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WORKSHOF ON FARM EXTENSIFICATION
INTRODUCTION AND COMMENTARY ON REGULATION 1760

N.R. JENEINS & M. BELL

A workshop was held on the 27th November, 1987 at Grange-over-Sands under
the aegis of the Institute of Terrestrial Ecology (ITE) to debate the
economic, social and environmental implications of schemes to either take
land out of agricultural produétion or to persuade farmers to reduce their
output. The multi-disciplinary nature of these 1issues requires a wide
" range of expertise and the views of economists, agriculturalists,
ecologists, soclologists, geographers and others were heard. Present also
were representatives from the Minisiry of Agriculture, Flsheries and Food
(MAFF), Department of the Environment (DoE), National Farmers Union {NFU},
Country Landowners Association (CLA), Countryside Commission (cC), Nature
Conservancy Council (NCC), Council for the Protection of Rural England

{CPRE) and Royal Society for the Protection of Birds (RSPB).

The workshop was d rare event in that it allowed reéearchers to feed in
ideas kpn these“‘iSSues before Ministers had-déci&ed on policy and before
they had been defined by legislation. This R & D sympoéium hés been
produced in order for us to respond quickly to these policy changes, though
a9 a result it has had to be restricted to a2 collection of the unedited

draft papers given ai the workshop. A more formal publication is to follow

in due course.

EC Regulation no. 1760/87 of the 15th June, 1987 (Official Journal of the

European Communities, 26/6/87) amends Regulation 797/85 (of the 12/3/85) on




_ |
improving the efficiency of sgricultural structures. That Regulatlon in
itself provided a major consolidated update on long—staﬁdlng policy
measures promulgated in both the classic series of Directives in 1972
(especlally 72/159 which introduced farm plans) and in 1975 (Directive 268)
which set the framework for Less Favoured Areas supporﬁ. - As th#s
pﬁblication spans disciplinary.boundaries, it may be worth clarifying that
'gtructures! in this sense pertains to the nature of farm holdﬂngs, and in
particular their size, consolidation, labour and capital efficiency. It
may equally be viewed in the context of the division betweeni #spects qf
FEOGA (Fonds Buropean d'Orientation et Guidance Agrlcoleﬂ ie betwe%
"orientation" funds available for grants aimed at "guiding" thé nature of
farmlng, and funds paid to underwrite commodity price support &rrangements.
Mthough at one time structural spending was expected to be perhaps 25% of

the overall CAP budget, it has recently been a minor part of SPBnding (soje
7 or 8%) compared to the amounts spent on intervention buyﬁng, export

restitutions and the other costs of price guarantees.

Regulation 1760 is'particularly notable because it introduces  Article 1P

which provides for schemes designed to encourage the co%version anF
extensification of agricultural productidn; ‘The ifmediately sﬁ?ted aim ok
such schemes 1is to adjust production sectors tPfharket requi}ements, and
particularly those in which there is a ‘sﬁrﬁlusf' Article 1a :provides a
framework of rules for both the convefsion of surplus production capacitt
t§ the output of non-surplus products, and the extensiftcation !
production of. farm outputs which are in surplus. Further detgils will be
prescribed by the commission in legislation which they are still preparing.

The schemes will run for 5 years subject to a mid-term review by thé

Council of Ministers..

Member states have 9 months to determine the details of their owm achemes,




and details of the proposed UK scheme has been released in the Ministry of
Agriculture, Fisheries and Food (MAFF) consultation document "An
Extensification Scheme" (December, 1987). This states that the principal
gim of extensification is to reduce surplus agricultural production, though
it méy also be used to free land for the growing of trees, conservation and

amenity and new farm enterprises.

The extensification of products will initially only apply to cereals, beef
and .veal, and wine sectors., The EC has defined the extensification of
cereals to mean a reduction in a farmer's cereals area of at least 20%, for
a pefiod of at 1least 5 years, this reduction to be achieved without a
concommitant increase in the production capacity for other surplus
products. This definition is effectively that of set-aside, as crops will
8till be grown intensively, but the total inténsive area will be reduced in
extent. MAFF have indicated that under +this scheme there are only 3
realistic alternative uses for set-aside land:

i. fallowing. MAFF intend to draw up a Code of Practice to describe

those management praétices that will achieve the best environmental

impacts eg no application of fertilizers. EC Regulation 1760 does

not allow for the grazing of livestock on fallowed land. MAFF may

also exclude rotational fallow on the basis that this .ill reduce e

nitrate leéching. Broad strips left around the edges of fields will S

also count ag fallow areas;

ii. afforestation;

iii. non-agricultural use eg for +tourism, sport, conservation or
energy coppice.

MAFF may also impose a minimum set-aside area per farm for the scheme.

The extensification of beef has been defined by the EC to mean a reduction

in the number of Ilivestock units by at least 20%, again with no




concommitant increase in production capacity for other surpl@s producté.
MAFF have proposed that certified records of stock sold will beérequired as
well as obligations not to increase the number of 1livestock kept on the
holding, obligations not to increase any arable area ahd suitable
constraints on the use of any land freed from grazing. i
Member gtates are given scope by the Reéulation to suggesté their own
mechanisms for reducing production provided the necessary 2032 reduction can

be achieved, though all such schemes have to be approved by the| Commission,
|

In this category, MAFF have suggested a proposal based on|payments t

farmers for switching from cereals to organie production.

Although implementation of the extensification scheme is mandatory for
Member States, participation by individual producers will b% voluntaryt
Compensation is to be decided by Member States on the bagis of the
undertaking entered into by the beneficiary and on the basis of income
losses. This will be 25Z funded by FEOGA up to a maximum still to be
determined by the Commission. MAFF have suggested two :alternativp
proposals by which payments for cereal set-aside could be imple$ented: |

i. =& single flat rate of_about 150—206 pounds per ha. p%r ¥y i
ii. farmers lodgiﬁg tenders with the Agricultural iDepartments
stating +the payments they would accept for taking a certaig area ocut

of production. The Government would then accept tenders working fro?

i

the lowest tender upwards. . 1
MAFF have suggested that an application to join the scheme! should bé
accompanied by a map of the farm showing the proposed changeséin cropping
pattern as well as evidence that the land to be in set-aside was in the
1986/7 crop rotation.

|
. l |
Some aspects of these proposals, and particularly those relating to the




encouragement of diversification, overlap with existing or proposed
alternative schemes such as the Farm Diversification scheme and the Farm
Woodlands scheme. There is also overlap with ESA's in that criteria laid
down for the agricultural management of such areas may involve a reduction
in surplus products (and indeed Regulation 1760 deals with grant rates in
ESA's and LFA's in Parts 4 to 8; as amended Article 19b). The MAFF view is
that applicants can take part in more than one scheme provided they can
satisfy the Agriculture Department that there is no conflicting objectives
and no double funding is involved. MAFF also suggest that the
extensification scheme may be more formslly linked with the farm woodlands

scheme.

Regulation 1760 also deals with other subjects, not being covered by the
workshop, on agricultural advisory schemes, on producer groups and on the

marketing, and processing, of agricultural and fishery products.
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WORKSHOP ON FARM EXTENSIFICATION

LIKELY FARMER RESPONSE IN THE HILLS AND UPLANDS: Results of a survey based-

on the ITE sample framework

Steven Warnock & Malcolm Bell

INTRODUCTION

During 1986 and 1987 a series of detailed farm interviews were carried out
in parts of the hills and uplands of the British Isles. Locations ranged
from Exmoor to the Hebrides. The work was one aspect of the first joint

ESRC/NERC Fellowship and utilised the Merlewood Land Classification System.

Until this present work little or no attempt had been made to examine the
"nature of the human sample involved in the ITE squares. In 1984, sur#eyors
had made fieldlﬁotes regarding what was described as-land ownership. In
general this was In fact occupation of the land without regard tane&hre

type.

The idea of using fhis information and undertaking a desk study cross
relating it to other available social, planning and economie data was
considered. After considerable thought, however, it was decided that a
field work element was required, as the former could not necessarily be-

expected to pick up the many socio—economic factors which influence land

uge practice; for example:



- tenancy: conditions .precluding lend use change;

- other special tenures or ownerships by conservation-orientedjlandlords;

~ part-time farms or those engaged in non-agricultural activitﬁes;

a: large, especially sporting, estates purchased with no_inten%ion of ev%t
showing a profit; } '

— the ilmportance of production quotas;

— aims and objectives of the farmers.

This paper presents a first view of the results, especlally of some
specific questions regarding potential uptake of schemes for iextensifyiE
land use, or otherwise farming with envirommental  sensitivity wunder
agreement. The computing has been organised by the ESRC Rural Data ArchiJe

and the authors are particularly grateful to Ms A Hockey and Dr N Walford

for their work ia this regard. The visual presentation of  the 5 land

classes were compiled by C.B. Benefield (Benefield & Bunce 1982).

\ﬂ:-

LAND CLASSIFICATION .- - |

The land classification system developed at EBg_Institute of Terrestri%l

E;ology's Merlewood Research Station pngiﬁes a upified sampli‘g framewoﬂk
for land use and ecological survey ét‘both ﬁétional and regignal levels.
The system is based on 32 'land classes' derived from computer analysis of
environmental characteristics - climate, physlography, geology and human
artefacts — in 1228 (one in 225) 1 km squares from the National Grid. Tﬁe
ecological worth of the land classes has subsequently been:verified }

field survey which involved detailed recording of the vegetation, soils and

land use of 8 squares from each Jland “elass. Comparison }with otheﬁ,

independently derived, figures from censuses or surveys dsing larger

samples has shown the system to be remarkably robust. For a more detailed




description of the system see Bunce et al. 1981, 1982; Heal & Bunce 1984.

Although there are frequent outliers, most of the 32 land classes have
well-defined patterns of distribution within Britain indicating the
existence of continuous envirommental gradients. Figure 1 gives a

breakdown of the major land class groupings.

i- 9-16 17-20 21-24 25-32
SOUTHERN CENTRAL MARGINAL UPLANDS NORTHERN
LOWLANDS LOWLANDS UPLANDS LOWLANDS

FIG. 1 LAND CLASSES IN BRITAIN

Selection of the study area was initially based on the hill and upland land
classes (17-24) which lie more or less within the Less Favoured Area
(LFA). After closer examination of the availabie information, however, it
was decided to concentrate primarily on land classes 17-20 as these covered
most of the farmed uplands. Land class 21, which includes the large
Highland sporting estates, was also included as this important upland land
use was not adequately covered in the other land classes. Farms were
selected for further study from 8 sample squares in each land class.
Figure 2 shows the location of the sample sdﬁares together with the generél

distribution of the five land classes.




FIG. 2 UPLAND LAND CLASSES FOR FARM SURVEY

SURVEY SQUARES
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B LAND CLASS 19
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A brief description and visual presentation of the main topographic and
land use characteristics of each of the five land classes is given below.

These descriptions are not definitive, but rather indicative of general

characteristics.

LAND CLASS 17 Wales central Uplands

Gently undulating hills with moderate relief within which there is a wide
range of variation in farming pattern depending upon the degree of land
improvement and local conditions. Mainly pastoral with few hedges and with

some arable for animal feed. The unenclosed land, where it occurs, 1s

variable in nature.




LAND CLASS 18 Western Uplands

Broad, rounded hills often -with- steep slopes, but with some areas

transitional to enclosed land. Some 1limited land improvement bit
i

predominantly rough grazing often dominated by heather or ma& grasg. Few
- !

trees, hedges or lowland features.

LAND CLASS 19 Central Uplands . ¢|

Las - ”
’ . - o7 I
Broad, rounded hills often at higher altitude than 18, “Variable land usle

pattern ranging from enclosed farmland to open'éummits and slopks which are

often afforested.




LAND CLASS 20 Central marginal Uplands
Marginal lowlands and mid-valley slopes backing onto rounded hills. A very
variable and diverse land class with mixtures of both lowland and upland

features. Mainly improved pasture with some arable, but also much rough

grazing.

LAND CLASS 21 Scottish Highlands

Upper valley slopes and broad ridges with 1indistinct summits.

Predominantly open moorland or.peatland, with some rough grassland; often

afforested.




THE FIELD SORVEY

The interviewing programme was largely successful and vkrtually aLl
difficulties had their origin in the same source; the need td contact and
meet people in sample areas at great distances from each otHer, and from

the research base, within constraints of time and sensible use of
I

resources. |
- |
!
The approach adopted by ITE in previous field survefs was to seek out
occupiers and request consent to observe .and survey without making prior

approaches in writing. This procedure proved successful in tHe context yF
a. land use appraisal requiring 1little or no input froﬁ the lénd owner

T
occupler. From the point of wiew of this study, whic& sought éo
specifically probe for human~based_ data a more formal %pproach was
required. It was~necessary to identify, contact and win the éonfidence of
potential interviewees before information often thought of as fonfidentil
céuld be discussed. There wgre no 'refusals', although # number _f
interviews were unobtained and in some cases circumstanc%s militated
against a full interview. Once the occupiers of the squére had been

identified, letters were sent out explaining the purpose of the survey.

After suitable time to read, digest, but not forget the letter,éa follow~ﬂp

' i !
telephone call was made to arrange a suitable time to visit. |

During the wvisit itself, a friendly semi-formal Interview style was
pursued. Questions were asked on a range of toples relating to different

aépects of the farming enterpriée."The main sections in the qbestionnair

included:




TENURE - size of holding; nature of tenure and a brief summary of the land

use pattern on the farm/estate.

CROPS - information on the cropping pattern, including rotations, yield,

crop use, etc.
LIVESTOCK — informatiom on dairy, beef, sheep or pigs/poultry enterprises,
including numbers and type of stock, management regime and impact of

quota/LFA support on this.

SPORTING (estates only) -~ information on any sporting activities such as

deer stalking, grouse shooting, etc.

LABOUR - brief details of all personnel employed on the holding, including

contracted labour and machinery.

INVESTMENT PATTERN - ianvestigation of the importance' of agricultural

support and grants to the farm enterprise, including details of any new
farm buildings or land improvements (ie field drainage). The current
financial situation and pattern of likely future investment, including any

funds from outside farming, were also explored.

FIELD BOUNDARIES - information on the condition and management of field

boundaries and the response to increased levels of grant for planting/

management .

GRASSLAND MANAGEMENT - details of any recent grassland improvements,

including the wuse of fertilisers and herbicides. The response to

extensification contracts was also discussed.




FARM WOODLANDS ~ information on management of existing woodland and any

recent planting carried out. Future intentions were also explored,

particularly in view of proposed Farm Woodlands Scheme. i
' | |

DIVERSTFICATION - assessment of interviewee response to current changes in

agricultural support and how these are likely to affect the existing farm

enterprise. 1Ideas for alternative land use/income sources and the responsi

to extensification, management agreements and pre-pension schemés were als

discussed.

OWNERSHIP AND CONTROL ~ persconal details on inteviewee/landlord background
: |

and family structure.

SUMMARY OF FARMER RESPONSE
: |
| E i .
Analysis of the survey data is belng undertaken 1in conjunctien with thi
ESRC supported Rural Areas Database (RAD) at Essex University;“an& 1t g
intended that it will be accessible via RAD in due course. Theipfeliminary

findings look encouraging and it is hoped that a final report will be

published after more detailed analysis of the results. The fbllowing 1J

therefore only a brief summary of the observations made by the &esearcheré

during the survey.

Preliminary work correléting the; land use, tenure and farm types to the
laund classes suggestS‘thaf most of the farms, cultivated land aﬁd improved

grassland lie in classes 17 and 20. This is illustrated in Tablés 1 and 2.
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TABLE 1  Analysis of holdings

LAND TOTAL NO. OF AVERAGE NO. OF 7 AVERAGE
CLASS HOLDINGS SIZE (ha) FARMS " SIZE (ha)
17 38 118 38 : 118
20 32 395 32 : 395
18 16 %352 14 %272
19 16 #6501 13 601
21 10 10, 858 3 275

*these figures do not include several large estates not covered in the

survey.

These areas occupy the marginal uplands, where because of better solils and
only moderate physical ZIimitations, considerable land improvement has
occurred in the last 40 years. Consequently the farm structure remains
relatively robust and commercial forestry has made little impact, as can be

seen from the figures in Table Z.

In contrast land classes 18 and 19 have considerably fewer farms. These
are often larger and In some areas the farm structure 1s sgimilar to that in
classes 17 and 20. Physical limitations are more severe, however and the
marginal nature of the farming pattern is reflected in the land use figures
(Tablé 2). As a result afforestation has been more prevalent and other

land uses, particularly water supply are more common.
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TABLE 2  Summary of prineipal land uses (7 area)

LAND IMPROVED ROUGH . WOODLAND  SPORTING COMMERCIAL  OTHER
CLASS | FARMLAND  GRAZING FORESTRY

17 61 21 3 - 14 § 1

18 7 54 1 8 16 f 14

19 26 19 4 12 28 11

i

20 44 48 . 4 - - i
21 1 10 2 50 37 % .

There are few purely agricultural holdings in land class 21, where most of

the land is owned by large sporting estates. Some of these estates have |a

sheep enterprise but this is. always secondary to the m#in sporting

interest. The impact of commercial forestry activities is @articularly
marked and one gets the impression that the estates are the only factor
preventing further afforestation of the remaining land.

A first analysis of farmer responmse to questions on grasslan@ management
and extensification is shown in tables 3-6. Because of the s$mall sample

size and since agricultural schemes are largely irrelevant, land class 21

has been omitted. ‘
%

The results highlight a number of interesting trends althoughéit does not
appear that these are related to land class. There was a fairly mixed
response to extensification and grassland management schemgs with th?
maijority showing some intérest, Most of those who weréi undecidedl

expressed concern about the preclse terms of any agreement. Grassland

reversion schemes, on the other hand, were not very popuiar. This
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TABLE 3 EXTENSIFICATION CONTRACTS

LAND CLASS - % .of respbndents

RESPONSE 17 18 ‘ 19 20 TOTAL
Likely 36 50 .25 50 38
Possibly 28 - 25 22 26
Unlikely 36 50 o 50 28 36

Number of

Respondents 14 2 -8 14

TABLE 4 GRASSLAND MANAGEMENT SCHEME

LAND CLASS - 7 of respondents

RESPONSE 17 18 19 20 TOTAL
Likely 47 40 30 29 36
Possibly S 60 40 38 42
Unlikely 12 - 30 33 22
Number of

Respondents 17 5 10 21

TABLE 5 GRASSLAND REVERSION SCHEME

LAND CLASS - % of respondents

RESPONSE |17 18 19 20 TOTAL
Likely 21 20 10 12 i5
Possibly 14 40 20 24 22
Unlikely -+ B5 40 70 64 63
Number of |
Respondents 14 5 10 17
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highlightg an important point, borne out in other studies (Warnock 19863,

that most farmers would be unhappy to actively encourage land fhat they héd

reclaimed and spent much time and money on, reverting back tokits originﬁl

state. One wonders how many are aware that this will happen a$yway, albeLf
I i

more slowly and to a lesser extent, under a lower input manageﬁent regime.

Although there appears to be little correlation of response with land class
a: very different picture emerges when the analysis is carriei out usingl

socio—economic factor like farmer age. Table 6 shows cleatly that the
older farmer is much more likely to be interested in extensification, than
his younger coileague. This suggests that the latter are still moye

production orientated and see such schemes as a hinderance to ﬂhis goal. !

TABLE 6 EXTENSIFICATION CONTRACTS

AGE - Z respondents

RESPONSE 40 40-50 50-60 60 TOTAL

Likely 14 43 50 66 38
Possibly | 29 14 33 17 2% |
Unlikely 57 43 17 17 36
Number of

Respondents 14 7 12 6
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ECOLOGICAL CHANGES RESULTING FROM A LESS-INTENSIVE AGRICULTURE

by N.R. JENKINS

Institute of Terrestrial Ecology, Merlewocd Research Station

1. Introduction

There are those conservationists who would argue that agriculture and
wildlife are diametrically opposed and that therefore any reduction in, or
the abandonment of, agricultural activity would be a good result for
conservation. This paper aims to illustrate that this .view on its own is
far too simplistic, and that it needs to be balanced against the need for
those agricultural operations, and particularly grazing operations, that

are beneficial to wildlife.

