agricultural sector (97%) with a good
level of representation of young farmers (38%). In comparison with the previous evaluations, a good
perception and an extensive use of the green catalogue were found among farmers. Its knowledge and use
however needs to be enhanced in order to raise the number of farmers who are able to autonomously
consult it (currently nearly 25% of total) for them to positively assess and benefit from the offered services.

Renewal of the agricultural base continues to be among the priorities of regional programming
in an effort to find a solution to rural population ageing. Measure 112 was the main intervention
instrument for young people through which the employment of 1,295 young farmers with 1,237
farms was financed.

The measure was successful (73% of the target value) despite its (already expected) significant
implementation complexities, as it favoured “the setting up of young skilled farmers and the structural
adaptation of farms”. The young beneficiaries of Measure 112 accounted for 28% of the total regional
managers aged below 40. Women managers accounted for 27% of newly set up farmers, with a higher
incidence compared to that of women managers aged below 40 at regional level (22%). 31% of newly set
up farmers concerned by this measure held a general certificate of education in agriculture and 4% had a
degree in agriculture. Employments were mainly recorded in relatively large sized farms in terms of ESU and
surface extension (>40 European Size Units and >20 hectares).

In particular, this measure significantly contributed to:

> the generational turnover among farmers, with a reduction in the age of managers in assisted setting
up to 32.4 years. This resulted from an average age of young farmers having taken over of 29.9, which
compares to an average age of 62.3 of farmers having terminated their employment and retired;

» a reduction in the negative balance between new registrations and de-registrations in the company
register of the Chamber of Commerce concerned. In the four-year period 2008-2011, assisted setting
up registrations accounted for 19% of all new registrations in the period.

%
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The attractiveness of farming among young people appeared high especially in mountainous areas,
where 67% of set up farmers originated from other sectors, which confirmed the employment
opportunities offered by agriculture to young workers in the areas most affected by employment problems.

Conditions for implementation have encouraged young people to draft suitable farm development plans and
access Measure 121: the synergy between the two measures, which is favoured by a specific priority,
concerned 51% of beneficiaries. Our evaluation analysis has shown that the synergy between Measure 112
and Measure 121 has favoured the introduction of innovations into the farm and determined higher
efficiency in investments and better results in terms of increased value-added.

It is clear from the economic results obtained by newly set up young farmers, that a decisively higher
level of spending efficiency was achieved by those who applied for both measures. These results confirm the
validity of procedural instruments designed to favour synergism between measures that improve the
efficiency of public spending. A comparison of these results with counterfactual results has shown that
beneficiary farms increased their output and labour productivity through this programme; by contrast, non-
beneficiary farms necessarily had to reduce their labour costs to keep their productivity levels constant.

The average increase in value-added for beneficiary holdings amounted to 20,828 € per holding
(or 10%). Such increased value-added derived from a nearly 17% increase in their marketable output.
Counterfactual holdings, on the other hand, saw their value added fall by 2,586 euros per holding (-3%)
mainly as a consequence of their shirked production value.

Employment-wise, beneficiary holdings increased their headcount by 0.19 Labour Units per holding,
while non-beneficiary holdings recorded a fall in employment levels to the tune of 0.18 labour units per
holding on average. Labour productivity in beneficiary farms increased 2,687 € per FTE (5%)
whereas labour productivity in the counterfactual group recorded an increase of 1,997 € per FTE due to
reduced employment.

In order to counter the fall in production value and keep labour productivity unchanged, counterfactual
holdings have adopted human resource policies which ultimately reduced employment levels. Beneficiary
holdings, instead, have seen their output increase and managed to raise labour productivity, despite a more
than proportional rise in variable costs.

Set up young farmers have also used the other opportunities offered by the RDP chiefly through the
implementation of measures meant to improve their human potential, i.e. Measures 111 and 114, which
concerned 76% and 35% of this group respectively.

4.2 To promote modernisation and innovation in undertakings and supply chain integration

This priority objective is directly linked to Measures 121, 123 and 124 implemented either through individual
interventions or through supply-chain projects.

Structural interventions (i.e. Measures 121, 122 or 123 — Actions 1 and 2) concerned most of the regional
territory and were also extended to areas experiencing natural disadvantages and mainly located along the
Apennine mountain chain.