Examples of some of the general environmental responses that can be
expected from less-intensive agricultural operations are given in Table 1.
These show that the major impacts on ecology are likely to arise from the
extensification of beef areas (as & reduction in stock numbers) and from
the knock-on effects of cereal set-mside. The direct effects of cereal
sét-aside have relatively little or no conservation value.

From a policy viewpoint, this paper looks at the problem ecologists have
in predicting the general ecological response to the extensification
scheme, particularly if it is not targetted to specific regions or farm

types.

2. Implications of Reduced Grazing Intensity

Two agricultﬁral operations are used to illustrate the likely consequences

of reduced stocking rates. Firstly, reduced nitrogen application may bte




Table 1. RELATIONSHIP OF FARM EXTENSIFICATION
TO ECOLOGY

FARM EXTENSIFICATION EXAMPLES OF
OPTIONS : ECOLOGICAL IMPACTS

I, Set-aside of cereal areas _ o
- New fallowed areas - Opportunities for pioneer species

: - Importance of seed banks & refluges
eg slow regeneration is likely in East
Anglia |
- Marginal farm areas - Loss of marginal farm habitats
brought into scheme |

. Extgngificatioh of beef areas

- Rotational to - Changes in grassland species
ranged grazing
- Reduced grazing Grass converting to heather/
pressure _ bracken in uplands e
- Less re-seeding
=~ Less nitrogen
' - Increase in sheep

Greater reversion of grassland) -

t

E

Deletertous changes are likelylin
upland and wetland species due to a
decrease in cattle grazing

B |

iif. Increase in farm diversification
- New farm enterprises - Potential for new habitats
- Farm woodlands ~ New woodland areas

Aafﬁl

Increase in slower growing spgcies

g




associated with reduced stocking levels and is largely synonymous with

productivity, though it is as important in this discussion for developing
the general underlying ecological principles. Secondly, the effects of

reduced grazing pressure is considered.

Long term experiments on the effects of different agricultural practices,
and particularly fertilizer, on grassland species have been carried out in
the Park Grass Trials (Thurston et al, 1976), the Welsh Hills Experiments
(Milton, 1940,1947) and in other studies (eg Smith et al, 1971). These all
show that inorzanic nitrogen application produces marked <changes in
vegetation and that high species diversity is only obtained over a small
range of productivity (Grime, 1979). The effect of reducing nitrogen
application on more productive soils (and particularly rich lowland
soils) will be to move productivity down towards this range and therefore
increase conservation value. On soils of low productivity (and
particularly highly stressed upland soils}) a reduction in nitrogen use
could move vegetation away from this range and could decrease conservation

value.

Grazing affecis grassland species composition by opreventing succession
(required for all but the most nutrient-starved or highly disturbed/
stressed  vegetation) and by counteracting productivity effects (by
reducing dominance). Difficulties in characterisingngrazing effects arise
because grazing systems need to be considered as a whole. A simplified
representation of the ecological changes associated with different grazing
systems is given in Figure 1. This shows that the highest species
diversity is assoclated with those agricultural practices that reduce
dominance (eg high grazing pressure), allow species to flower and seed (eg
recovery periods from grazing or else haymaking) and allow species to
establish (eg as arising from the disturbance associated with heavy
grazing pressure, from hay cutting, and particularly from cattle)(Duffy et
al, 1974; Davies, 1967; Kydd, 1964). These all éupport the conclusion that
high grazing pressure under a rotational grazing regime together with

winter grazing achieves the highest level of species diversity. It should



FIGURE 1. Relationship between grazing systems and grassland spe%ies.
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be stressed that these operations are assoclated with more intensive
agriculture and that ranged grazing systems are associated with
agricultural decline (MAFF, 1966).

However, regional differences in ecological response to grazing further
confound this relationship. On richer chalk soils, recovery periods seem
not to be as important as heavy grazing pressure in maintaining species
diversity, and 1lax rotaticnal grazing has been shown to reduce species
diversity (Kydd, 1964). In particular, species seem to be able to seed
during very short recovery periods, or even under heavy grazing pressure
{Wells, 1969). By contrast on poorer, acid upland soils (eg the Welsh Hill
Experiments of Milton, 1940, 1947) rotational grazing is‘more important
than heavy grazing pressure in maintaining species rich grassland. The
imgortant process here seems 1o be the reduction in stress on the
vegetation offered by the recovery periods. Changes in vegetation on Welsh
uplands under different grazing regimes are shown in Figure 2. This Figure
also shows how heather can invade under reduced grazing pressure 1in

uplands.

3. Implications of a Fallow Set-aside

is likely to be limited, with the only species benefitiny . from short term
rotations being arable-type weeds. Such areas will  have gféater
conservation value if they are left to revert, if they are managed (eg cut

or grazed), and if not sprayed with herbicides/ pesticides.

It is useful to consider the time scale over which such set-aside areas
would have to be left in order tc attain any conservation potential.
Vegetation takes a long time to stabilise, and as an 'example, some
grassland species at the Park Grass plots tock up to 80 years to achieve
dominance (Thurston et al, 1976). This data taken as a whole suggests a

time scale for grasslands 1in the order of 100 years for dominant species



Figure 2. Changes in the vegetation under“- different grazing and
cutting regimes over 14 years in the Welsh Uplands (after Miton,
1940, 1947). Species given are those over 10% by weight of the

sward.

Unenclosed, constant grazing

produces less palatable

grasses e.g.

Molinia caerulea

Festuca SPECIES S ?é?}*

Nardg{ﬂs stricta

Hay production with
sheep excluded

leads to taller vegetation
with heather invading .
e.q.

Festuca species

Molinia caerulea

Calluna species (Heather)

-6-

Enclosed, rotational grazing
leads to more palatable
grasses e.g.

Festuca species
Agrostis species
Nardus stricta




-7-

conservation.

These peneral prescriptions should be mitigated by the fact that there is
marked variation in the ecological response of different regions and in
the value to conservation of these changes. This has been illustraéed.by

the differences in management required for calcareous and neutral lowland
grasslands, and for the difference between lowland grasslands generally,
which tend to revert to scrub, and upland grasslands, which tend to revert
tc heather or bracken. While the reversion to some types of vegetation eg
heather, is generally considered desirable from a conservation point of
view, other types of vegetation eg bracken, is generally considered
undesirable.  Marked variation in the ecological response to
extensification, and wide differences of opinion as to their resulting
value to conservation, mekes it difficult +to present any coordinated or

coherant view of what the more specific ecological impacts will be.

From a policy perspective, the over-riding consideration for the ecologist
is the laeck of any simple relationship between production and ecological
response at a national level. Confounding factors such as the difference
between uplands and lowlands, between calcareous and acid soils and
between different regional conservation priorities means  that the
ecologist is limited to recommendations based on regional, or even local,
scales. Further, thé likelihood that the ecological ‘'knock-on' effects
will be greater than the direct effects suggests that the ecologist should
be dealing with a farm scale response, rather than one based on changes to

one enterprise, and affecting only part of the farm.

It should therefore not be surprising if the favoured policy options of
ecologists are based on targetted areas and on farm plans. These are the
scales at which an ecologist can make the most useful contribution. They
also readily suggest the type of policy' mechanisms on which the

manipulation cf ecological impacts could be based.




and species numbers to equilibriate, with less common species léss able to
travel taking longer to appear. The time taken to reach some dyuilibrium
woodland vegetation is likely to be much longer, as reversion ﬂs required
to a later successional stage, and because tree species live ionger. The
availability of a source of species will also be important, witH reversion
in areas such as East Anglia likely to be siow due to the lack Jf suitable
reserviours of species. Even if set-aside areas are managed, it will be a
long time before they become of conservation value, and cerﬁainly not

within the 5 - 10 years of the extensification scheme.

Possibly of more importance than the set-aside areas themselvés, are the
implications of the scheme for adjacent areas. Particularly‘ important
will be the implications for any permenent pasture outside the set-aside
area being brought into the fallow sysitem. Similarly, importantjecological
impacts may result from any release of ecapital/ labour beiﬁg spent on
intensifying marginal farm areas. It is also possible that the scheme

could initiate the conversion of grassland into arable in the short term.

4. Summary

Some examples of the likely ecological changes resulting from set-aside
and less-intensive grazing have been presented. The extensification of
beef by a reduction of stecck numbers per farm will enhance wildlife
conservation on lowland grasslands as far as lower nitrogen inputs, lower
pesticide/ herbicide applications and inereased hay are concerned. However
it conflicts with wildlife conservation where there is a need to maintain

heavy or rotational grazing activity.

The direct effects of cereals set-aside is unlikely to have much, if any,

wildlife conservation value, but such a&s there is would be enhanced by low

pesticide/ herbicide applications, long fallow periods, and the presence?

of some cutting/ management regime. However the indirect, knock-on effects :

of cereal set-aside could result in serious negative impacts on wildlife
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conservation.

These general prescriptions should be wuitigated by the fact that thare is
marxed variation in the ecoloyical response of different regions and in
the valus to conservation of these changes. This has been illustrated by
the differencss in management regquired for calcareous and nsutral lowland
grasslands, and for ths differance between lowland grasslands generally,
winich tend to revert to scrub, and upland grasslands, which tend to revert
to heather or ©bracxen. While the reversion to some types of vegetation eg
heather, is generally considered desirable from a conservation point of
view, other types of vegetation eg bracken, is generally considered
undesirable. darked  wvariation in  the ecological response to
extensification, and wide differences of opinion as to their resulting
value to conservation, makes it difficult to present any coordinaied or

coherant view of what the more specific ecological impacts will be.

From a policy perspective, the over-riding consideration for the ecologist
is the lack of any simpls relationship between production and ecological
response at a national level. Confounding factors such as the difference
between wuplands and lowlands, between calcareous and acid soils and
betwesn different regional conservation priorities means  that tae
ecologist is limited to recommendations based on regional, or even local,
scales. Further;.£he likelihood that the scological 'knock-on' effecis
will be greater than the direct effects suggests that the ecologist should
be dealing with a farm scale response, rather than one based on changes to

one enterprise, and affecting only part of the farm.

It should tnerefore not be surprising if +the favoured policy options of
scologists are based on targettsd areas and on farm plans. These are the
scales at which an ecologist can make the moast useful contribution. They
aiso readily suggest the type . of policy mechanisms on which the

manipulation of ecological iupacts could be based.
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Extensification - "Can we keep farmers on the land?"

INTRODUCTION

As the NFU contributor to this workshop you will expect me to look at our
subject from the farmers' standpoint. What is there in extensification for the
farmer? Will it help him to survive fimancially at a time when the accustomed
structure of support is becoming rapidly less supportive. Will it accord with,
or conflict with the fundamental motivations and aspirations of farmers? How
feasible is it as a policy at farm level? In comparison with other new ideas in
agricultural policy does extensification offer a better prospect of keeping
farmers on the land?

As an introduction to my theme I will briefly review the main policy options to
see where extensification fits in; then consider extensification in relation to
farm management constraints; suggest ways in which it might be promoted; and,
finally, speculate about the contribution it will make to the resolution of our
problems. Co

POLICY BACKGROUND

The central problem of the CAP is how to support a numerous and, for the most
part, poor farming population in the EC when the main products of agriculture
are in actual or threatened surplus and the cost of maintaining price guarantees
for these products has become unacceptably high. To restore a balance between
EC production and market requirements means making a substantial cut in
production, equivalent to millions of hectares of land at present yields. The
problem moreover, is progressive because average ylelds will continue to rise
for some years in response to the current productivity dynamic,

There are three main responses to this challenge. The first is & simple reduc-
tion in support prices. This will relieve EC and national Exchequers at the ex-
pense of farmers' incomes but will only gradually reduce surplus production and
the waste of resources that that entails. The more competitive producers -
generally. those with larger holdings, better land and unencumbered capital - «
will produce more in an attempt to beat the squeeze, while the less competitive
will be impoverished and forced out. .The total land area utilised by surplus®
product enterprises will contract further and become concentrated on fewer and
larger holdings.

The second response is to limit the global quantities of products which benefit
from price support and to share those out more or less fairly between all produ-
cers under quota systems. This involves an retreat from the concepts of free
competition which underly the Rome Treaty and the CAP; a complex aund costly
administration and, probably, a gradual collective loss of efficiency. Nor does
it entirely prevent the trend towards the concentration of production if quotas
can be traded or otherwise transferred between enterprises. WNevertheless, when
weighed in the balance, these drawbacks are likely to be judged less importaat-
than those attached to other solutions and we may see a further utilisation of
quota arrangements., ' :

The third response is to encourage farmers voluntarily to reduce their
production of surplus commodities by taking land out of production (set aside),
by utilising land for other purposes (diversification) or by reducing yields on
the existing production area (extensification}.



The NFU favours compulsory annual set-aside as a speedy and effective means of
reducing the cereal surplus but, as such, it is really a price guatantee
limitation mechanism—~a flexible form of quota - and should not be confused
with the voluntary approaches we are considering

Given the diversity of farming each of the voluntary methods has a part to play
and deserves encouragement. However extensification is of special
significance, at least ia UK circumstances, because, as well as helping to
reduce surpluses it offers a better prospect of preserving the couhtryside and
sustaining the farming community in an urbanised country than most ! other
approaches. !

The important thing to realise is that extensification, like any oﬁher voluntary
guidance scheme, can only be a supplementary measure in agriculturél policy, not
a substitute for price and market support. There are those who think that
production can be disciplined by stringent pricing policy and that |the damaging
effects of this upon the farming community and upon the country51dé generally,
can be sufficiently mitigated by offlering a few voluntary schemes (with small
budgets) such as the Farm Woodland Scheme and Extensification. Uniess policy
makers accept the need to make up through other means the farm inceme lost as | a
lost as a result of cuts in support prices then schemes such as extensification
must remain interesting but peripheral. Up to the present the farming community
us unconvinced that there is any substitute for effective levels of guaranteed
prices for the main products of farming even if these have to be limlted
quantitatively in some way.

FARM MANAGEMENT ASPECTS

Extensification, and by this I mean farming land less intensively, not merely
reducing the size of product enterprises, has a number of advantagds to offer
the policy maker. Potentially it offers a means both of reducing ithe volume of
surplus productions and of protecting the enviromment/enhancing the quality of
the countryside. To these may be added a third potentlal.ﬂdvantage that of
helping to maintain our farm structure and populatlon,

Let me explain that. Insofar as production 1s spread over more adres than is
technologically necessary; insofar as the conflicting pridtities fdr land use
and enjoyment are reconciled on the same acres rather than being seggregated om
different acres; and insofar as the secular decline in the real prices of food
is reduced by the slowing down of productivity growth; then the structural
concentration and scale growth in farming should also be slowed down.

These are the advantages seen by interested observers and to some Hhey no doubt
hold out the prospect of resolving all our problems and of reverting to the
happy days of yesteryear! But how do farmers view it? Farmers, by and large,
see themselves and their activities as belng dedicated to the skilled and
demanding businegs of food production. For a very long time their attention has
been engaged in improving their performance as food producers and that
performance has been measured usually in terms of higher yields. Consequently
it is difficult for most farmers to accept the 1dea that producing less per unit
of capacity is sensible or feasible. -

The questions they have to ask themselves if they think closely abdut this

include: i

1) What would be the effect on the profitability of this crop dr
livestock enterprise if 1 were to reduce ylelds by cutting
variable inputs?




2) Could I maintain the value of output by switching to lower
yielding higher priced varieties or breeds, or to "organic"
production?

3) What would be the detailed effect of making such a switch on

my cost structure? In particular can my fixed costs be
written down fast enough to make sense of the changed
strategy?

4) What cash benefit would I derive from any environmental
spin-off of extensification?

3) Would extensification facilitate other plans I might have for
developing or diversifying my business?

6) Supposing market situations and agricultural policies change
again in future as they have before - shall I have sacrificed
my opportunity, or my son's, to return to full scale food
production by running down my capital equipment or by adopting
irreversible changes in land management?

Supposing farm quotas are adopted for one of my main commodity
enterprises in furure — shall I have reduced my eligibility
for a quota by cutting production?

7) Will the annual payment per hectare for extensification be
large enough to offset the losses and tisks involved? Am I on
my own after five years?

It is apparent that the answers to those questions and the final judgement that
will be made by farmers will vary enormously according to their individual
circumstances - size of holding, type of land and farming, capital structure of
business, age of farmer, labour force, proximity to markets, environmental
quality, etec. 1In general it seems likely that a significant number of factors
must point towards extensification before many will be prepared to take the
plunge. Not the least important of these factors is the nature of the scheme
and of the financial inducements offered.

HOW TO ENCOURAGE EXTENSIFICATION

There has been a flurry of activity in the Guidance Policy area this year with a
variety of new schemes emerging both from Brussels and London, This is due to
the tardy recognition that, perhaps, what we usually call structural measures
have a part to play in resuming agricultural policy from the disarray on the
prices and markets front. If this is to be no more than a smoke screen,
however, there has to be an equal recognition that Guidance Policy cannot bear
the main brunt of farm income support and that even to perform a secondary role
effectively it must be given far greater resources than anyocne has yet proposed
to allocate to it. One may sympathise with the embarrassment of the E.C.
Commission., Their heart is in the right place but then pockets are empty and
with large holes in them. There is an implication that once the costs of market
support have been cut there will be more funds for Guidance activity. However

- that implication is not echoed by national governments and even 1if it were,
vague promises butter no parsnips.

1t is obvious that if the new Guidance activity is to play any worthwhile role
in pre-empting a catastrophic fall in farm incomes, semsible measures adequately
financed must be in place before the price cutting bites too deeply.

The situation is further complicated by the Commission's plans, which are part
of the strategy to achieve full Community coherence by 1992, increasingly to



divert the resources of the three structural funds (ERDF, SF, AgGuid F) to
development in the poorest Member States...This means, inevitably, [that the UK
like other richer Member States, will itself have to find nearly all the
resources necessary for agricultural guidance. Given the politlcaﬂ will, this

situation does have the advantage of allowing more natiomal autonoqy in i
des1gn1ng schemes to meet national curcumstances. ‘

The new Guidance measures include aids for "conversion" and "extenslification",
for farm forestry in the LFAs, and for environmental protection/conservation. |
Currently, proposed aids for early retirement/cessation of farming and direct
income aids are before EC Agricultural Ministers. HMG has also initiated a Farm
Woodlands Scheme, investment aids for farm business diversification and aids for
on—-farm product marketing developments. At the same time Environmentally
Sensitive Areas have been identified in the UK which will attract amnual
payments. This is a confusing array for farmers, particularly as each scheme
has its own rules and limitations. Being wise after the event, it would clearly
have been preferable for there to have been one compendium scheme, covering a
number of optional activities, which would have provided for most farm
.circumstances. Perhaps it is not too late to achieve this if all the interests
agree it to be desirable. r i

Whether we are considering one of the schemes on offer e. g. extensi ication, %r
a compendium of schemes, it seems to me that the only sensible apprbach is via
management agreements between the farmers concerned and the administering
authority and a set of rules which, while it requires certain targets to be met
and enables the authorities to monitor performance in this respect, is
sufficiently flexible to meet a wide variety of farm management circumstances.
It is my belief that the great majority of farmers will abide by their
undertakings if they voluntarily adopt a management agreement whichj makes sense
in relation to their own farming. Thus, for example, the extensifikation scheme
rules stipulated in Regulation 1760/87 require a minimum reduction of 20% in
cereals production (area or volume), the land released being divertkd to
non~farming purposes. In the case of beef, cattle numbers must be reduced by at
least 20% with no change in the grazing/forage area. Surely it would have beep
sensible if a cereals and beef farm ¢could have grassed down at least 20% of th
cereals area without increasing cattle numbers, thus extensifying both cereals
and beef? Again would it not have been more sensible to have allowﬁd beef
cattle and sheep to have been treated asg interchangeable in extensification, |
given that they use the same forage area? Thus a livestock farmer would be
obliged to reduce the number of grazing livestock units by 20% minimum but have
the choice as to how this reduction was shared out between beef cattle and
sheep. Such examples can obviously be multiplied.

The flexible management agreement approach could also help the pursuit of
environmental objectives. Existing legislation requires the Government to
schedule specific areas of the country as "environmentally sensitive" and to
confine schemes to encourage appropriate arrangement practices to tﬁese areas.,
Everyone know however that while particular selected landscapes or tildlife
habitats may be important to the enthusiast, the great majority of people are |
more concerned with the quality of the "ordinary" countryside which| they
frequent. There is probably no farm in the country which could not|be made more
attractive and more interesting with some sensitive conservation. Partly thisL
is a matter of tidying man-made rubbish and messes, partly the avoiﬂance of new
eyesores, partly the maintenance of traditional buildings, woods, hedgerows
ponds, etc, and partly the pursuit of husbandry and land management methods
which respect the landscape and wildlife.

If farmers, as part of a management agreement based on extensification, were
able to earn appropriate additional payments for adopting modest programmes of
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environmental improvement this would make for a more coherent and effective
pelicy. '

Will Tt Work?

The question "Will extensification make a material contribution to solving the
problems of agricultural policy and help to keep farmers on the land?" can only
be answered conditionally. A half-hearted and underfunded extensification
scheme such as that outlined in Reg 1760/87 will not make a material
contribution and, if a harsh pricing policy is pursued, many farmers will leave
the'land. On the other hand, an extensification scheme which is comprehensive,
flexible and financially attractive could work.

The challenge is there for policy makers. Do they, or the public who pay taxes,
buy food and enjoy the countryside, believe it is in their best interests to
divert considerable resources into a long term programme designed to reduce
surplus production, diversify the farming economy, enhance the rural environment
and majntain the farming population. That belief probably exists, though it may
be expressed differently, in France and Germany. Does it exist in the UK?

2nd November, 1987



paper 5

Landowners and farm extensification:
who will take it up? how fares the tenant?

Ms.S. Bell
Country Landowners Association







Paper for ITE Workshop on Farm Extensification: 27th November 1987

Susan Bell
Economics & Land Use Adviser
Country Landowners Association

LANDOWNERS AND FARM EXTENSTFICATION: WBO WILL TARE IT UF?

BOW FARFS THE TENANT?

Introduction

A landowner who farms his land, or whose land is farmed, has at least two
major concerns in contemplating whether or not to opt for an
extensification scheme: the short and medium term earning capacity of that
land and the longer term capital value of the holding or estate. Like the
rest of us he is in the realm of the unknown. His uncertainty is
heightened, at present, by the lack of concrete proposals fram the UK
Ministry of Agriculture, the speculative demands of a fearful environmental
lobby and (for those of wider vision) the competitive edge that may be
seized by his FEuropean neighbours in a differentially or inefficiently
imposed system in the other EEC member states. It would be simplest, and
probably most honest, therefore, tQ answer the first question posed in the
title with a straight don't know, or, it all depends. However, there is
obvicusly a number of widely differing factors which will play an
influential role, in varying proportions, in the decision of any particular
landowner. These broadly fall into three categories: economic,
psychological and political.

Econamic constraints and opportimities

Landownership does not equate to wealth. The land itself may well
represent, by most standards, a sighificant asset but one that can only be |
realised by sale - an option that may be unthinkable to some and impossible.
for others. In many cases that land may represent a family's sole source

of income or at the other extreme an outside source of income may be the
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only reascn why a family can own the land in the first place. Clearly the
position on that spectrum, the econamic investment committed to the land
and the farming business, and the intrinsic capabilities of bot.h the land
and the farmer are all going to govern an owner's ability and iwillingness
to opt for any particular strategy. | }

: | ‘
The size, type and geographic location of a farm will have fat( less to d
with the uptake of any particular scheme than the individual circumstances
of the owner or farmer himself. For many the choices have run 'out. While
admonishing the industry for talking itself into a decline, the head of
Lloyds Bank's agricultural finance unit recently declared that some 10% of
farm businesses, about 10,000 families, would probably have to quit. He
went on to say that 40% should have no financial problems and that 50%
would have quite severe ones but have room for manceuvre provmd#d they take.
actlon. ;
So, for those with some freedem of econamic choice left, wha& does thei

extensification scheme have toc offer?

The EEC Regulation 1760/87, does not state the amount payable 'but it does
ordain that member states should calculate the amount based on the income
loss that would result from taking the land out of production. %To date the
only guide we have as to UK Government thinking stems from MAFF's proposals
for a wvoluntary cereals set-aside scheme issued in Septembeir 1986 "th
stimulate discussion on this subject within the cormlum.ty" sed on rnor‘
marginal growers with yields about 80% of the averagé the MAFF paper
estimated that an aid of about 300 Ecu's (£203) per hectare would seem

appropriate for wheat. ‘

The industry was pessimistic that any but those with the most marginal land
would be attracted by such payments. The experience in Lower Sézxony, where
a set-aside scheme is in its second year, would seem to confirfh that view.
The area in question is in the heart of West Germany's cer{}eal growin«g
country, producing more than 20% of Germany's cereals. 1In ari attempt tp
get 115,000 hectares or 7% of the state's arable land tﬁ;ken out d\t
production, the compensation was set at some £400 a hectare.: Only s

7,400 farmers put 33,800 hectares up for set-aside last year and these were
on the poorest soils. Compensation levels, and the amount of land that
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could be submitted was increased this year and while not many more farmers

participated the amount of land in the scheme increased to 55,000 hectares.

In a voluntary system, it is clear that the level of payment is going to
prove the key to the participation of the majority of farmers. The other
half of the equation will be the level of prices and the squeeze that the
ERC can persuade itself to impose. Landowners will do their sums looking
to their gross margins and fixed and input costs. They will take into
account their personal circumstances, reckon the alternatives and then look
again at the rules of the scheme. For few landowners are wholly governed by
economic rationale; their receptiveness will be affected by their own
psychology and their perceptions of the political consequences of uptake.

Psychological qualms

Undoubtedly, to many farmers geared to maximising yields and taking a pride
in so doing, the idea of allowing productive land to lie fallow or
diverting it to non-agricultural use, would be anathema. There will be
others to whom the scheme will simply not seem to have any relevance. Scome
will continue to farm as they always have in the belief or hope that the
situation will sort itself out in due course. Others will even try to beat
the system arguin§ that encugh other farmers will reduce production, one
way or another, to enable the efficient producer to maintain his income

through market forces.

It remains to be seen how stringent the rules aplicable in the UK will be
but, apart from requiring any scheme to last for at least fiy’e'years, the
conditions laid down in the regulation are few. The basic terms of the
Requlation have been fully described in other papers and are not repeated
here. However, it is worth saying in the context of this particular paper,
that the conditions are going to be highly influential on take-up.

With so little known about the implementation of the scheme, the Government
is already being lobbied hard to inject an environmental camponent. Many
landoWners will be deeply suspicious if they feel that onerous
restrictions, or undue interferences, now or in the future, from statutory
and non-statutory conservation bodies, will result from their entering the
scheme. The CLA has promoted a more positive approach whereby a basic
payment would be made for taking the land out of agricultural production

i
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and then clip-on land use cptions with appropriate incentives should bde
introduced. These could include forestry, with the Farm Woodland Scheme,
recreationai™or~ amemnity uses or the management of the land for enhancing
wildlife habitats. -

‘I‘hére are many landowners who find it hard to reconcile themsdialves to th
idea of "being paid for producing nothing”, and fear thé political
vulnerability it would bring in its wake. They are, of course, all too
aware of the catastrophic concequences for the countryside if effective and
rapid price restraints are unaccorpanied by structural suppor‘-' » but would
still find positive management payments more tenable thfm stralg}T
c:cxr:pensatmn

For this, and other reasons, it seems likely that landowners, wearing that
rather than their farmers' hat, will be attracted to the Farm Woodland
Scheme. Not only does it involve a positive land use diversification, bu:
carried out well, it should also enhance the capital value of i:he propert]
as a whole. They may well alsc prefer to be paid for lower i-&-lput farmin
i.e. keeping the entire area in production but achieving lower yield by
limiting, for example, nitrogen inputs. The take-up in Environmentally
Sensitive Areas is an encouraging sign. :

For many decades the agricultural industry has been virtually

"nationalised" in the old-fashioned sense of being econamically managed by
Government. Agriculture operates in a market highly distorted by national
and EEC policies and the availability of capital grants, subsidies and
technical advice combined with fiscal incentives orﬂ; penaltie B
Nevertheless the British landowner and farmer still regards‘ himself as
staunchly independent and with the powe.r and responsibility %jto make the
best decisions for the land he owns and manages. Having resbonded once,
with enthusiasm and success, to the siren call of Goverrnment incentives to
produce or bust, farmers have been taken aback at thq tirade of
accusations and ad hoc restrlctlons that came in times of pllenty Same
may feel it would be better to avoid such hostages to fortllme by ’c'akjng
their chances outside Government schemes. They may fear the agpllcatlon £ ‘
a tourniquet that can be tightened at any point in the future. Others, of !

course, may be so immared that another scheme. carries no such tthreats.
—4-



Another inhibitory factor is the current uncertainty about future policies
to curb production. The possibility of the imposition of quotas may
prevent owners from taking land cut of cereals, for example.

Then there is simply the sheer confusion of schemes, designations‘ and
procedures with which to coentend. Which are national and which EEC? Which
carry what benefits and what restrictions? Which are mutually exclusive?
How do they affect the taxation or rating position? All questions the

landowner might fairly ask and having studied the answers, would probably
proceed with extreme caution. '

What about the tenant?

With approximately 40% of holdings in England and Wales wholly or partly
rented (and some 38% of land rented), the position of the agricultural
tenant in relation to the extensification scheme is clearly important, as
indeed is that of his landlord who may well be subject to much greater
political risks. It is crucial that no undue strains are put on the
landlord/tenant system by the imposition of unnecessarily restrictive or
binding regulations. Inevitably if the system is to work, there must be a

substantial measure of co-cperation between the landlord and his tenant.

It is the CIA view that with the precedents of management agreements and
Environmentally Sensitive Areas, the landlord/tenant aspects need not be
too worrisome. Rental levels should not be affected and it has been
readily agreed by all parties that a landlord's consent would be necessary
if a substantial proportion of the farm is to be taken cut of agricultural
production or diverted to a non-agricultural purpose. Conversion to
woodlands warranted special attention and the CLA, NFU and RICS have got
together to resolve the potential problems by agreeing model clauses for
attaching to an agricultural tenancy agreement or for a separate forestry

lease.

In. the case of the set-aside scheme, we are told that there will be a
measure of protection for the landlord in that it is proposed that its
conditions should only be binding on the existing occupier and not on his’
successor should there be a change in occupation during the currency of a
set-aside scheme. Again model clauses might be a useful wmechanism for
reassuring landlord and tenant alike without recourse to new legislation or
amendment to the existing agricultural holdings law.
: 5




Conclusions | | |
Although the Tlevel of paymenté will be the key to the upt&ke of the!
extensification scheme, in whatever guise it eventually takes, other highly
influential factors will be at work. These relate more to the individual
landowner's financial and personal circumstances and his abi@ities and
ambitions than to the size, type, land quality or location oﬂ his farm.
Uptake will be inhibited if the scheme is too restrictive in ndture or if.
it carries the threat of further ocutside interference either now or in the

future.

Although the scheme may well help those close to retiring and w#th no view
to:succession, it is more likely to be taken up by those who seelit as part
of a strategic re-think for their holding as a whole. These are likely to
be landowners who would anyway have been thinking along the lines of
developing or changing the use of their resources and will now be able to
use the scheme to assist the process. Just who they are, wheﬁe they are|
located and how many of them there are remains to be seen. !

$usan Bell
24th Nov#mber 1987

Distribution:
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WORKSHOP ON EEC FARM EXTENSIFICATION PROPOSALS

How to gain landscape and recreational benefits from Regulation 1760
M E Taylor, Countryside Commission

The amendments to the Structures Regulation proposed in Regulation 1760 are
potentially very positive for the conservation of the countryside and the
development of its enjoyment by the general public. However this potential
will only be realised if member states introduce measures which are designed
to achieve more than the bare minimum required by the European Commission in
order to discharge their legal obligations.

The Countryside Commission is primarily concerned with conserving the natural
beauty of the countryside which encompasses a concern for natural history and
cultural as well as landscape interests.The Commission is also involved in
promoting measures to help people enjoy the countryside whether they be
residents or visitors.It is with this remit in mind that the Commission has
pressed Government to implement Regulation 1A0 with the following principles
in mind.

(a).There should be opportunities for farmers to set land aside as
well as extensify production.The two approaches are not
mutually exclusive.

b) Farmers should be encouraged to extensify production over the
whole of their holdings through a reduction in the use of fertilizers
and pesticides in addition to areas subject to specific management
regimes which attract public subsidies.

c)Where extensification is achieved through set-aside of specifie
areas there should be:

i) well considered after-use and management of the land
set-aside with emphasis on long term objectives rather than
- . . one or two year fallowing

» ii) assessment of the potential value of land for amenity
purposes should be a factor in determining which c¢ropped or
grazed land is to relinquished

iii) special incentives should be offered to encourage land on
ajoining holdings to be located in such a way that it is
possible to create complimentary and mutually reinforcing
landscape features and wildlife reserves, rather than isolated
features

iv) oppeortunities for farmers to join the scheme by creating
wide field margins.These will not only offer potential for
increasing the natural history of the area but also improve
access and the management of public rights of way

d)There should be explicit conservation objectives set out for the
national scheme alongside requirements to reduce production. This will
ensure that all applicants are aware of the need to build a awareness
of conservation management into their own proposals rather than them
being imposed as a °small print'condition at a later stage in the




administrative process.

e)Conditions will need to be attached to any extensification

agreements to prevent the conversion of broadleaved woodland and other
areas of conservation interest into more productive land in order to|
make up any loss of output from the holding !

| |
f)The reference period against which extensification targeﬂs are set
need to be fixed at an early stage and preferably refer to ‘a date
prior to the announcement of the scheme

g)MAFT needs to encourage the preparation of whole farm plans which
encompass conservation objectives where farmers consider significant
changes to their enterprises as a result of participation in an
extensification scheme.The scheme may need to offer specific \
incentives for the whole farm planapproach if worthwhile plans are to|
be produced and implemented ‘ i

| |
h)If the extensification proposals are linked to any of thd schemes |
designed to encourage farmers to convert land to woodland there should
be strong incentives ,possibly through constraints or qualifying
conditions,for the creation and long term management of broadleaved
woodland.The management objectives should refect the multiple use of
the woodlands encompassing recreation conservatio and timber
production objectives

Whllst the proposals and opportunities of Regulation 1760 are substjantial for'
beth recrational and conservation improvem nt§”W1th1n agricultural jpolicy, it -
would be wrorig to believe that this the on§§ way open to the Governmment to
acheive a major realignment of current incentives and policies .Apart from the
new regulation, the existing Capital Grants scheme .and the Less Favoured Areas
policies offer considerable scope for encouraging farmers to persue
conservation orientated management practices.

| |

In many upland areas the problems of both over and undergrazing are a result
of dincentives tiled almost exclusively to product outputs whether these b
sheep . or beef.The extensification proposals seem unlikely to be able to deal
adequately with these problems.In many of the cases 1looked jat by the
Countryside Commission the conservation issues as well as access and
recreation ones would be better tackled through changes to existing schemes
such as HLCA payments related to prescribed stock management or the use of
direct payments for conservation _management through Env1ronmentally Sensitive
Area schemes.




In other parts of the country both recreational and conservation interests may
be better served by concentrating on the opportunities to influence farmers
through the wuse of farm capital grants and the Agricultural Improvement
Schemes.Through these mechanisms farmers could be encouraged to mantain rights
of way, realign footpaths and bridleways to maximise their recreational use
whilst minimising their impact on agricultural activities.Farmers should also
be encouraged to develop small scale visitor facilities which might produce

small additions to the farm income although this should not be an overriding
consideration.Farmers should be able to obtain finacial help with the

cost of maintaining those features of the landscape which the public wvalues
but which by and large have little ofr now agricultural role. Clear
candidates in this latter group are wall maintenance and rebuilding , hedge
and bank maintenance,pond clearance and creation,the care and maltenance of
unproductive areas of land such as bogs, marshes, heaths etec.

To some extent the current AIS scheme does accomodate many of these but to a
legser rather than greater extent. In some instances the grant levels are
unattractive e.g stonewalling at £7.50 per metre,in others the rules
discourage farmers from carrying out small scale works because of current
expenditure floors i.e farmers have to be able to claim at least £750 which is
far more than most conservation works would cost in any one year.

In summary the Commissions thinking on the value of Regulation 1760 is that it
could be made useful if implemented with clear conservation and recreational
objectives in mind.However it 1s not the only devise available to the
government .Other mechanisms need to be used if we are to suceed in marrying
agricultural ,conservation and recreational management of the countryside.
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HOW TO GAIN WILDLIFE BENEFITS FROM 1760/87: CAN ECONOMICS AND
ECOLOGY COMBINE?

Mark Felton

Economics Adviser, Nature Conservancy Council

The views expressed below are fictional and any similarity to the views held by the

NCC is accidental and unintentional unless otherwise indicated.
Introduction

The NCC published "Nature conservation in Great Brit_a.in" in 1984 as a contribution to
the United Kingdom's response to the World Conservation Strategy (ITUCN, UNEP and
WWF, 1980}, This identified agricultural development as "overwhelmingly the most
important” cause of decline in nature conservation interest. This is because agriculture
is the dominant land use; other land uses have also caused problems to nature

conservation but on a more restricted scale.

The main objective of nature conservation is to ensure that the "national heritage of
wild flora and fauna and geological and physiographical features remains as large and
diverse as possible so that society may use and appreciate its value to the fullest
extent” (NCC 1984). This is reflected in the Corporate Plan 1987/88 where the main
aims of maintaining and managing the SSSI system and the network of National Nature
Reserves, carrying out relevant survey and research work and supporting the private
sector conservation movement are complemented by the aim "to promote  the
conservation of nature, through scientific and technical advice, as an activity integral
to the social and economic life of rural and urban areas” (NCC 1987). The key concepts

are "large”, "diverse”, "heritage” and "integral®.

The mechanisms used have so far been site related. Over the last two decades the
conservation movement has concentrated on resource survey and on identifying,
notifying and managing an "adequate" series of NNRs and SSSIs. This was
understandable given the scale and rate of loss of habitat at the time, and given the

Wildlife and Countryside Act 1981 under which all 855Is had to be re-notified.

Most of the nature conservation resource lies outside the designated sites, in the "wider
countryside”. This is important because it is the most accessible part of the resource
for most of the population. It is also important for the success of the site safeguard

programme. Some species are wide-ranging and site based approaches ¢annot offer



complete protection. Further, some sites can act as reservoirs of species which could

populate a more hospitsdicmwider-environment. TR

The importance of the wider environment has been recognised in recent 1eg5islation and
Government policy announcements {Agriculture Departments 1987). The stLted aim is
to encourage farmers to continue as the natural custodians and trustees df the rural
environment. There is also an assurance that environmental considerations will be
taken into account where afforestation occurs. Various activities and initiatives are
under way to realise these aims, including support for conservation advice, both through |
ADAS and through FWAGs, and encouragement for its adoption through enh%nced rates
of grant for environmentally positive investments. |

Environmentally Sensitive Areas are a new mechanism that allows farmers to resist
commercial pressures that could lead to environmental damage. The Gévernments
environmental advisers, the NCC and the Countryside Commissions, are involved in the
Environmentally Sensitive Areas programme both in recommending where tﬂese should

be and in the formulation of management guidelines. (Agriculture Act 1986 S{.IS (2)).