The beneficiary holdings of Measure 121 amounted to 2416 (55%of the target value) with an
appreciable ESU size and surface extension and with planned investments normally designed for upgrades
which ultimately proved to be more demanding in financial terms than the level estimated ex ante.
Upgrades in beneficiary holdings were beneficial in income and employment terms; the effect of the
provided assistance on the objective of economic growth was even more significant if compared to the
contextual performance levels.

Our analysis of accounting results conducted on factual and counterfactual samples recorded an average
increase in value-added of 28,157 euros per holding (+15%) — i.e. decisively above the increase
observed in the control group (+7%).
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In employment terms, beneficiaries saw their headcount increase (+0.39 FTE per holding) while, in
the three years considered (2008 — 2010), the holdings in the control group recorded a drop in employment
levels (-0.29 FTE/holding). Labour productivity in beneficiary holdings increased 5%, or 1,828 € per FTE.

In conclusion, beneficiary holdings saw labour productivity and output increase; by contrast, non-
beneficiary holdings reduced labour costs to keep their productivity levels constant.

The increases in value-added and headcount of the beneficiary holdings under Measure 112 have
already been fully illustrated and the collected data relate to the best results achieved in beneficiary farms. A
comparison between the level of spending efficiency obtained in the interventions of young set up farmers
who also benefited from Measure 121 and the level obtained by those who exclusively relied on Measure 112
clearly shows that spending efficiency was decisively higher for those who accessed both measures.

With regard to Measure 123, the 170 beneficiary holdings (100% of the target value) made up an overall
investment volume of 261,5 million euros (with an average investment value of 1.538 million euros); of
these, 99 were assisted in the context of Supply-Chain Projects (3 in the forestry sector) and contributed to
an average investment equal to 40% of the average recorded by beneficiaries having received assistance
through individual applications.

Main interventions pertained to the refurbishment/renovation of plants and buildings (39.5% of the overall
volume of investments) followed by the introduction of innovative technologies to respond to new market
opportunities (33.3%). The introduction of innovations in the production cycle was the item that absorbed
an innovation investment of around 150 million euros, or 12% of the aggregate innovation spending
measured by the Italian Statistics Institute (ISTAT) in 2010 in Italian enterprises active in the “food and
beverage and tobacco” sector.

A comparison between the pre-investment and the post-investment situations shows an increase in value-
added of 9.3 million euros, +30.9%6 vs. the pre-investment value. The significance of this difference
is much greater in the comparison made on a sample of agri-food enterprises at national level by the
Mediobanca research department (+5.6%). The increase in value-added was determined by an increase in
turnover and contributed to set off the increased unit processing costs. Performance of Return On Sales
(ROS), on the other hand, was unchanged in the period considered, which demonstrates that the pre-
investment efficiency levels were retained.

In the context of Supply-Chain Projects (SCPs), a total of 67 projects were found eligible for financing.
All Measures associated with SCPs were taken up in the implemented projects. Measure 121 accounted for
63% of the total submitted applications and 61.1% of the overall investments made; the 101 applications for
assistance under Measure 123 (actions 1 and 2) had an incidence of 33.6% on the overall investments; the
demand for training courses and advisory services characterised nearly half of SCPs and Measures 111 and
114 concerned 26% of all submitted applications. A high number of projects also related to Measure 124 (42
projects out of 67). SCP interventions implemented under Measures 121, 122 and 123, accounted for more
than 95% of the total interventions in the Supply-Chain context and involved most of the regional territory
including areas experiencing natural disadvantages.

The findings of direct surveys conducted among the beneficiaries of interventions and the analysis of
secondary information (contextual data, monitoring data, etc.) show that the 67 SCPs financed in the main
regional agri-food supply chains developed an investment volume in excess of 278 million euros, with an
average investment per SCP above 4 million euros and a total number of 8,496 direct and indirect
beneficiaries involved (95% of whom were farmers). These beneficiaries agreed on specific responsibilities
and regulated obligations for the contribution and purchase of processed raw materials by signing a Supply
Chain Agreement. It is worth noting that, in 79% of SCPs, beneficiaries agreed to be bound by obligations
for the purchase/transfer of raw materials over a period exceeding the three years required by the relevant
call for applications.

One of the main results of SCPs was therefore their ability to create new and stable relationships
between market players and institutions by favouring a two-way flow of information and a shared
knowledgebase in support of the decisions to be made by individual market actors and institutional actors.
The extensive availability of agreements with a duration above the minimum period required by the call for
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applications underscores the ability of the instrument to stabilise the existing contractual relationships
between the different parties.