An indication of the increased environmental concern is the "balance" cladses which
now require that other interests endeavour to achieve a reasonable balance between
conservation, enjoyment of the countryside, the economic and social interests of rural
areas and the development of agriculture, forestry or water resources (Agricilllture Act
1986 5.17 Wildlife and Countryside (Amendment) Act 1985 S.4 and Wiildlife and
Countryside Act 1981 S.48). As NCC has a duty to advise Governmei:t on the
development and implementation of policies for or affecting nature cor:serviatioﬁ,. the
balance clauses mean that NCC must now advise on how nature conservatior:a concerns
can be incorporated into agricultural and forestry policy in general. -

- |
This raises the question of what are reasonable objectives for nature conseitrvation in
most of the countryside and what interpretation should be given to the term :*’balance".
The next section of this paper explores some approaches to setting objectives for nature
conservation. This is followed by a section that considers Council Regulation (EEC) No.
1760/87 in light of the approaches to objective setting previously discussed. ’I‘he paper
concludes with a discussion of the issues ralsed and of requirements that seem} essential

to realise conservation benefits. : ' ';




Nature conservation objectives for the wider environment

Most of the activity of the NCC over recent decades has focussed on sites of special
scientific interest (88SIs). This has involved survey work to establish the extent and
nature of the conservation resource, the use of guidelines f{the SSSI Selection
Guidelines) to identify qualifying sites, their notification and monitoring to assure
"appropriate management. Since 1981 all sites have been re-notified according to the
new legislation and further work has been done negotiating management agreements to
compenséte owners for lost opportunities to develop the sites. The Guidelines ensure
adequate representation of the full range of variation of the major habitats across
Great Britain. It must be stressed that the SSSI Selection Guidelines are designed to
evaluate areas of habitat already identified as having above average conservation
interest to determine whether the interest is sufficiently high to justify notification as
of special scientific interest. This is based on the intrinsic interest of the habitat. The
SSSI system is designed to form "a network of protected areas representing in total the
part of this country in which the features of nature, and especially the most threatened,
are most highly concentrated” (NCC 1986). The definition of intrinsic interest is rather
different for animal species and communities, but is still based on the significance of
particular sites based on the concentrations of the species concerned. The mobility of
animals means that the protection of these key sites is often inadequate if it the sole
basis for the conservation of the species concerned.

We need methods for evaluating the entire wildlife resource in a region or district. This
includes the high quality semi-natural habitat present, and alse incorporates the
contribution made by the wider environment." An example of the sort of qituatiﬁn-that
needs to be incorporated into such an evaluation system is provided by the Game
Conservancy's work on "conserva‘t'ion headlands" as part of the Cereal and Gamebirds
Project. The modification of the treatments given to part of a standard cereal field
leads to gains to the wildlife resource as a whole in the area. The habitat so created
would in general not be regarded as particularly interesting intrinsically except where
rare arable weeds happened to occur. However the contribution to the overall wildlife
resource, both in abundance and diversity, is well estabished (Rands and Sotherton 1986).

We need a way of estimating this extrinsic value of particular areas of land.

The Game Conservancy's work also shows how interactions between different
combonents of the countryside affect wildlife. Their work on hedgerows shows how the
length and management of these affects gamebird populations {Sotherton and Rands
1987).



The benefits from managing field margins as conservation headlands will be‘ affected by
the nature and extent of-the-associated hedgerows. The type of ’nedgerox‘fe (with long‘;
grass areas within the hedgerow) suitable for gamebirds is different from tixat reqt.tir:::»«:lE
for encouraging woodland birds. There are conflicts between different wildlife
outcomes, all of which may be superior to the standard management that would occur if |
wildlife was not considered. This raises the question of how to choose betweEn clifferem:}I

options for improving the wildlife resource in the generality of the countryside. i

The NCC has stated three conservation principles which are used to inform policy

development for the wider environment (NCC 1987a). These are:~

1. The protection of all remaining areas of semi-natural habitat from furtiher losses, }
| 1

|
|

2. The protection and enhancement of existing good wildlife habitat where possible.

3. The re-creation of wildlife habitats on land of low current conservation value.

' |
These principles are in order of priority. Re-creation is no substituite for the
conservation of existing habitats, and in general it is cheaper to improve an existing
good wildlife habitat than it is to start from scratch. To the extent that the first two
priorities are not considered as part of the proposals in Regulation No 1760/87, the
regulation fails to provide the means for g balanced conservation progran;m# as part of

agricultural adjustment. | -

i
However, the Regulation does provide opportunities for changing the use of cereal and
grass areas, and for changing the intensity of use of grassland. How should one decide -
what the best use of the areas that "do change would be better for w11cthe'f’ One
approach is to define some target wildlife resource for given areas and u%e the gap !
between the current resource and the target to indicate priority actions to improve
matters. The target should represent a wildlife resource that is in ‘some way
"characteristic”, "representative™ and "typical” of the area in question.

One passible model for this approach is the "River Communities Project" that the
Freshwater Biological Association (FBA) are carrying out. Thxs has condldered the
unpolluted state to be the standard against which other condltlons should bé assessed.,
Unpolluted sites on 61 river systems were sampled to establish the characteristics of
the macro-invertebrate communities present. The sites were claSSiti'ied using
TWINSPAN to 30 end groups. The physical and chemical characteristics OF the river ‘

system at the sites were also recorded. These environmental characteristics| were then




used to allow prediction of the probabilities of individual species occurrence at sites of
known characteristics on the assumption that the site is unpolluted. This system was
shown to be a reasonable predictor of species occurrence even where only five
environmental characteristics are known. The FBA see the initial major use to be “the
provision of a "target” macro-invertebrate community to act as a standard for a given
site" against which the "difference between the actual fauna observed and the target
gives a measure of the loss of bioclogical quality” and the "nature of the perturbation ..

may also be indicated by the taxa which are absent". {Moss et al 1987, Wright 1987).

The FBA used invertebrates because there is a large number of species with a wide
range of environmental requirements. The invertebrate community is therefore a good
indicator of environmental quality in river systems. Conservation in the wider
countryside could be guided in a similar way if a target species list for each ecological
zone could be drawn up. This would have to represent some "ideal" or "potential” list
given that the best practicable practices in commercial land use are adopted. As there

are essentially no "unpolluted” sites left, particularly in the lowlands, the target species
list could not realistically be established by the same survey method used by the FBA.
Attempts are being made to construct ecological regions based on bird distributions.
The bird community could then become a measure of the quality of the wider
environment for nature conservation overall. There may be a need for other indicators
in certain areas, especially mammals and possibly invertebrates, to ensure an adequate
range of indicators. Too few indicators can lead to distortions in the conservation
priorities. Gaps in the indicator species could be interpreted in terms of habitat
features that are missing or not present on a sufficient scale to allow the species to be
present. This would set the cq‘nservation priorities for the area. This approach might
meet the plea by Buckwell for the development of summary indices of environmental

quality (Buckwell 1985).

This approach would allow broad definition of the type of habitat mix needed to support
the target indicator species. Different species lists would be appropriate for different
scales of concern; wide ranging and dispersed species would be suitable for large areas,
and more localised species with specialist habitat requirements would be appropriate
for smaller scale planning. These could then be related to commercial practice as a set
of "standards" that are required to ensure the regional wildlife resource is adequately
catered for. If the indicator species list was accompanied by statements of expected
densities, breeding success rates and other demographic characteristics then the
approach suggested could be used to assess the effect on nature conservation of
incremental changes to the habitats in an area. At present such an approach would

have to be based on associations between habitat features and the species concerned

rather



o
than on an understanding of the ecological processes at work. Research td understand
these processes-would allow more reliable predictions of the wildlife effectd.of land use
change. Gwen clear targets it should be possible to identify ecologlcally optimal |
pathways® of land use and management adjustment. ‘ }
Adjustments to agricultural policy are currently assessed in terms of thé budgetary

impact to the UK Treasury, and secondarily to the EEC. The usual objective is to

maximise budgetary savings. To achieve environmental benefits this objective needs to

be changed to one which maximises both the budgetary savings and the en}zironmental
benefits. In the absence of valuations of the environmental benefits this kan only be
approached by arbitrary variations in the target level of net savings to the budget

associated with some given degree of environmental benefit. i
. |
|

To a large extent wildlife benefits are joint products of other land use thterns and‘
management systems. Amenity and recreational opportunities can be achieved in a way
that produces high wildlife benefits, or in ways that are less bemneficial. This

presumably means valuation of the wildlife resource needs to be carried out Fointly with

valuations of other environmental outputs.

The demand for opportunities to enjoy wildlife is generally taken to be responsive to
income levels. It is not clear whether it is responsive to price or not, though some say

that demand for such goods may not be responsive to price (McInerney 1986). The

nature conservation resource has the series of high quality sites at its core. IThe loss of
these sites, or their impoverishment due to negative effects from external land uses, is
essentially irreversible. The valuation procedure needs to take this into account

explicigﬂy, especially if the demand for conservation goods is indeed price ir*elastic and

income elastic. The demand schedule derived from current data may lbe a poor
estimate of future demand schedules given future changes in income levels. Tt would be

easy to underestimate the future value of conservation to society.

We need a programme to provide consistent values for environmental goods #d services

for use in policy work. Such values are needed to determine how farfj along the |

ecologically optimal path of land use and management adjustment it is justifiiable to go.

I end this section with a plea for the development of ecological models that ¢an be used :

as indicators or to set targets. These can then be integrated with land use r'nodels and \
£

costed. A pseudo-supply function of conservation outputs could be generated|from this.




Does Regulation 1760/87 provide opportunities for conservation?

The Regulation covers investment schemes, HLCAs, support for on fatm forestry;
training and the incorporation of the ESA scheme into Community legislation as well as
the conversion and extensification of production. Clearly the ESA Scheme does provide
opportunities for conservation even though the limited premium eligible for refund may
restrict the attraction of such Schemes. The ESA system is a good example of a
scheme which is tailored to the local environmental priorities, defines management
requirements and offers payments for fulfilling them. Such a system could be adapted
to allow Regional and local environmental targets to be met within a unified national

system.

The HLCA system interacts with the support systems for the major farm enterprises in
the Less Favoured Areas, leading to changes in the balance and intensity of enterprises.
This has deleterious ecological effects. Without widespread adoption of ESA-type
mechanisms the entire support system would have to be overhauled to prevent these
problems. The main new opportunity presented by this Regulation concerns Title 01 on
Conversion and extensification of production. This is what the rest of this section

primarily addresses.

NCC has produced its preliminary advice in advance of the details of how the
Regulation will be implemented in the UK (NCC 1987). Recognition should be given to
the losses of wildlife habitat already suffered, mainly as a result of agricultural
development, when measures designed to encourage agricultural adjustment are
introduced. This is in accord with the 4duty of Agriculture Ministers to balance the
needs of agriculture with conservation. The NCC paper concentrates on the conipulsory
part of the Regulation; reduction of cereal area by 20% and of beef cattle numbers by
the same amount with no increase in other production capacity on the holding. This is
seen as protecting other farmers in other areas, particularly the LFA, from knock on
effects due to adjustment on the holdings entering the schemes of extensification. It is
essential to stress again that creating new habitat is no substitute for protecting what

remains.

NCC then considers the opportunities for conservation set-aside on a whole farm, field
and field margin scale. Some of the whole farm/field options suggested are specific to
certain areas and others are more general such as the planting of native woodland and
the establishment of "wilderness”" areas. Even the general suggestions would have to be
carefully located with respect to existing features of conservation value and amenity

considerations would have an influence. Fallowing is seen as relatively undesirable,



o
especially if it is a rotational bare earth fallow. Longer term fallow with a yolunteer
vegetation cover “has~more value in conservation terms. - There is a risk of low
productivity, high conservation value grasslands being planted with treds as part ofla
beef extensification scheme. The aim should be to reduce inputs to pas|tures that

still related to semi-natural grassland communities, thus encoilragmg thmr

improvement, rather than reducing inputs to improved pastures.

Implementation should ideally be through a farm plan, which should inch,je a basic m‘jp

g
areas of conservation value were going to be protected, and how the use of the set-

of the conservation resources on the farm. This would be used to sho ! how existi

aside land would complement the existing resource. There is no reason why such maps
should not include information on amenity and recreational resources on the farm, suclh
ikl

be related to the achievement of a farm plan to reduce production of cereals or beef in

as footpaths and archaeological sites. Payments under the extensificatioh scheme w

specified ways with no compensating increases in other agricultural output. These
payments should also be conditional on the protection of the existing conservation
resource. . J )

; | |
Uptake of the scheme will depend on the level of payments, and the expe&tation of how
these payments will change over the period of the agreement compared to changes in
the relevant enterprise margins. To achieve conservation benefits on farms other tha
those already interested in carrying out the necessary management, paym%nt levels WIIJ:
have to reflect the differences in costs between conservation and commeﬁmal set-aside
systems. There will have to be some recognition of the relative value of different
environmental benefits, Advice alone will not ensure environmental benejlts‘ there will

have to be incentive payments. J J
Conclusion |

The extensification scheme will probably be implemented in the UK with a single level
of payment in return for removing the required area from productioni It will b

accompanied by a considerable volume of advice on the opportunities for using the land
that is affected by the scheme. This advice will include material on methods to achieve
environmental benefits, to which the NCC and others will have contributed. To the
extent that rotational bare fallow is cheaper to implement at the farm lev 1, and makej
it easier for the farmer to bring the land back into the arable rotation at jﬂe end of the
five year agreement, this is the system that will dominate the practice iamongst the

participants. It is also likely to be more efficient in terms of actual reductions in

output achieved. More permanent options will be concentrated on the least productivé -

areag that are eligible on a farm. | ‘




Conservation benefits will occur, particularly on farms that are already interested, or
where sporting rights are managed. In these cases the extensification proposals could
be used to fund further investments in land use change that could not be funded from the
general farm profits. This may bring forward proposed investments of this sort rather

than result in new investments.

To optimise these benefits Regional and local conservation priorities must be set. For
example areas neighbouring SS5Is might be managed to enhance the S5S1I. The payments
available would then have to reflect these priorities and to offer incentives for their
adoption over and above the payments offered for simply reducing production. The
farming community should also be offered payments for existing habitat of conservation
value, especially the more vulnerable habitats such as semi-natural grassland and

wetland areas.

The farm plan should form the basis of a balanced approach to agricultural adjustment
accounting for environmental objectives. It will not do this unless the value that .

society places on the environment is reflected in tangible incentives for the farmer,
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Introduction

1. The ‘extensification’ regulation 1780/87 is significant as
the first direct means of surplus control for cereals and beef in
the European Community. :

2. Its timing is crucially important, since it coincides with a
period when public concern about the huge costs of surplus
storage and dlsposal has reached a peak, when farmers® own
disenchantmen't with the lack of direction and leadership from
both official sources and within their own ranks has heightened,
and it is due Lo be implemented just as the next round of EEC and
GATT price and trade negotiations take place. .

3. Indeed, such ig the strategic importance of the regulation
that it is likely to provide the focal point for a much wider
debate about the future of the CAP and agricultural support
regimes than such an apparently modest measure would normally
Justify. In particular, public expectations about the extent to
which agriculture can in future satisfy wider demands will have
to be addressed.

4. The aim of this paper is: to identify the broad socisal,
economic and environmental nesds which need to be satisfied by
any adjustments to the agricultural structural support regime,
and to assess whether regulation 1760/87 will - or could -
satisfy them.

5. The_paper tackles this subject in three sections:

(a) so%}ﬂ&, economic and environmental needs: the broad
requirements of an adjusting agriculture

(b) the provisions of regulation 1760/87 and their relevance to
the above needs

(c) 1likely implementation in the UK: «can such needs be
optimised?

(A) 5Social, economic and environmental needs

6. It is now widely accepted that the patternm of agricultural
support within both the EEC and UK must and will be changed.
Most - inecluding national and EEC leaders - now accept in
principle that any future agricultural support regime must
deliver wider social, economic and environmental goals. Such
goals are increasingly being used by the EEC to justify the
continuing high levels of agricultural support in the Community.

7. Draving on contemporary EEC statements, these can be broadly
described as follows:- :




(i) socio-economic

measures which sustain farm incomes at levels . comparable w1th
other sectors of the economy

- measures which provide supports to those who need it most

- measures which help stem rural depopulation and encoufage
employment on farms, thereby helping to sustain rural communities.

- measures which encourage diverse and economically sou#d

agrlcultural enterprises ] | T

- measures which are capable of targeting particular grdups of
farmers - eg old farmers, small farmers - within the Community.

- . "%
{(11i) environmental

_ | ]
- measures which prevent further destructlon of WlldllfJ !
habitats and landscape features on farms |

- measures which encourage farmers to farm their land in an
environmentally sensitive manner, regardless of location

- measures which protect and conserve the natural resouxces of
agriculture. |

| .
2. Al]l these oblectives form part of the EEC’'s own polidy
framework and are entirely consistent with the Treaty of Kome.
However. it i1s now widely acrepted that the practical effect of
CAP policy and incentives in the past has in many cases been
precigely the reversze. ’

|

(B) Provisions of regnlation 1760/87

9. The key question is whether regulation 1760/87 1is caﬁable
in theory or 1n practice of delivering results which are
compatible with these objectives.

10. The regulation’'s broad aims indicate a high degree of )
conformity. They are ftourfold: to restore equilibrium beltween ?
production and market capacity; to help improve the efficiency of
farms by contributing to their reorganisation and restrucituring;
to maintain a viable agricultural community, especially in the
hills and uplands; and to contribute to the protection of the
envirenment and the lasting conservation of the natural rjgsources
of agriculture. : :

11. For the purposes of UK implementation, these objectﬂves
should be read alongside MAFF's own statutory responsibility
under the 1988 Agriculture Act to balance agricultural aims with
soclal, economic and environmental objectives.

12. These regquirements place on both the regulation and [its
implementation in the UK a wider responsibility than reduging
production - important though this is. Thus, production reducing
goals sheould not only not be at the expense of the envirohment
and rural communities, they should seek to enhance them.




13. As with all EEC Regulations, these broad requirements are
sharply coloured by i1ts more precise objectives, and the extent
to which the UK Government has discretion in its implementation.
An important next step is to separate the requirements of the
regulation from the scope for national discretion.

(i) requirements
14. Members States are reguired:-

- to introduce a voluntary extensification scheme within 8
months of the European Parliament’s ratification of the
regulation (July 1987)

- to apply;it at least to cereals, beef, veal and wine in the
period up to 31 December 1984 :

- to secure a 2Z0% reduction in output of the products to which
it is applied, without resulting in an increase of production of
cther products in surplus

- to determine conditions under which the scheme will operate,
including arrangements for achieving the target 20% reduction,
verification, and paymentis toc participating farmers calculsted on
the basis of the extent of their commitment and on income losses.

(ii) the scope for national discretion
15. Memher States may:
- apply extensificatien to other products in surplus

- exclude areas or regions where, because of natural conditions
or the danger of depopulatian, production should not be reduced

- introduce arrangements for reducing production other than
those in Artice 1(b) 1(a), which specify a reduction in the area
of cereal production by 20%, and of the numbers in the beef herd
by 20%. Where reduction is effected by the withdrawal of land
from agricultural production, such land may be left fallow,
afforested or used for non-agricultural purpdses.

16. These elements of national discretion are key to the role
which regulation 1780/87 can plav in meeting social, economic and
environmental needs. It is CFRE s view that unless the UK
Government exercises such dizcretion the regulation is more
likely to stimulate new socic-economic and environmental
conflicts than to meet their needs.

(C)H Implementation in the UK

17. All indications to date suggest that MAFF propose not to
acceplt the permitted extent of national diseretion in
implementing the regulation. It proposes instead what amounts to
a 'set-aside’ scheme, requiring farmers to withdraw 20% of their
cereal land from production, or to reduce their beef herds by
20%. In return, they would receive ’"lost-profits’ compensation
(presumably on the model of the 198! Wildlife and Countryside

Act financial guidelines) and would undertake not to use the land




"set-aside’ for productive purposes. l l
18. Farticipating farmers would be offered a choice of fhree
alternatives on the land "set-aside’ - fallowing, forestry, or _
non*ggricultural uses. The Farm Woodlands Scheme, Forestry '
Commigsion grant schemes and the Farm Diversification Scieme

would be available to help farmers make the appropriate c¢hoice.

189, MAFF appear to proposSe no controls on inputs or management
of ths land not set-aside, and indicate that the scheme will be
targeted (in terms of financial incentives ete) at marginal ‘
cereal and beef producers. It is therefore unlikely to i pinge ™
much on the major grain-producing areas of the country. o

20._ CPRE fear that MAFF's proposals for implementation are
unlikely, at ‘best, to meet environmental and socio-economic \
objectives, and at worst may lead to further damage to them.

21. On the land set-aside all three options could, unless very
sensSitively applied, lead to new environmental conflicts.
Fallowing cculd result in the heavy use of fertilisers anﬁ
pesticides to keep weeds down and off the adjacent crop; [forestry
could mean insensitively designed and planted new plantathions
unless there are strict environmental controls; and other uses
could ierad to pressures for new built development on farms - new
buildings., sale of land for housing development etc. And: f
while fLhewse latter options might include opportunities_fo£ rural |
emplavment. within the context of the scheme as a whole atre

more thnreatening than of value to long term farm visbility.

22. On the land not set-aside, the problems could be even more
acute. Unless strict, enforceable controls are introduced, all
experience of ‘set-aside’ elsewhere suggests that the poorer land
will be tzken out, and (in the absence of wider surplus céntrol
measures) production will intensify on the remaining land. This
could have consequential environmental dangers as restructuring
and commodity substitution take place within the rest of ihe l
farm. ~Although the “lost-profits’ basis of compensation would 1
appear to hold advantages for farm incomes, these are short term
and could lead to a further decline in public support for
agriculture. : ' 4 i
| |

232. The scheme could therefore have little impact on overall
production levels, farmers will apparently be paid "to do
nothing ., and further environmental losses could take place. Far
from contvibuting to agriculture’s adjustment, the scheme could
increase public disaffection with agriculture and its costis,
further confuse and isolate the farming community, and add to
environmental and socio-economic problems in the countryside

24. By contrast, if national discretion is exercised, CPRE
believes that regulation 1780/87 offers an important opportunity ‘
for the countryside. It appears that MAFF is considering
introducing its own scheme for aiding farmers’® conversion [to
organic farming - a welcome if limited step forward. CPRE is
urging MAFF to offer - indeed actively encourage farmers to take
up - a de-intensification’ option ie a lower input/lower woutput i
system for the whole farm. : | ‘




25. Under such an option, farmers entering the scheme would be
required to demonstrate reduced output of cereals and beef (as
appropriate to their farm) by 20%, but would do so within a farm
plan providing for de-intensification of production across the
farm as a whole.

26. This could be achieved by a combination of input reduction
(experts have calculated that in order to reduce cereal outputs
by 20%, inputs must decease by the order of 50%); and
environmentally sensitive management across the whole farm. This
need not be incompatible with a limited version of environmental
set-aside in the form of wider field margins, new hedgerows and
small, broadleaf woodlands etc. The Environmentally Sensitive
Area agreements provide a possible model for such a schenre.

P
-

27. Payment§ would be calculated on the basis of the farmers’
pesitive contribution to output reduction and environmental
achievement. Far from being a payment to do nothing, it would be
a payment for adjusting to & new, environmentally-sensitive
pattern of farming. Any farmer should be able to partiecipate.

23. The scheme could be monitored by means of a farmer’s
declaration of output, through agricultural returns, and by
adherence to an agreed farm plan. -

29. In contrast to the "set-aside” option, the sbove proposal
could make a positive contribution te farm incomes, employment
and the environment. Fuarther, it offers the prospect of a longer
term, more viable future for farmers, which could attract
considerable publie support. In addition, many farmers have
already indicated their enthusiasm in principle for such a
scheme, preferring to adjust their whole farm to a new regime,
rather than remaining on the treadmill of intensification on most

of their land, and having to seek quite new uses for the
remainder.

Conclusion

30. 'Regulation 1760/87 offers an important opportunity for
helping farmers to make adjustments to farm management in ways
which could enhance socio-economic and environmental objectives.
Indeed, its own broad objectives suggest that this is precisely
its intention. However, if the ‘set-aside’ route is chosen, the
results are more likely to create new countryside conflicts than
to resolve agriculture’s current crisis.

Fiona Revnolds
November 1987
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Introduction

1. This paper sets out the views of the authors on the 'extensification’
scheme proposed in Regulation (EEC) No 1760/87. The views expressed are not
necessarily those of the RSPB., Three main areas of concern are considered:
protecting existing wildlife habitats; encouraging the creation of new
wildlife habitats, and less-intensive farming; and integrating the scheme
with other schemes of assistance in rural areas. Throughout, we are as much
concerned to identify the economic and social implications of the
extensification scheme, as to outline its implications for wildlife.

2. It is important to stress at the outset that the extensification scheme
contains elements of both ‘extensification’ (ie less-intensive, more-
extensive, lower-input farming) and 'set-aside’ (ie the removal of land from
production). It can be argued that the greatest benefits for wildlife would
be realised by mixing these two elements, rather than by relying on one or
the other alone. The Regulation provides for both approaches to be taken,
but the extent to which an integrated appreoach will be adopted in practice
remains unclear. Certainly it appears that for cereals the UK Agriculture
Departments currently favour the set-aside option only.

1. Protecting existing wildlife habitats

3. The introduction of an extensification scheme could lead to more
intensive farming in some circumstances. This would be inconsistent with
the need. to cut the production of surplus products, and could also have
worrying implications for wildlife habitats on farmland. Some of the
possible situations in which intensification might occur are briefly
considered below. In many cases, the ambiguous wording of the Regulation,
and its lack of clarity, make it difficult to predict the extent of the
problems which might arise,

4. First, the scheme is to be voluntary, and there is therefore nothing to
prevent farmers who do not join the scheme from continuing to intensify
their activities and damaging wildlife habitats in the process. The
European Commission might argue that like all the measures which it is
currently proposing for the reform of the Common Agricultural Policy (CAP),
this one will be introduced against the background of severe downward
pressure on prices, and that this in itself will tend to discourage
intensification. However, as Mansholt (1986) has shown, the assumption that

price pressure will encourage a fall in production may be questioned on
several counts.

5. Secondly, it appears that farmers who do join the extensification scheme
for beef or cereals might be able to intensify other enterprises on their



|
1

| .
farms, with potentially-damaging environmental consequences, The Regulation
requires 'a reduction in the output of the product concerned by at least 20%
without other production capacity within the meaning of paragraph 1 being

increased’ (Article la paragraph 2)., It is easy to see how thlsLapplles toL

2 ; \

cereals and beef: cereal farmers who withdraw land from production should
not intensify cereal production elsewhere on their farms, and bepf producer
who reduce stock numbers should not intensify the management of their
remaining cattle, as it would otherwise be impossible to achieve the minimum
20% fall in producLion However, the extent to which the requirement not to
increase 'other production capacity’ applies to other farm products is
unclear. | ‘

| |
6. 'The production capacity’ referred to in paragraph 1 of the Regulation
is that of the surplus products, defined as ‘products for which,
consistently at Community level, there are no normal unsubsidized outlets’
(Regulation 1760/87 Article la paragraph 1(b)). The Regulation does not sa
whether this definition covers only those products such as beef, cereals an%
butter which are sold onto world markets at subsidized prices, oL all
products which are supported by the CAP. If the former definitién applies,
then farmers with sheep and cattle enterprises could join the beéf
extensification scheme and intensify their sheep systems. Similarly, cereal
farmers could move into horticulture, or various forms of livestock
fattening. Such changes might raise the overall intensity of fatming, and |
lead to the loss of the remaining semi-natural habitats on farms, with

obvious consequences for wildlife. | |

7. A third area where there is cause for concern over intensifi¢ation is in
the use of land which is withdrawn from production. Although the Regulation
also allows for production to be reduced through reductions in inputs
(Article 1b paragraph 1(a)), frequent references to the withdrawal of land
from production indicate that for cereals this is the favoured approach. *
The Regulation suggests that ‘where the reduction in output is efifected by
the withdrawal from agricultural production of farmland, such land may be
left fallow with the p0551b111ty of rotation, afforested or used for non-
agricultural purposes’ (Article la paragraph 2)., While ex1st1ngdarab1e ‘
fields may be of little value for wildlife, it is possible that intensive MT
fallowing systems would be just as inhospitable, and in some cir3umstances
worse for wildlife. Intensive conifer forestry or built development would
also bring few benefits, and make it difficult to return 1ntensiVe1y managed
farmland to some less-intensive farmed use in the future.

systems which are in harmony with conservation requirements could also be
damaging for wildlife. For example, a reduction in cattle grazing
intensity, or the replacement of cattle by sheep (particularly at excessive
densities), or the conversion of grazing land to root crops or forestry,
could lead to the loss of important grassland and moorland habitats in areas
such as the Western Isles and County Fermanagh. These provide crucial ‘
breeding areas for important populations of wading birds. A genetal decl1nﬂ
In store cattle production in the uplands as a result of the extensification
scheme could also reduce the numbetrs of cattle available to graze#lowland
wetlands, both inland and on the coast, with similar damaging implications
for wildllfe

8. The application of extensification schemes to low-intensity farming ’

. A : . |
9. Sericus eccnomic and social consequences could also arise if the scheme
led to a widespread reduction in activity rates on farms, or if 1
encouraged farmers to respond to other Incentives to give up farmﬁng




altogether. Small reductions on many farms in the demand for labour,
machinery, and other inputs such as seed, fertilizer and pesticides, could
have significant knock-on effects on employment, the profitability of
ancillary industries, and rural communities in general. The impact of a
decline in activity rates could be most severely felt in the Less Favoured
Areas of the UK (areas designated under Directive 75/268/EEC in order to
conserve the countryside and to stem rural depopulation). This concern is
to some extent recognised in the Regulation, as it enables the European
Commission to authorise Member States ’‘not to apply the arrangements in
regions or areas in which production should not, because of natural
conditions or the danger of depopulation, be reduced’ (Article la paragraph
3). UK Agriculture Departments have so far indicated that they do not wish
to apply this provision to the Less Favoured Areas, or to more localised
areas such as the Western Isles, on the grounds that it would be wrong to
deny specific groups of farmers the opportunity to benefit from the scheme.
The only area specifically exempted by the Regulation from the scheme is
Portugal, during the first stage of accession (Article la paragraph 4).

2. Encouraging the creation of new habitats and less-intensive farming

10. While the focus of the Regulation is on cereals, beef, veal and wine,
it is important to note that 'Member States may alsc grant these alds for
the *extensification” of other products’ (Article la paragraph 1(b)). The
Regulation allows for reductions in production to be achieved by removing
land from production, reducing the number of head of livestock, or by
adopting other measures (with the authority of the Commission)., The
potential scope and nature of the extensification scheme is therefore very
large. Tor the purposes of discussing opportunities to encourage the
creation of new wildlife habitats and less-intensive farming, attention will
be focused on two sectors only: cereals and beef. Attention is first given
to the opportunities presented by the removal of land from production, and
secondly to the opportunities for encouraging less-intensive farming.

2.1 FEncouraging the creation of mew habitats

11. The Regulation envisages three options for the removal of land from
production: fallowing, with the possibility of rotation (in the cereals
gector only), afforestation (in the cereals and beef sectors), and use for
non-agricultural purposes (again in both sectors). All three provide
opportunities to create new habitats for wildlife on farms, although, as
described below, the value of these habitats, and their attached social and
economic costs and benefits, vary greatly. It is important to stress that
it is difficult to re-create habitats such as wetland, heathland and chalk
grassland once they have been lost: it should not be thought that the
losses of the last 40 years can simply be replaced overnight through the
judicious management of land removed from intensive production. This places
a high premium on the remaining semi-natural sites, and emphasises the need
to protect them. There is, however, scope to create habitats which are
better for wildlife than those which now exist on intensively-managed
farmland. This section examines some of the options.

12.  Increased fallowing of arable land could bring a variety of benefits
for birds and other wildlife, but much depends on the time of year at which
the 12nd is fallowed, and the way in which the fallowed land is managed.
Fqgiixample, cultivating land immediately after harvest, leaving it bare

until the following autumn, and treating it with herbicides to control weed

growth, would probably provide minimal benefits for wildlife, and would also
tend to encourage rapid leaching of nitrates. Planting a cover crop would
help to control leaching, but leaving bare stubble throughout the winter




| |

would probably bring more benefits for birds, as would controlling weeds by
cultivation, rather then by herbicides. However a majers problem with one-
year rotational fallows of this sort is that fertillty would rlse during the
fallow period, and thus tend to offset the effects of taking the land out of
production in the first place. For these reasons, long-term fallowing of
the same land, rather than rotational fallowing, is probably toibe ?
preferred. ?

13. The longer the period for which land is removed from produdtion, the
greater the scope for positive management explicitly designed to bring
conservation benefits. If arable land is left fallow without cultivation,
and perhaps only minimal control of noxious weeds, then it will |develop
naturally into rough grassland and eventually into scrub. Similarly,
grassland formerly grazed by cattle will also develop into scrubi. The
composition of these habitats, and their value for wildlife, will vary
geographically, and with their extent and species composition. Thus,
allowing hedges to grow tall, wide and thick would bring some benefits, !
especially if adjacent field margins were allowed to scrub over, and where |
necessary fenced against livestock. In general, scrub can provide important
habitats for wildlife, and should mot be regarded as worthless wasteland.
For example, thrushes will feed on berries, finches will find weled seeds to
eat in the grassland, warblers will find insect food in the bushes, and
kestrels and barn owls will benefit from an increased small mammal
population. Creating scrub habitats would generally entail little cost to
the farmer, although secure fencing may be needed in stock reariEg areas, k

corollary is that scrub would provide relatively little income, and that
marketable quantities of wood would not become available for some years
using natural regeneration alone.

14, Left to its own devices, scrub will in time succeed to woodland, as new
species of tree invade. If it is desired from the outset to rempve land
from production permanently, then a planned approach to the establishment OF
woodland would help to ensure that a marketable crop would be prpduced over
as short a time scale as possible. Coppices would provide the mpst rapid
economic return, perhaps within 10-153 years, depending on species.
Coniferous woodland would provide some return within 20-30 years, and
broadleaved woodland within 30-50 years. Woodlands varied in structure and
tree species would provide an ascceptable compromise between the heed to
provide both income and conservation benefits. Keeping the woodiand as par%
of the farm unit would help to ensure the farmer's continued involvement in
the land through labour inputs, and would help to maintain and c$mp1ement
other sources of on-farm employment.

15. Apart from scrub and woodland, many other opportunities to c¢reate
valuable wildlife habitats could arise through the introduction of i
extensification schemes for cereals and beef. These could perhaps be ‘
grouped under the heading ‘non-agricultural uses’, although it i usually
the case that some form of agricultural management is needed in yrder to
arrest the processes of natural succession, and to maintain the interest of
specific types of wildlife habitats, For example, reducing drainage
standards on arable land, and establishing grassland could improve habitats
for breeding wading birds, but these habitats would not survive in the
absence of low-intensity grazing by livestock , preferably beef dattle. {
Similar arguments apply to the creation of chalk grassland, heat land and |
coastal grazing marsh habitats.




16. A problem in these circumstances is the extent to which alternative
agricultural use of the land released from production is allowed und?r the
Regulation. Can land taken out of cereal production be used to prov1de&
grazing for livestock, or for the production of hay or silage? If such use
is possible, can sheep, cattle, goats or pigs graze the land, or only some
of these? Similarly, on a mixed farm, can a farmer cut his cereal area and
let his cattle graze more extensively over the land removed from cereal
production? Is it necessary for a farmer in this situation to join both the
cereal and beef extensification schemes at the same time? UK Agriculture
Departments appear to believe that it will not be possible to bring
livestock onto a farm to graze land removed from cereal production, or to
let cattle or sheep on a mixed farm graze more extensively over the area
removed from cereal production, nor to use that area to provide livestock
fodder for use on the farm or elsewhere. If this is the case, then the
range of possible habitat types to be created on land removed from
production will be limited to scrub or woodland. 1In contrast, the Danish
Government appears to believe that it will be possible te graze sheep, at
least, on land withdrawn from cereal production. Given the importance of
grazing livestock in the management of land withdrawn from arable production
and devoted to conservation purposes, this point should be clarified
urgently.

17. The creation of mixed livestock and arable systems on farms
participating in the cereals extensification scheme merits particular
consideration. Significant economic, social and environmental benefits
could accrue through such a course of action. The creation of new grassland
habitats on land removed from cereal production would bring major benefits
where the grassland area has been markedly reduced in recent years,
particularly if this were coupled with a reduction in drainage standards, or
positive attempts to create heathland and chalk grassland habitats. As
livestock units are more intensive users of labour than arable units,
starting-up new livestock units could have a beneficial impact on farm
employment. Ancillary industries related to livestock could also receive a
significant boost from investment in livestock systems in areas where arable
 Crops now predominate. v - : -

18. " In addition to the environmental benefits of managing land for
conservation purposes, it should also be possible to realise other benefits,
eg for recreation. The creation of grass strips along field edges where
public footpaths already exist could greatly improve access and add to the
enjoyment of walking in the countryside. 1In time, new woodland areas could
also become major recreation attractions. There is scope for farm nature
trails and recreational footpaths to contribute to farm income, if not
directly, at least in encouraging visitors to farms, and therefore providing
a market for farm shops and other attractions with explicit money-making
goals (RSPB 1987b).

2.2 Encouraging less-intensive farming '
19. Article 1lb of Regulation 1760/87 sets out the conditions to be applied

in implementing the extensification scheme, including the requirement to
reduce the cropped area (for cereals), or to reduce the number of stock (for
beef). However, it also enables the Commission to .’authorize a Member State
to apply other arrangements for reducing production’. This provision opens
up the prospect of many different changes in management practices, in both
cereals and beef production, which could bring a variety of environmental
benefits with acgompanying social and economic implications. Some examples
of these are given below. At the moment it is not known whether the UK
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Agriculture Departments are seriously considering implementing &he
extensification scheme in this way, or whether they will simplyirely on the
withdrawal of land from preoduction, and reductions in stock numbers.

20, For example, yields of spring cereals are generally lower than those if
winter cereals. 1In additien, cereals sown in the spring are of%en of higher
quality than those sown in the autumn: spring wheat is often of bread-
making quality, and spring barley is often of malting quality. Autumn
cereals are mainly used as animal feed. Thus a switch to spring cereals
could bring a reduction in yields and higher-quality products. The benefits
for wildlife of such a change are difficult to assess. Much wogld depend Tn

the management of the land over the winter, between harvesting and sowing.
If stubbles were left unploughed, this could provide useful food sources for
finches, and also help to reduce the leaching of nitrates. Ground-nesting
birds such as lapwing could benefit from the availability of bare ground for
nesting sites in the spring.

21. It has also been suggested that aid for conversion to organﬁc farming
could be provided under the extensification scheme, for beoth crobs and
livestock. Indeed, given the dependence of organic crop farming om inputs
of animal manure, promoting organic farming could be a good way bf fostering
the return to mixed farming systems discussed earlier. The adoption of
organic methods is not an easy option, because it involves a majbr
transformation in systems of production: for example, replacing artificial
fertilizers with animal manure, introducing planned crop rotations and
fallowing, and returning to the use of cultivations for weed control, rather
than herbicides. These changes cannot be made overnight. For example, the
requirement for animal manure may mean introducing livestock to a wholly
arable farm , with all the capital investment and added labour inputs which]
this involves. Aid during the process of conversion, which could be up to ‘
three years, would need to be provided to offset the loss in yields and in !
income, and also to assist with the capital costs of investment in
buildings, equipment and livestock, where necessary.;*® '

22, Regulation 1760/87 eégfies that in the application of the i
extensification séhgme-égPthe beef sector,-the reduction in prodiction may ’
be achieved by a reduction in the number of stock, rather than in the area |
of land devoted to their production. Such a‘reduction in stock numbers
effectively entails a drop in the intensity of farming, as fewer animals
will be dependent on the same farm area. However, the social, economic and
environmental implications of the beef extensification scheme could vary !
widely, depending on the stages in the beef production process at which the|
scheme is applied, and its precise impact on the particular systims adopted |
by individual farmers in rearing store cattle or in producing finished fat
animals.