The quantity of raw materials involved in these new purchase/contribution contracts amounts to around
30% of the overall output in SCPs; in a few cases, the percentage rose to 100%, which clearly shows that
the instrument has effectively formalised and developed trade relations between farms and
processing/marketing companies, which already existed in a few cases but were not binding.

Our conducted surveys suggest a good level of globalisation achieved in a few production segments; in
the fruit and vegetable segment, the quantity of products intended for export to the EU accounted for 26%
vs. 4% of products to be exported to non-EU countries; in wine production, on the other hand, the
proportion was equal to 24.9% of products intended for non-EU markets vs. 14.5% of products intended for
the EU market.

SCPs have also created a favourable context for innovation by promoting pre-competitive research and
easing technological upgrades and technological transfers between the undertakings concerned and research
institutions or universities. Cooperation projects (Measure 124) designed for the promotion of pre-
competitive research concerned more than 60% of SCPs with an overall spending of 4.3% of the total
investment volume and an average investment per project worth around 165,000 euros. Innovation and pre-
competitive research have contributed to create or strengthen relationships between undertakings active in
supply chains and research institutions or universities located in the regional territory: in 21.4% of SCPs,
new relationships between farms and research institutions/universities were created; in 64% of projects,
continuity was given to the existing collaboration between research institutions/universities and the lead
partners.

Innovation was a distinctive element of all SCPs even when no direct reference was made to Measure
124. it was an incremental type of innovation chiefly intended for the improvement of products and
processes and implying the transfer of knowledge and technologies as well as their contextualisation
through participatory processes. A further contribution to the improvement of relationships with market
players was also given by activities for the promotion of quality products (organic products, PDOs,
PGls, etc.) promoted through Measure 133 “Supporting producer groups in information and promotion
activities”, which was taken up in 33% of projects.

Support to innovation made possible by the regional programming was pursued through specific
intervention priorities in the context of Measures 121 and 123 and by the use of Measure 124. The
undertakings having introduced new products and/or new techniques amounted to 1,546 in
aggregate (32% of the target value) of which 83% were the beneficiary farms of Measure 121, 10% were
the beneficiary farms of Measure 124 and 6% were agri-industrial companies having applied for Measure
123. The investments made under Measure 121 were mainly designed for the introduction of innovative
technologies and technological means of production as a result of, /nter alia, the reduction of
production costs. A comparison between undertakings having also applied for Measure 112 and those not
having applied for this Measure clearly shows that the synergy with Measure 112 favours the introduction of
innovations into the applicant undertaking.

The total volume of investments in innovations made by beneficiary agri-food companies under Measure 123
amounted to 149.7 million euros, or 12% of the overall spending for innovation measured by ISTAT in 2010
for Italian companies active in the “food and beverage and tobacco” sector. As regards the type of
innovation, 71% of interventions were meant for process innovations vs. 29% for product and mixed
innovations.

The use of Measure 124 both in favour of individual undertakings and in a supply-chain context concerned
a total of 86 projects, i.e. above the Programme target value of 76, which demonstrates how successful
this measure was in favouring investments in pre-competitive research.

An aspect worth highlighting is the different use of Measure 124 in the two forms of implementation: in the
context of PCPs, process innovations prevailed, whereas the majority of individual interventions concerned
farms in which field tests prevailed, with the development and testing of fruit and vegetable species and
specific interventions in breeding farms.
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As a result, cooperation projects were mainly of ‘technology-push’ type; in other words, interventions were
driven by technology testing intended more for the improvement of processes and quality than for the
testing of new products. In this context, the involvement of technology-product manufacturers (agriculatural
machinery or hi-tech equipment) and the ability to reflect and be inspired by past experience were indeed
fundamental to create prototypes fully in line with the requirements of farms and agri-food businesses
having established partnerships with research institutions. In order to favour the expansion of undertakings
towards new markets, it might be appropriate to direct cooperation towards explicit commercial objectives,
albeit limited to the pre-competitive phase, which could directly impact on the sector economy, by centring
product and process innovations on a ‘market-pull’ logic. After all, this marketing logic can be perfectly
adapted to a regional context characterised by production segments with proven marketability, and in which
production and distribution are driven by demand.

4.3 To consolidate and develop the quality of agricultural production

This priority objective is directly related to Measures 132 and 133. In addition, the RDP is intended to
support interventions centred on t