23. Applying the scheme to livestock rearing systems could enable less
emphasis to be placed on the conservation of grass as silage, and more on
its conservation as hay.  This could bring benefits in terms of reduced
fertiliser and pesticide-use on grassland, reduced pollution from silage
effluent, and safer nesting habitats for a variety of ground-nestiing birds.
Farmers would need to ensure that inputs were reduced to allow a smaller
number of cattle to graze a larger area without themselves becoming heavier:
this could help to ease slurry disposal problems. Reducing numbeEs would |

tend to reduce the demand for labour, although it might conversely allow fo
closer supervision of the stock, and thus encourage an increase in quality.




24. Applying the extensification scheme to beef fattening regimes by
allowing a decrease in the number of head, could lead to reductions in the
use of bought-in fesd, and possibly also to reduced use of silage. Much
depends on the precise nature of the fattening system being adopted. One
problem in applying the beef extensification to the fattening stage, is that
vast amounts of cereals are consumed at this stage in the production
process. Thus the successful introduction of the beef extensification
scheme could lead to a reduction in the demand for cereals for animal feed:
this provides a clear example of the lack of integration in the thinking
behind the extensification scheme.

3. Integrating the extensification scheme
25. A major problem is that the scheme is being applied sector by sector:

little consideration appears to have been given to the knock-on effects on
other sectors. As noted earlier (paragraphs 5-6), it is possible that
farmers could intensify enterprises other than those covered by the scheme.
Thus sheep production could be expanded in the lowlands. Apart from the
more-intensive land management which might result, and which might be
damaging, sheep producers in the LFAs could find it difficult to compete in
preducing store and finished lambs. This indeed is the situation which
arose when quotas were introduced on milk productioen, and dairy farmers gave
added emphasis to sheep enterprises.

26. One way to avert distortion in the market for products which are not
yet in surplus, would be to take an integrated approach to the problem, and
to introduce extensification schemes for the main products which cereal and
beef farmers might consider to be alternatives, eg sheep. As noted in
paragraph 10 above,; the Regulation does not prevent the introduction of
extensification schemes for products other than cereals, beef and veal, and
wine. In addition to its possible value in safeguarding the interests of
sheep producers in the LFAs, against increased competition from producers in
the lowlands, it has also been suggested that the introduction of an
extensification scheme for sheep could help to combat the problem of
overgrazing on heather moorland in the uplands (RSPB 1987c).

3.1 Relationship with the Agriculture Improvement Scheme

27. The relationship between the extensification scheme and both the
national and EEC elements of the Agriculture Improvement Scheme (AIS) is
often unclear. For example, is it possible to get a grant under the AIS to
reduce output? It appears that the conditions of the AIS require that the
capital investment which is made must contribute to farm income. Thus can
it be argued that investment in fencing to exclude stock from a field margin
is contributing to farm income, because it is a condition of the
extensification scheme that the field margin is ungrazed? There are many
other circumstances in which AIS grants might be needed to complement
payments made under the extensification scheme.

1 3.2 Relationship with the Farm Woodland Scheme

28. Government decisions on the content of a Farm Woodland Scheme (FWS) are
awaited, following the publication of a consultation paper in March (MAFF
1987a). The UK Agriculture Departments have already indicated that they see
the extensification scheme and the FWS working very closely together. Where
for example, a cereal farmer takes an appropriate amount of land out of
production under the extensification scheme, annual payments will be made
over a five-year period. In addition,if the land is afforested, the farmer
will become eligible for payments under the FWS, and thus receive grants
towards planting costs, and annual maintenance payments thereafter.



\
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3.3 Relationship with the Farm Diversification Scheme |
29. The UK Government is shortly expected to confirm its intentions on the
introduction of a Farm Diversification Scheme (FDS), following donsultatiod
on proposals issued in May (MATFF 1987b). There are a mumber of |areas wher
the FDS and the extensification scheme could inter-relate. TFor example,
could a farmer obtain payments under the extensification scheme |to take land
out of production, and then grants under the FDS to create nature trails,
recreational footpaths, wildlife attractions such as ponds, and ohservation
facilities such as hides? It is not known whether the need to realise thede
opportunities has yet been addressed by UK Agriculture DepartmeWts. T

3.4 Relationship with the conversion scheme '
30. So far, little mention has been made of the scheme which Member States
are required to introduce under Regulation 1760/87 for the conversion of
production (Article la paragraph 1(a)). This scheme will provide for 'aid,
for the conversion of products to non-surplus products’, with tje surplus

products defined as under the provisions of Article la relating [to the
extensification scheme. The Article requires that the Council 'shall adopt,
before 31 December 1987, a list of products towards which conversion can be
accepted, with the conditions and procedures for the granting of the aid’,
It is not currently known what proposals are being discussed for this :
scheme. Similar uncertainty attaches to wider proposals for the?alternatiﬁe
use. of land (which are currently being examined by the Commissiop), or to
wider proposals for a set-aside scheme for cereals, perhaps baseﬁ around the
propoesals put forward by the UK last year (MAFF 1986). It is not known
whether any future conversion, alternative land use or set-aside) schemes
will parallel, complement or absorb the extensification scheme,

3.5 Integration in implementation

31. Other questions raised by the extensification scheme include its |
administration and policing. Agriculture Departments have established
procedures for checking that money awarded in grant-aid has been lawfully
invested in improvements, and that subsidies paid on livestock have been
claimed legally. Bug, it is not known what additional burden the
extensification scheme would place on ‘these arrangements. The l
Agriculture Departments already appear to be worried about the manpower
implications of the scheme, and therefore wish to establish a simple scheme
that can be readily implemented, monitored and enforced. Given that this is
a five-year scheme, it is jmportant that farmers understand the action
required from them in each year. It has been suggested that, as with
investments made under the EEC element of the AIS, farmers should produce a
farm plan demonstrating the action to be taken in return for payments under)
the scheme. Such farm plans would also present an opportunity ti tie in '
investments undexr the AIS, FWS and FDS, to produce a composite integrated
plan. It is not known whether the Agriculture Departments will dccept the
logic of this proposal: rejecting it could lead to great confusion amongst
the farming community, and hinder the success of the schemes on Tll counts. |
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The Wye Set-azide Project: predicted farmer

reaction to the extensification schexe

Clive Potter

In commen wWith other socio-structural messures, the extensification
and «ccnversion scheme will operate on a volhntary bzsis. Assuming that
agriculture degartments opt for land diversion as the means of achieving

ke target reduction in output, success in reducing agzregate cutput of
surplus comzodities will obviously depend on sufficient numbers of farmers
cheecsing to enrol productive lznd into the scheme. Matters become more
compniicated when other socig-structurazl and environmentzl gozls are
intreduced, Research ccndueted at Wye College investigating farmer
participstion in a number of hypotheticzl land diversion schemes suggests
that 1=aving a2side varicus imple=msntation conditions which can be attached

to schemes, the optimisation of these several objectives depends on:

a) the rate and pattern of participztion;

bl the identity of the participants and non-participants;
c) their motifes in participating or not participsting.
Hence, achieving supply control goals depends on both how much land is
enrolled zand on 1ts sverazs productivity; The patterm of enrolment will
deferaine how much slippage occurs; it might be expected to be greatest
where =mzany farmers are allowed to enrol small parcelstof land (selecting
the mest marzginal land first)., A scattered pattern of qiversion might be
less useful con conservation grounds if an objective is to restore or
recrezte ecologicazlly viable blocks of habitat. The identity of the
participants Dbecomes important when land diversion schemes ar~ being used
ta give income-suppert to particular farmer groups (as with the set-aside
elezent under the proposed pre-pension scheme). 'Resistance factors!'
(Bowler, 1979) associated with target groups could mean that uptake is
actually lower here than for other non-targetted groups, for ilnstance.
Farzers' motives in participating in a voluntary =cheme are clearly
izportant, not only in expiaining uptake but also in determining the
Success of  schemes; the Américan literature suggests that participants

are cften farmers who use land diversicn payments to
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subsidise a change  in land use which they nad alréady intended to carry
out. The operation of this 'selectivity effect! (Brandow,:1977) neans
that volunpary schemes, especially when not too restrictive, are less
successful  in instigating land use changes on participating|farmers ang
tend to favour farmers zlready engzzed in restructuring entérprises and
making husbandry adjustments. This effect has implications for both the

supply control and envircomental objectives of land diversion schemes iT
the UK.

The Wye researchers were interested in making scme prediations about
participation in three hypothetical land diversion schemes b%sed on far#
survey and contingent valuation datz. The schemes investigdted were; é
one or two yezr f{allow of cerezl land; a Five year conversidn of cereal
land Lo permznent pasture and the planting of broadleaved woodiand on lznd
présently in a productive farming use. Respondents to & surveﬁ of farmers
in the .South Downs, the Suffpllk Sandlings and in a scatter of 'sample 1 k=
squares representing two land classes under the Institute of :Terrestrial
Ecologyts land classification system, were required to #ndicate aj
aceeptable leval of payment or 'bidt which would sdcure thei#
participation in each of the schezes and then to estimate ho& much land,
ir éhy, they wcﬁld be prepared to enrol in these schemes at this rate oq
payment. (For a discussion of survey design and the sampleJ see Potteﬁ
and Gasscn, 1987}). The decisicn to participate was thenianaleed in
relation to a number of behavioural znd socio-economic varizbles.

i
< ) i
|
!
i

The level and pattern of participation:

Moest of the bids were in the £100.£200 per acre range, with the

'

greéatest number of high bids under the wcodland scheme. Heaﬁ bids under

the cereal, grassland add woodland schemes ware £135, g£1i1 dnd 277 peﬁ
acre respectively. As a group the farmers intervieved were;prepared to
offer some 10.Y4 per cent of their cozmbined cereal acreage or j.g per cenj
of  the total farmed sample area into the least restrictive c}real fallo

scheme of 5.2 pef cent of the total farmed area into the GrQ§ﬁland Schere

and just over 1 per cent into the Wocdland Scheme. Undeﬁlying thesjﬁ_
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Table 1. Numbers of bids and acres offered by level of bid

Bid Number of bids hcres offered Acres as per cent total
“area farmed

" — i A T L T A ek ke ek e e A T = T P o T S S L T T T T T R T s e o e —_—

e e . et e Ak i S S e e o b Bl B U o e e AT N T T kS e (¢ T T T T kTt S 8 e e e

Cereal scheme

No bid 26 17.9 - - - =

Under 100 20 i3.8 1305 28.9 1.7
300 - 200 6% 47.6 2178 k8.2 2.8
200 and over 30 20.7 1031 22.9 1.3
Total 145 100.0 L5k 100.0 5.9
~ Grassland scheme

Ho bid 45 37.0 B30 5.7 0.4
Under 100 30 20.7 1757 43.9 2.3
100 - 200 42 29.0 887 22.2 1.2
200 and over 28 19.3 724 18.2 - 0.9
Total 155 100.0 3998 100.0 5.2
Woodland schene

Ho bid ] 5.7 455 377 3.6
Under 100 11 7.6 232 19.1 0.3
100 - 200 21 14.5 150 15.7 0.3
200 and over 38 26.2 340 28.1 0.4
Total 145 100.0 1212 10C¢.0 1.6

averages the picture which emerged was one of large numbers of farmers
agreeing to enrol relatively small proportions of their holdings under
€ach sgcheme, with a few indicating that they would divert their entire
cereal acreage if the price were right. A further analysis of willingness
to participate reveals a clegrer ranking of schemes, with a much more
categorical rejection of the Wwoodland scheme cempared to the other two.

There were some significant differences in the level of bids and
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n study areas, reflecting systematic variatioIs
in the likely level of resistance to or active adoption ¢f schemes

Y
farmers.

Suffelk farmers tended to ask for most mongy totenrol.feyest

acres, while by comparison South Downs farmers were more prepared to offer

a larger mean acreage in return for a low payment {Table 2).

Table 2. Mean bids and acres offered by study area

Schems ITE Suffolk | South Downs Total sample

mezan bids in f£/acre

Cersal 135.7 147.7 130.0 140.5 i i
Grassland 106.84  171.5%x 93.9% 135.9 | |
Woodland 1574 212.5% £5.5%% 176.8

mazn acres offered |

Cerezl bhi.y 15,78 gy, sex

40.3
Grassliand 18.¢ 15.1%%% 86.5% 39.2
Woodlznd .7 .2 65.9 17.5

Wote: UDifferences between individuzl and overall means vars tested
| using the t-test, two-tziled.
¥ gsignificant 2t 5 per cent level l
¥# gignificant at 1 per cent level

¥*% signifiecant at 0.1 per cent level.

Who are the participants?

An  analysis of participation by key farmer characteristics such aj

farm types and farmer's &ge and educational background ﬂevealed fe

significant variations with respect to participaticn, thougn it was
discovered that stzge in family cyele and succession plans were often good

$ - I I
predictcors of the number of acres a farmer might be prapared to enrol.

|
: _ |
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Farmers over 55 who had no successors wWere on average prepared to accept
below averags paeyments to enrol land 1intec the cereal and grassland
schemes, for 1ins ce. A classification of farmers according to how
enabled or constrained the farm business was by physical, financial,
economie, educaticnal or family circumstances, proved a ﬁarticularly
useful way of characterising the participants (see appendix for
classification). Enabled farmers consistently submitted the most acres
under all three schemes, a result which is partly ekplained by the
correlation betiween enablement and farm size. However, furtheq!analysis
alsc shows that enabled farmers were 2lso more willing participants thzn
their more constrained brethren (Teble 3). Farmers constrained by debts
or problems of succession tended to associate participzticn in land
diversion with reduced flexibility &nd increased bureaucracy. In avery

sense they would be =2mong the most grudging participants in a2 land

¥

diver=ion schens. Fnabled farmers, on the other hand, wWwere often active

adopters of land diversicn schemes.

Table 3 Acres offered and willingness to participate in schexes

by level of constraint

Scheme Severe cconstraint Moderate constrzint Enabled Total sample

rean-acres offered

Cereal 25.3 27.6 65.9 Lo, 3ees
Grassland 17.2 24,5 73.5 3G.,2%%%
Woodland 4.8 6.5 38.2 17.6%xx

Cereal 56.5 69.4 76.0 7.5 ns
Grassland 56.5 k9.0 60.0 55.2 ns
Woecdland A 13.0 16.3 26.0 18.6 ns

Hote: for each scheme,the associstion between enabled/constrained
categories and medn acres offered was significant beyond the
0.1 per cent level, using one way analysis of variance.

the association between enabled/constrained categories and
willingness/reluctance to participate in each scheme was not

significant at the 5 per ceant level using Chi-square.
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The Hotives of Participants

Support fer this view came \reasons and

from the survey of farpers!
actives for Farticipation. Enzbled farzmers tended ﬁo be npcre

conservation~orientated than <constrzined individuzls and would typlcally

regard partlclpctlon in land diversien as a useful way of fLrtTerlna thelﬁ

v1t1°s <in this area. Participation in the woodland

particularly preone to this selectivity effect,

schepme was
with most iaeres baing

2 With wocdland on their farz and/or a hl“uoﬂ of active

Table 4. participation in wcodland scheme by existing wcodland
practice :
|
Wweodland practice Ho. respendents HMazn zeres offered . - |
lo woodland cn farm 27 b7 i i
Woedlzand on fara ha 25.8
|
No wocdland management Ly 8.2
Woodland actively managed 25 34,0 i
_________________________________ e e e e m f f
All particigpants &9 17.5

Note: the associztion between existence of woodland on the farml|and
woodland acres offered was significant at the & per cent Jevel; i
the assocciaticon betwsen woodland mznzgezent and zcres offdred '
was significant at the 2 per cent level, using cne way andlysis
of variance.

Implications for the extensification scheze:

These findings provide some pointers about uptake and paﬁticipatian‘

under the extensification scheme. 3Slippage is likely to bte a\problea i

the level and pattern of uptake reported here is reprcduced iq‘prac:ice.
Tne tendency of survey farmers to offer only the most marginal land
supporta this conclusion., Requiring participants to aghieve the!target 20

|
\




per cent reduction in output of surplus ccmtodities over a specified
pericd should however ease this difficulty, though with farmers being paid
on a hectarage basis the incentive to enrol a large number cof marginal
2zcres rather than a few productive ones will remain strong. The operation
of the selectivity effect under the extensification scheme is difficult to
predict. For possible land diversion into forestry and conservation uses
.it will almost certainly be important, posing some difficult questions
about the effectiveness of veluntary schemes in effecting land use changes
on farms which 1lack a history of wecodland and conservation management.
Some farmers might also use the extensification scheme o subsidise
husbandry adjustments (reducing the cereal acreage in response to price
reductions?) which are alrezdy planned. On a nparrow supply control
interpretation, the extensificztion scheme clearly has a role to play in
speeding an adjustment process which is set in motion by market policy

changes.
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APPENDIX ; |

Enabled/con=trained score

Farm " businesses were sorted into groups on the basis of suLh
characteristies . as size, profitability, level of fixed charges,
indebtedness and other sources of fexmily income. These small]l groups were
combined: tc make three groups of roughly equal size represe#ting severe,
. { ’ :
moderate and” minimal censtraints. This was a highly subje ct*ve exercise
wnich invelved making a nuzmber of judgements, for instiance on the

ferming systems. The finzl cozpesiticn of the groups wWes i

van
|
euqivalence of farm and non-fara inceme or of high-input fnd 1ow—inp#t
|
ollows:

Severely constralined: very .szzll faras; farms facing hTavy charge‘;
ferms suffering from & series of recent lcsses; farasiwith tco fzw
zores  to  support  degpendamtsy faros  wWhere the cpuratar is mainly
cccupied elsewhere; very smsll axtenzive livestock faros..

o

Moderately constrained: middle-sized farms of wmedium p#ofitability;

*fapns facing average charges and with a small nen-farm income; small
|
farms with low charges and reas sonable vprofits; }arger far#s

undergoing recrgznisaticn and restructuring.
Enabled: very large profitable ferzs; high input arable (arms of ovfr

100 ha; farms with major scurces c¢f non-farm income.
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i, Intreduction,

Since, al the time of writing, 1the precise detalls of the present extensification scheme had only just
become available, and since there has been no time, or és yet resources, to research the question of
which farms and farmers are likely to take up this particular scheme, or variants of it, this paper will
confine itself to a theoretical discussion of the isssues and a brief overview of some aggregate results of
a preliminary analysis which may throw some light on the issues. Other papers in this workshop are
dealing with recent survey work which throws some light on the pessible response of farmers to such
schemes.

Some may regard economic theory as 2 waste of time. However, without a ‘'theory' of some sor,
whether formalised or subconscious, it is not possible to say anything about the possible effecls of new
policies (or market conditions). Even surveys, for all the insights they provide about the particular
responses suggested by the respondents, reguire some thecrstical background if these results are to be
generalised, whether or noet the theory is formalised or simply a set of beliefs that the survey sample is
both entirely representative and unbiased. In fact, many of those who are inclined to dismiss economic
thecry and its predictions are really saying that their own theories of farm behaviour predict
consequences of policy and market changes which are different from, and better than the economists’
predicticns. This paper reviews the major predictions of economic theory for farm behaviour in order to
provide a basis for discussion of possible competing thacries.

The review of the theory casts considerable doubt on the description of the European Commission's
regualtions for extensification being able to achieve results in terms of reducing the intensity of
agricultural production, altheugh it may well be successful in increasing the diversification of the
industry, iﬁéluding the increase in set-aside land. Following this review, the paper briefly examines soms
estimates of the amount of "surplus land". In the context of historical changes in agricultural land use,
most of these estimates are huge and less than likely to occur. Similar estimales of the amount of surplus
labour and capital suggest that the release of labour and capital are much more likely. Finally, the paper
outlines the preliminary resuits of a study of the countryside implications of possible changes in the CAP,
which provides some indication of the areas of the country and the enterprises most likely to release land,

labour and capital under various possible policy options.

[l. Economlc Theary of Farm Behaviour.

The theory is based on the idea of a known relationship betweeen inputs and resources used in
agricultural production and the outpuls produced by the varicus production processes - known as the
production function expressing output as determined by (a function of} the inputs and resurces used. Of
course, in the real world, this function is not necessarily very well known: it takes trial and error for

any individual farmer to discover the function which applies to his own particular business and
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circumstances. In addition, the function can never be known with cetainty, since ﬁ'i:ere are extraneous
events, particularly weather conditions and disease, which will alter the relationship between inputs and
outputs but are beyond the farmer's control. However, both of these realities can be taken into accoynt in
the more sophisticated versions of the theary 'and do not substantially alter the predi%iions of the sj,vpler
versions of the thaory. : '
Associated with this physical relationship is the maotive for farming, or any othE;r business activity,

The formal economic theory takes the motive as being 1o maximise profits. Often this is criticised as

prefits; some are reported as saying that they de not even try, No-one would deny thal there are

ther
motives which are equally plausible and relevant for farmers. But it is a cold and dften uncomfortable

being unnecessarily restictive. Not only is it apparent that many farmers do not mﬁnage to maxtﬂise

fact of commercial life that no business can survive indefinitely unless its revenues éonsistentiy exceed
s costs by a sufficent amount to persuade the operators and their sucessors tofkeep their lal?our,
management and capital empleyed in the firm rather than taking them elsewhere. The ¥ogic fo”owingjirom
this indisputab!e fact is that farmers are obliged 10 try to run their businesses as profitably as possible,
given that they are also trying to do other things in their farming operaticns as welI.W1 Any theory must
involve some abstraction and simplification - otherwise we simply end up with a h‘ighiy comptex and
confusing description of the real world, capable only of providing a taxenomy of farm%s, but incapable of

i is

|
providihg any indication of how the farming community might react to changes in citumstances.

difficult to provide a more fundamental motive than (business} survival, and survival, i

R the limit, imﬂlalies
profit maximisation. This is not to say that all farms actually manage to maximise their profits all the
time, nor is it to deny that under some circumstances farms can survive quite well without maximiging

profits. In addition, it should be emphasised that the equivalence (in the limit) of profit} maximisation Lvith

survival means that profits in the short run at the expense of commercial viability in{ the longer rup is

inconsistent with a properly defined cbjective of profit maximisaticn, which must ial}Fe account of the
longer term. All the objective says is that firms which do not manage to maximisé their profits are
potentially, and often actually vulnerable to changing economic conditions, and that for this reason, i no
other, we should expect farmers to try to maximise profits within the limits of their own operations i]emci
abilitigs. ' T |
This leads to a third principle compon#nt of the theory: the notion of opportunity lcost.. If a farmer
does not have any pratical alternative to farming {because of skills, experience, training or preference)
then the leogical implication is that he is willing (if not entirely happy) to remain a fatmer more or !ess
regardless of the income he can earn in the business. |f afl the alternatives are wprse, then he |will
remain in farming. The notion of opportunity cost is a reflection of the income (includingrﬂ non-mone&ary
rewards or penalties) which could be earned elsewhere. It farmers cannot earn at least their opportunity
cost in farming, then we would expect them to move out of the industry, either partially. or completely. If
they remain in the business, then we can mfer that they do belisve that they are doing apd will continué to
do bettér than they could elsewhers, all thingé considered, in spite of the fact that tr‘Ley will wish Jﬂey

could do even bstter. The notion of opportunity cost also applies to the capital equity the farmer and his

i
family have in the business. If the capital does not earn at least its opportunity cost inl farming, then we
would expect the farmer to reduce the capital investment in the indusiry and try to find alternative uses

i |

Pl
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for his capital.

What are the implications of these hypotheses?

1. By concentrating attention on a single input (regarding all the others as baeing held constant at
some fixed level) we can picture the relationship between inputs and outputs as in Figure 1. This picture
ilustrates the proposition of diminishing returns. Successive additions of a single input to a production
process {concentrates fed to dairy cows in this example, or fertiliser applied to cereals etc.), while
holding all others at some fixed level, will not always yield the same increase in outpul (milk or cereals).

After some level of intensity, gxtra units of input applied will result in' successively smaller gdditions to

oulput.
Figure 1. An example of the production function for one variable input
(concentrate feed for dairy production)
output _
(k.gfco:z}day) THE TOTAL PRODUCT CURYE
-~ [for one input]

20 / Not:

15 Y Aversge Product= Qf]
= glope of line from origin w
pointon the TP curve,

8 Marginal Product = AQIAI
= 3lope of the el product curve
0 ‘ R Input
: ~ T (kg. DMiday)

L 3 5 9

{The slope of the total product curve reaches a maximum at an input use of 3 kg. DM/day in this
ilustration, at which point the contribution of an additional unit of input to the production of extra output
reaches a maximum. This is known as the marglnal product of the input. The average 'produg_r_iviry’ of
the input is at & maximum at an input use of 5 kg. DM/day in this example. The..maxfmum total productr‘on
is achieved at an input use of 9 kg. DM/day, at which point the marginal productivity of the input is zero,

ie the last unit of input contributes nothing in terms of extra output and is therefore not worth using

unless the input is free.]

2. It follows that it will pot always, or even usually, pay to try and maximise yields or outputs. If
the last bag of cake or fertiliser does not pay for itself in terms of additional output, then it does not pay
to use that bag. Decisions on input use are approprialely taken at the margin. The implication of this
relationship is that increases in output prices are likely to increase the amount of inputs- which it is
prefitable to use and vice versa. Similarly, increases in input costs are likely to reduce the level ounput
use which are profitable.

3. Improvements in technology {new, higher yielding cereal varieties, BST etc.) wiil ghift this
production function downwards (and often to the right). This will encourage greater levels of ouput and

more eflicient input use, which may or may not involve greater levels of input use (or greater intensity).

€ Pret. D. R. Harvey. Dept. Ag. Econ. & Food Marketing, The University of Newcastle Upon Tyne Novem




Extensification Schemes and Agricultural Economics: Who wilf take them up? 4

Profit maximisation implies that farmers will try to improve their businesses continually, adopling: new
technglogies as and when they are expected to improve the commercial performance iof the farm, gince
this is a continual process, it is easy to confuse the consequences of new fechnoldgies and imp\ioved
practices (in the past often associated with increased output levels) with responses to gchanges in product
prices or production costs. Economic theory provides a basis for making the important distingtion
between these two effects. In the following iparagraphs, it will be assumed that tecHnology is conLant.
This allows us to examine the consequences of changes in prices and costs mmiaﬁj_qm of the onéoing
changes in technoiogy.

4. The logic of the single variable input case extends to more realistic siiuatioﬁs in which seyeral
inputsiare regarded as variable. So long as the principle of diminishing returns conl'lnues to hold Ihen
several inputs are considered variable, then it remains true that additional units of output will reguire
successively mare and more inputs to obtain. it follows that the cost of obtaining extra units of output

increases as the level of output is increased. In economists’ jargon, the marginal cost of cutput increases

as output levels are increased. Since the additional units of inputs will produce duccesively sn-taller
quantifies of extra outpu, it aisc follows that higher oulput prices are necessary 1o [justify higher input
use. |if output prices fall relative to input costs, then one would expect farmers to cut§ back on input use
and produce less. The cpposite argument, that falling output prices encourages farmers to produce more
o maintain income may have some superficial plausibility, but is inconsistent with profit maximisation -
since if it pays 1o use the exira inputs at lower output prices then it must have paid to ’Lse them a! hither
outpul prices. On the other hand, if it only just paid fo use the fast bag of cake or fer#i!iser at the higher
product prices, it cannot pay to use those last bags at lower prices. If the inputs do niot earn their kesp,
then profits and incomes cannot be improved by increasing input levels and output in: response 1o lower
prices. : F T

5. It could be argued that farmers (and other businessmen) are only profit ma)&imisers when ‘they
are forced to be. At high oufput prices, it may not be necessary 1o maximise ﬁrofits to obtain a
satisfactory income. But as output prices fall, so it becomes necessary to pay moqe attention to| the
business in order to mainta‘in income. In these cases, farmers might increase input Ietels {and ther4fore
increase output) in response to falling output prices, implying that they were econemically inaffiéisnt
{using insufficient inputs and producing too little) at the higher prices. While this niay apply to some
farmers, there is no evidence that the induslry as a whole responds in this fashion. The introductiorl'a of
milk quotas provides evidence of the counter argument. As dairy farmers reduced congentrate feeding to
comply with the quota restrictions, so many discovered that their margins over varijble costs actdally
improved rather than declining - ie. they were feeding tco much cake prior 10 the intrd!duction of quotas,
rather than too little. 1

6. It can also be argued that farrners-wi:ll iry harder to improve their businesset by adopting new
technologies and practices when the profitability of the farm is threatened. |In this case, cost/price
pressure could result in increases rather than reductions in production. However, lhc.ié adeption of new
practices and techniques requires time and effort, and often additional capital investment. The 'rgpid
adopters’ of new technologies are usuaily well established and successful farmers, or new entrants toJ the

industry - not those about to 'go under. This suggests that profitabilty is a preco ldition to adaption
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rather than the lack of profitabilty being the spur for greater effort. Although the understanding of the
relationship between adoption rates and profitabilty is not well establishec, there is evidence thatl it is
positive rather than inverse - that is that adoption of new technologies is more rapid when farming is
generally profitable and reasonably secure.

7. There are two relatively lrivial extensions to the predictions of profit maximisation at the farm
level. First, farmers will tend to substitute cheaper inputs for those which are more expensive. I
fertilisers and chemicals are taxed, which increases their costs, then farmers will tend to substitute
pthar inputs for chemicals and artificial fertifisers, such as manure and different cultivation practices.
Second, farmers will tend to switch their resources and effort away from less profitable enterprises
towards those which are more profitable. If, as has been the case in the recent past, cereal farming
becomes more profitable than other forms of farming (because of rapid improvemenis in cereal varieties
as well as favourable markets, supported by policy), then we would expect farmers to increase their
cereal operations at the expense of ather forms of agriculture. We would also expect that the resources
attracted into the cereals sector as a result of this improvement would be less suitable to cereals than
those which were already engaged in cereal growing. Both of these expectations are borne out by the
recent UK experience,

8. The production functions underlying the farming activity may be such that larger operations are
able to operate more efficently than smaller businesses. Evidence from Dawson and Hubbard (1986) for
instance, suggests that the most efficent size of dairy enterprise, on average, is about 130 - 140 dairy
cows. The existence of economies of scale (the technical 1erm for this phenomenon) encourages firms to
expand to their awn optimum scale. This optimum will be different for each farm, since the ability and
capability of resources (land, labour, capital and managerment) will differ between farms, and therefore
so will the production functions applying to these farms. In the past, economies of scale have also tended
to increase with technological change, Both the first agricultural revolution (lhe mechanical) and to a

- lesser extant the second (the chemical) have been associated with increases in the optimum scale for most
farms. Whether or not this also applies to the third revolutior; {the biclogical, biochemical and genatic} is
a matter for debafe, since there are some indications that this revolution may enable smaller scale
operations to compete effectively with larger ones. This tendency for farms to expand {or, in the future
parhaps contract) to their optimum scale, however, should not be confused with their response to outside
stimuii.

9. Economies of scale, howevar, ara not the only or even probably the most important reason for
expansion of the farm business. Profitable farmers will make more money than they wish to use for
purely consumption purposes. Both personal preferences and the operation of 1ax incentives and penalties
encourage these farmers to re-invest surplus rsturns in the business. Profitable farms would be
expected to get bigger, and, at least in capital terms, more intensive. Conversely, reductions in
profitablity would be expected to reduce this tendency., w _ _

1C. There is cne further complication to consider before turning 1o the implications of this theory for

extensilication. The preceding paragraphs have dealt with the individual farm, but the combined effect of
farmers’ responses is also important. M farming is profitable, then more pecple will want to be farmers

and more farmers will want 1o expand. The total demand for agricuftural resources will increase,
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especially for land. Since the total supply of land is more or less fixed, this increase in demand will

cost of owning or using fandg) will decrease. This is the theorstical analogue of the old adage that fdrmers

increase rents and land values. As a result, farming profitability (having taken accijnt of the oijnunity
are their own worst ensmies. In trying to expand, all they stcceed in doing is driving! up their costs, thus
choking off the incentive 1o expand. However, as land values increase it becomes more aftractive to
improve land, through drainage and clearance of woodlands and hedgerows, for instance. Agai3 the
recent UK experience is perfectly consistent with this prediction. There is no reason ‘lo suppose thIt this
logic is not reversible. As profitabilty falls, so land prices and rents will fall, as has béan happening since
the lale 70s, and the incentives to improve land will also be reduced. In addition, capital invastment will

also tend to fall as machinery and equipment are replaced less frequently, again amﬂly borne out t1y the
recent experience in the industry,

t. Because of the strictly fimited supply of agricultural land, the principle of?diminishing re;turns
applies at the aggregate level for agriculture. High product prices or low input costé encourage greater
output levels and input use on the same area of land, in other words, the intensity of lagriculture wif tend
io inctease. The reverse also applies - as the cost/price squeeze intensifies, so prodts are reducel and
intensity would be expected to fall. While this conclusion may seem to fly in the 1acei§ of common s:ense,
the logic is as follows, Fewer people, either as workers, farmers or owners of capital involved in the
industry, will be able to earn a full-time living from farming and will either be Torceﬂ out or will find it
neceskary to supplement or replace their farrnmg income with income from other acilvnes and sojrces
Returns 1o rescurces {labour and capital) staying in the industry will fall, so that réturn per unit (£ or
hour) can only be maintained if some of those units leave the industry. Capitai plant and equipment will be
replaced iess frequenily, so costing less in depreciation, though perhaps more in maﬁntenance, projiding
greater employment for local blacksmiths and engineering shops. The value of capitaf}assets will faii{, and
the capital charges associated with the investment will fall. Labour (both farmers' i:wn and hired) will
seek alternative employment either in the local areas or elsewhere. Buildings and redundant cottages will
leave agriculture and be used for other purposes, so that investment charges associated with this st :ck o
be paid for by agricultural production will alsé fall. Land, howaver, will only leave l{'\e industry ilclhere
are equally profitable alternative uses. If the demand for land for alternative uses isi limited, then rents
and the value of land in agriculture will fali, and the costs associated with this investment will also fall
New entrants into farming will be able 1o se! up practice with lower investment and lower capital ch rges.
Existing farmers will either raeduce their own investment or borrowings, of be iorced}encouraged EL

| :
the industry. In other words, the fixed costs of the industry will tend to fall. Farming will become less

out of

intensive. Whether or not this is also associated with actual reductions in output will dépend on what else

fall.

is happening in the industry. So long as there is no ‘echnological change, then ouijut will 1end to
returns fall.

None of these tendencies are in conflict with trends already apparent in the industry al

12. The discussion so far has avoided an exact definition of jntensity. By implication, however; the
theory suggests that intensity has to do with the concentration of inputs and resources on the land base.
The more inputs and resour&es_ are applied to land the greater the level of output per heictare and the ore
intensive is agriculture. The less inputs and resources are used, given the state of *echnology anjﬂthe

structure of the industry in terms of farm sizes, the less intensive is agriculture. Greater intensification
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implies diminishing returns to all inputs and resources other than land, and increasing returns to land.
Rents and land prices are logically associated with intensity of agricuiture. Falling rents and land prices
sugges! reductions in intensity. In the limit, at the so called extensive margin, land would become a free
good as far as agriculture is concerned. Land would only be used for agriculture at this extensive margin
if it could be farmed so as to pay the other costs of production, leaving nothing left over as a return to the
land. If returns to agriculture are insufficent to pay for the non-land inpuls and resources, then land will
be left idle, essentially there for the asking. While such a state of affairs is not uncommon in ‘land-rich’
countries such as North America, it is rather unlikley in land-poor countries (densely populated) such as
the UK. increasing demand for land for other uses raises the extensive margin to the level at which
agriculture can earn sufficent returns to the land to attract it away from alternative uses. In the uplands,
this does not need 1o be very much. In the lowland areas round large conurbations, it needs to be rather
greater. Increasing demands for land for leisure, recreation, amenity, extensions of living space ete. will
tend fc raise the extensive margin for agriculiure.

13. Recent trends in land prices and rents imply a reduced intensily of agriculture. Whether or not
the environmental implications of this reduced intensity are sither discernable ysel, or are exactly what
are expected or required to improve the environment is another matter. This reduction in intensity is
consistent with the theory. It follows & reduction in the returns to agriculture brought about by falling
product prices in real terms. To the extent that falling product prices also lead to falling input and
resource costs, then the extensification of agriculture will be reduced. There is reason to suppose that
falling returns to agriculture will lead to falling input and resource costs, Input suppliers find that their
markseis are no longer expanding, ¢ompetition becomes more intense and farmers become more
cost-conscious, and input prices are reduced. The fertiliser, chemical and machinery sectors pravide
evidence of this tendency. As for the capital and labour resources, falling returns will tend to lead 1o
those with the highest opportunity costs or actual costs leaving the industry first. Hired labour is
replaced by family or own labour, borrowed capital is reduced before equity capital, smart and flexible
managers lsave for other activities {often on a par-time basis). The returns necessary to retain the
remainder in the industry fall, and the associated costs fall too. .

14, The implications of the theory so far can be summarised as the necessary changes for a reduction
in the intensity of agriculture. These are: 7

i. reductions in the prices of agricultural products;

ii, increases in the prices of agricultural inputs;

ili. increases in the returns to be earned by capital and labour in non-agricultural activites,
particularly for those resources which will not otherwise leave the industry, je those with f{ew
alternatives elsewhersa.

While it is tempting 1o seek technological fixes to the problem ot excess Intensity, by proposing new
technologies which enable farmers to survive at lower levels of intensity, these will be ineffective unless
‘the incentives {as above) for the adoption of less intansive systéms are introduced. By the same token,

" taking land out of agriculture will, other things being squal, increase the intensity of the land remaining in
agriculture.

15. The short answer to the question posed in the title of this paper (who will take up the
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extensification schemes) is 'nobody' unless the accompanying economic signais are=sufficient to vtrrent

their-consideration If the extensificaticn schemes are not either assoclaled wnhLor do not explicitly

fined above. If the
signals are sufficient, then there are two answers: those who 'can afford to' and thdse who 'can't afford

mclude the above signals then they will be inefective in reducing intensity, as d

not to'.  Those who 'can afford to' will use the schemes to do things which they could have done anyway
and will thus cost the treasury and taxpayers: money which need not have been spen‘. Those whaol'cant
afford not to* will be able to remain in the industry because of the schemes when o:Lherwise they woutd
have been forced out. In this case, the extensification schemes will be a disguised form of welfare or
adjustment payment, -though without any of the conditions or objectives which are pormally assogiated

with such schemes. |

16. Neverthsless, the Community regulations (OJ No. L167, 26.6.87, p 2.3) dcl not correspond to
this definition of extensification, since they make provision for the *withdrawal from agricultural
production of farmland” in order to reduce production by the required 20% (para 2, =;Articlﬁ 1a}, so long
as this withdrawn lancd is "left fallow with the possibility of rotation, afforeisted or use: for
non-agricultural purposes™.  Furthermore the provisions go on to define exteniification of cereal
producticn as the reduclion in cereal area of at least 20%, while the definition for bd‘ef is a reduction in
livestock units of at least 20%. In the context of the above discussion, these measurés do not represent
extensification necessarily, in the sense that the remaining production is likely to carne“ltlwnh
similar, if not more inputs per unit compared with current practices. This will be lh case the
prices of the products are reduced or the costs of the inputs are increased. It would be better if these
provisions were inlerpreted as meaning "set-aside”, which has rather different environmental
implications and different implications for farm business re-organisation. |

17. Set-aside schemes are a form of quota mechanism, since thers is eithe* a compu!sorL or
voluntary limiting of the guantities produced, albeit indirect since it is the area which isi controlled ana not
the yield. Buckwell (1988} explores the arguments about set-asides for cersals \#hich need not be
repeated here. Limits on the amount which can be produced, it effective as acfual constraints on
behaviour, bacome in effect licences to produce at support prices. As such, they becoms va!uTab}e
(witness milk quotas). [f the total returns to preduction are reduced by the introdu tion of quotas, as
they were for milk and as they must be for quotas to be effective, then the only wz‘;y that quotas can
become valuable is for other costs of production to fall. Reduced returns can only pay reduced bills, and if
the queta is a new requirement for production:and is now costly, then other cosis must fall. So long as
the quota is freely tradeable, then the reduction in other costs is equivalent to a redluction in inten?sity,
however it manifests itself. In the case of the dairy industry, it has frequent!} rasulted in the
substitution of grass for cereal based milk production, which is a less intensive form qf dairy production,

o
on the transfer of quota (as would be the case with a set-aside scheme which s, by dafmmon tied to the

though often is associated with a more intensive use of the grass-land. Howaver it estnctlons are

land base), then the logic works rather differently.
18. Under a system of land-based set-aside, the farm is faced with what amounts to an additipnal
product which it can procuce - the set-aside: The uptake of this new product, in ]favour of exis}ing

products, will depend on its relative profitability and the ease with which it can be fs'.seb into the exisiing
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farm practice. Clearly, if there are no production-related conditions 1o the set-aside scheme, so that
any land can be taken out of production and devoted to set-aside regardless of its productive potential,
then it will be most profitable to remove the least productive land on the farm. The proportion of land
removed will seriously overestimate the reduction in production resulting from the scheme. Farms which
are currently operating at their optimum scale, in terms of capital, labour and other inputs in conjunction
with the land base, will not find it particularly attractive to reduce their land areas by producing
set-aside, since this will alter the balance between their resources and inputs and tend to increase the
costs of the remaining production. In order for these farms to take up the scheme, either the incentives
to produce set-aside musi be panticularly atiractive or these farms wilt have to release capital, labour
and other inputs. Those farms with hired labour and significa‘nt borrowed capital may find that the
possibility of producing set-aside rather than capital and labour using crops is attractive, though this will
depend on the extent to which the set-aside land is surrounded with conditions of use which entail the
continued use of these resources. For those farms operating with their own labour and capital, the
production of set-aside allows for the reiease of some labour and capital 1o other uses, including leisure.

19, Those with overcapacity in machinery & labour are likely to find set-aside even less attractive,
unless the terms of payment for the set-aside are very generous. The most likely adopters of a set-aside
regime are those with insufficent capital and labour for their present land area. Without mors detailed
data than is presently available, it is not possible to say how large a proportion of farms might fall into
this category, but it does not seem likely to be a particularly large fraction of farms. In any svent, the
take up of set-aside schemes will clearly be heavily dependent on the terms and conditions associated with
the scheme, but none of them should be seen as a way of reducing intensity of production on the land which
remains in production. In fact, there is reason to suppose that the set-aside will encourage farmers to
become even more intensive on their remaining acreage. This will be a sensible and profitable response if
the capital and labour released as a result of the set-aside acreage has a low "scrap value” to the farm,
or entails a substantial adjustment cost (such as redundancy payments or extensive job search costs).
Under these circumstances it will pay the farm 1o retain this capacity and use it on the remaining acreage.

20. From the budgetary perspective, with wheat at about £108/tonne on the domestic market and
about £60/tonne on the international market, it costs the Community in the crder of £45/tonne to dispose
of the surpius production, ignoring the additional costs associated with any intervening intevention
storage, which translates at average yields in the UK to £300/ha. It would appear ¢ make budgetary
sense to spend up to £300/ha. for a set-aside scheme, so long as the set-aside land actually yields at the
average level. |f the set-aside iand only yields half the average, though, the 'break-even’ level for
set-aside payments falis to £150/ha. With gross margins on wheat production at anything from £230/ha.
upwards, such payment levels do not seem liklely to encourage substantial uptake. If sat-aside payments
are to be set at levels sufficent to encourage a significant reduction in production, they may well end up
costing the budget more than current surplus disposal costs, This can only be justified if the set-aside
scheme produces social benefits in lerms of an improved environmant which outweigh the increased
expenditure,

However, it would be a mistake to judge the European Commission's intentions purely on the

Extensification regulations. Bath the Commission's preposals to the Uraguay Round (Marcussen, 1987)
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and the policy of agricultural stabilisers (European Commission, 1987) make it perfectly clear ihap the
Commission, if not the Council of Minsters, i$ determined to reduce the support pricés of those prc*ducxs
in surplus, and furthermore to reduce prices more severely the greater is the surplus, producticn, ﬁ this
policy is successful, then this will have more effect on the ‘genuine extensification a¢f agriculture in the

Community than the so-called extensification regulations and their implimentation.

. Estimates of “Surplus Land" ' 1

There is a number of studies which have transialed the present and projected juture surpiuses of

preduction, variously defined, into estimates of “surpius agricultural fand”.  The hrilhmetic of puch

questionable, L '

icommodity cah be
1

defined with reference to current domestic consumption in the EC. Although this deﬂnition is subject to

estimates is fairly straightforward. However, the underlying lagic is a good deal more

In its simplest terms, the arithmetic is as follows. The surplus production of each

dispute, since the econamic surplus depends on the prices which are set for the community and which

result in the rest of the world. At current {supported) prices, then the surplus is apprt)riate':y de:inet as

above. However, if the reference policy is one of free trade with the rest of the world [ of

market support in the EC, then community prices would be lower and world prices woulJ! be higher than at

nd the remov

present, and the preduction and consumption levels in the EC would alter as a 'result, the former
decreasing and the latter increasing. Under these circumstances, with marketsJ‘* clearing with no
government interventicn, there would be no surpluses, and the appropriate definitibn of the preLent
surplus production is then the difference between current production levels and those v\!#hich would perlain
under a free trade scenario.. There is no necessary presumption that this definition would preduce either a

higher or lower estimate of surplus production. * ‘

Given a measure of surplus p‘roduction, average yields per hectare can then be us;d to translate] this
surplus into area equivalents and the result is then an estimate of the surplus land airea. Refinemenis
include projecting future surplus quantities under different EC policy and market cdnditions, including
projections of the disposal or werld price levels, and considering different yield levels Yo lake accou 1t of
future technological change and farmer response 1o the implied changes in policy or matei cor:ditions.T
Table 2 summarises some of the estimales which have been made recently. The implication of these
estimates is that between 0.7 and 3 million hectares of land will become surplus o farm production
requirements over the course of the next 15 years or so. To put these figures in pergpective, the 1\985

areas and the changes since 1975 are shown in Table 1. j :

|

Table 1. Current {1985) UK Land lse, and changes since 1375 (An. ADSs. Stas, 1987)

Land Use (m. ha) 1975 1985 m ha. change

Total Tillage 4.82 5.265 +0.455 ;
+ grass < 5 years 2.138 1.796 -0.342] ‘
= Total Arable 6.954 7.061 : +0.107|

+ grass > 5 years 5.074 5.019 -0.055 !

= Total Crops & Grass 12.028 12.08 +0.052°

+ Rough Grazings 6.555 §.088 -0.467

+ woodiand on farms 225 312 +0.087 |
+ other tand on farms 71 . .223 +0.052
= Total Farm Land 18.978 18.703 -0.275]
______________________________________________________ e
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It can be seen that total tillage (all land under crops) has only increased by 0.45 m. ha, while the area
under temporary and permanent grass has declined by almost the same amount. As a result, the total
area u.nder crops and grass has increased by a very modest amount (52,000 ha). Nearly 1/2 m. ha of
rough grazings have been lost, mostly to forestry, while there have been very slight increases in farm
woodiand and other uses (including such things as camping sites etc.). Changes in land use over the longer
term have been equally unremarkable, though generally in the opposile direction. The total arable ares,
for instance, has declined by only 0.8 m. ha. in the forly years since the war. Given the enormous effort
to increase domestic production during the war, and the comi‘nuaf erosion of the agricultural land area

since lhan to provide for building, roads etc., this does not represent a particularly large area.

Tahle 2. Estimates of "Surplus Agricultural Land"”

Source Area Detinitlon Date Range Main Estimate
Studled {m. ha.} {m. ha.)

Wye College UK & area available for T
other uses: 2000 1-6 3 -4

Laurence Gould GB Surplus to needs 1990 09 -125 1.1

' 2000 24 -29

Gretton Report GB 2000 2.6

NFU GB area available for 1990 0.7
other uses: 18495 1.3

CASB, Reading E&W . Low gross margin 5 years 0.2 - 22 1.3

' : (area equivalent forward (free trade)

of reduction in 1.9

production intensity) (EC quotas)

In the context of the historic changes, briefly oullined above, these suggestions of surplus land
conjure up a period of remarkable change in the countryside, if they are to be taken as a. reliable
projection for the future. Can they be regarded as reliable?  The most recent discussion of -future land
use changes (Agriculture EDC, 1987) is careful not to present estimates of 'surplus land'. Rather, it
{akes the view thal land would leave cereal preduction and return to other agricultural uses, especially
grass. It suggests that around 720,000 ha could leave cereal production, and concludes that, whilst
significant ¢changes of use are likely, the overall pattern of land use will not be dramatically different in
the mid 90s from the mid 80s. Navertheless, there are likely to be substantial changes on individual
farms, since the future pattern will be made up of individua! decisions and these will differ according to
circumstance.  The Minister of Agriculture, however, in his speech at the opening of the confarence {Ag.
EDC, 1687), reflected more popular opinion when he said "there can be no doubt! that considerable areas of
the countrys'i'de will be looking for uses other than conventional agriculture in the years ahead. | looked
with eager expeéia!ion 10 see what specific overall figure for the number of hectares likely to become
available this report came to, but was not too surprised to discover that even this well qualified group of
experts shied away from giving one”.

Similar calculations could equally well be done with the labour force or with the capital investment in

agriculture, although for some reason this does not seem to be done with any frequency or high visibility.
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| |

As an example, however, suppose that the reductlons in output necessary for the Isustalnab{llty of the
CAP or the couniryside Is of the order of 20% (which is the ‘target’ reduction in production specified in
the European Commission's regulations, and is approximately equivalent fo a "fand Burplus” estimate of
about 3.7m ha. for the U}(}. For the sake of sirplicity, it can be assumed that this% reduction could be
achieved through the release of either labour or capital from the industry, ralherlthan land. in the
context of historical changes in the agricultural industry, changes of 20% in the?labour and capital
employment in the industry are commonplace over relatively short time horizons. %'The full-time Lhired
~ labeur force has declined by more than 30% in the last ten years, while the tdial labour forte in
agriculture has declined by 18% in the same time (HMSQ, 1987). Capital invasirﬂiem in the industry,
measured as total assets in agriculture in real terms, has declined by 18% over the same period, after a
significant rise during the last half of the 70s (Johnson, 1986). In other words{ in the conse\xt of
prevmus patterns of change in the agriculiural industry, the release of labour add capital from the
industry seems a much mere likely response that the release of land. W icliows that‘-anempts to release
land from agricultural production are likely to be both more difficult and more expensive than attempts 1o
release more capital and labour. There is no reason to suppose that relesing capital dnd labour wou; d be

any less effective than releasing land as far as curtallmg production levels are concerr{ed

IV. Some Preliminary results with Implications tfor extensitication

The Cenire for Agricultural Strategy, Reading, in conjunction with the ITE, Merle{waod, has reJently
carried out a study of the Countryside Iimplications of Possible Changes in the Commoil'l Agricultural Policy
for the Depariment of the Enviromnment (Harvey, ey. al. 1986). The specification of fhe policy scenaﬁos
examined in this study, and their impacts at the aggregate level on farm prices, are s?mmarised in Table
3. i !

Table 3 Summary of policy scenarios

D

: | i
Policy Scenario Price Changes Quota Limits O!J'Aer Changes!
(to the tarmer) '

—_— - — ——

Fundamentalist: None, other than Milk only, as '85 None
trend changes \
.......................................... O U
!
New Libenarian: European Free Trade None Norfe -‘
eg. cereals -22% ‘
L'stock prods. -40%
Milk -32%
P L L e L L L T L LR T R ) I T LR T N R ersevannnanna [
Pragmatic: ‘ Cereals -15% Milk only, as '85 Norle |
{Co-responsibility levies) - Beef -5% *
Crisis: None Ceareals & Beef Norie
@ EC Consumption : ;
levels (+ Mik) |
' ‘ 1
Tre Impacts of the Scenarics on Land Use, The effects of these policy scenarios on land use decisions

and farm production activities, as well as on ernp loyment within and related to the a49ncultural 1ndLrslry
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form the major part of this study. The identification of the likely production responses within the farm
sector, and the relationships between production decisions.and the associated land-use and employment
outcomes are pivotal to the rest of the analysis. It has to be said the the 'state of the art' in this area is
not very firmly established. There is room for considerable debate about the likely farm production
responses 1o changes in policy settings, and also about the implications of these responses for land use and
employment. '

i. Aggregate Farm production respopse to policy changes specified under the four scenarios is
estimated in this study at the aggregate, national level by using an existing model of the CAP developed by
Buckwell, Harvey, Thomson and others at Newcastle University. This model makes use of previous
research on commodity production response at the aggregale level, and provides estimates of production
and consumption changes (inter-alia) resuiting from policy and price changes. These estimates are
regarded as being the ‘best’ available at present, but it is recognised that much more work is necessary to
elaborate and validate such response coefficients. In particular, the work being carried out at Manchester
{Burton, 1987) on modelling the Depanmental Net Income Calculation, should provide more robust
estimates of supply response and associated input and resource use for the UK than has been possible to
include in the Newcastle CAP medel,

ii. Implied Land Use changes These estimates do not include the underlying changes in.land-use {and
hence the regional distribution of production changes) and production intensity which would be associated
with aggregate output changes. In order to estimale these, a land allocation model has been developed
specifically for this ptoject (the 'Reading' model). This analysis relates the aggregate preduction levels
to the underlying land base, spscified as the amounts of land of particular preduction characteristics and
possibilities available in England and Wales. The model 'allocates' the production levels specified al the
aggregate level to the various land classes {and thus to regions etc.) on the basis of maximising the 'gross
margins' (as fotal returns less variable costs of production, eg fertilisers and chemicals, fuel and
repairs). In addition, the Reading model is used to verify and calibrate the land classification system and
the associated land uses (cereal production, livestock numbers etc.) to the aggregale production and
ﬁfinanaia}» statistics provided by the MAFF (eg in the Annual Review White Papers under the 'Depa;tmental
Net Income Calculation™).

iii. The Land Classification System. The description of the land base usad in this study is provided by
the Land Cilassification system developed by the [ngtitute of Terrestrial Ecology (ITE). This classification
system has the advantage of being explicitly related to the landscape, wildlife and natural resource
characteristics of the countryside, detailed on the basis of intensive surveys of a statistical sample of the
total land area, so that at least in principle changes in land use associated with changes in agricultural
policies can be fraced through explicitly to changes in the countryside down {o the field level. It has the
additicnal .advantage of being based on the (kilometrs) grid square of the whole country, so that the
results can be aggregated or disaggregated 1o any level, though the statistical reliability of the results for
the smaller areas (a single National Park for instance) would not, at present, be sufficient to be useful.
For the purposes of this study, however, il does ailow for the presentalion of the results at the regional

level.

The production characteristics and linancial consequences of agricultural land use are already
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identified with the physical and ecological dala on the land classes in the ITE sys?tem. in princlple, it

should be possible to use this information 1o ‘analyse the consequences of changing droduct prices etc. on
|

land use. To do this, some rules or relationships determining how land use would c}iange in respo}mse to
changes in policy and product prices are needed. The Reading land allocation model pli'ovides such a set of
rules or criteria which determine the re-allocation of land between enterprises in response fo changes in
gross margins (ie the difference between the total receipts from farm production an»:! the variablercosts
(fertitisers, chemicals, etc.) of that productien). : ‘ |
Figure 2 shows the actual 1984 situation in terms of the distribution of. land usesf:. by DoE standard
regions in comparison with the distribution which the 'Reading' model suggests would maximise the total
gross margins earned by these farming aclivities (the ‘optimum'). The actual 1984 stuaticm is sho#m as

ihe central overlaid narrow columns in each case, while the ‘optimum® allocation {

v
1

hown as the ;wide,

background columns in each case) is delermined assuming no change in prices, ‘costs or aggregate

production levels, but merely through the reallocation of land types among the competing enterprises. It

will be seen that the model suggests that there Is already some scope for the re!easlof agrfcul:ura’ land

{identified in the graph as 'LGM, or ‘low gross margin’ land and amounting to some 1m. hectares in'total,

\

9.5% of the current agricultural land area).

Figure 2. 'Optimum' Land Use Distribution (wlde) versus 1384 Lancg Use (narro}v)
: I !

1
% ‘Optimum’ Land Use Distribution (wide) versus 1984 Land Usei (narrow)
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Source: Harvey et al (1986)

The proper interpretation of this result is that it is an indication of the inaccuracy and simplicity
of the current model. There is littie sign that anything iike this amount of land is currentty ‘logking| for
alternative uses. It is true that there are some areas of land in all regions which are béing turned over to

allernative yses such as leisure, housing. recrsation, environmental 'reserves’ ur.Lder management
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agreements, increased living space, forestry and woodiands and so on, but not on this scale.

indication of the meaning of the the release of land suggested by the model

As an

the total gross margin for
England and Wales as a whole is only improved by 1.7% as a result of the reallocation and release of land
under the 'optimum’ result. This minimal improvement is not likely to provide a sufficient return to
warrant the adjustment and capital investment costs associated with the re-allocation and the implied
additional intensification of the remaining land area. In the terms of the theoretical discussion above, the
fact that the prototype model ignors the fixed cost elements of the tarm decisions is critical.

However, the relative tendencies may be valid and the results may be taken as providing an initial
indication of the sorts of land use which are "under threat”, in the sense that these areas could be armong
the most likely to be transferred to alternative uses, since they have the iowest value in agriculture, i
appears that the East Midlands region as a whole is the region most likely to see some significant transfer
of land under the 'stalus quo' option, with lowland livestock and cereal areas being reduced in favour of
some other use. Following this region, the North West, Yorkshire and South Humberside, and the West
Midlands regions also show signs of some release of farm land, concentrated in the lowland livestock
farms and in the cereals area. lowland livestock use is also under some threat in the Northern region,
while the non-dairy lowland livestock uses are the 'marginal' activities in the South West and Wales.

There are clearly many more factors which determine land use than the few very simple factors
included in this prototype model, and it is not possible in this study to decide how impertant these omitted
factors might be. There are two major omissions: the model does not include the fixed costs associated
with livestock, plant, machinery and equipment or bulldings; no non-agricultural fand uses (eg.
woodlands, tourism and le.isure uses, building and living-space land uses) are included in the model. As a
conseguence, all of these results must be taken as preliminary, tentative indications rather than hard and
fast projections. In view of the fact that the model does show some substantial land use changes even
before the policy scenario changes are introduced, the 'policy run’ results are shown in comparison with
the ‘optimum’ land uses rather than the actual '84 distribution. This allows the separate effects of the
policy changes themselves to be isolated from the internal behaviour of the model. . ”*' .

Figure 3 shows the aggregate results of the model for the principle land using agricultural activitie
dealt with in the modeling exercise for each of the scenarios identified in this study, including the
‘optimum’ identilied above. The. most obvious and important feature of these results is that the lowland
fivestock activities, especially beef and dairy, but also lowland sheep in the New Libertarian case, suffer
the major reductions, while the upland sheep activities (perhaps often associated with the ‘marginal’ land
in the public mind) remain remarkably stable regardless of the policy scenario considered, even in the
case of the New Libertarian scenarioc which is the one case in which all Less Favoured Area (LFA)
payments are assumed to be removed. The total gross margins earned on upland sheep would clearly
suffer considerably, but the model shows that there is some seconomic advantage 10 be galned by
continuing to use this 'marginal' land even in the 'worst’ agricultural scenartio imag’ingble. It is to be
expecled thal the market place would reflect this economic advantage in time, though the ability of
existing farmers to survive the economic storm would depend on their current asset and wealth situation,
as well as their ability to draw on non-agricultural earnings. In many cases the survival of the upiand

sheep activity would depend on new farmers taking over from the existing shepherds and their families.
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The second implication 1o be drawn from Figure 3 is that the cereals area (perhaps identified by many
as the major culprit in the apparent deterioration of the rural environment in recent years) would tend to
increase under both the Fundamentalist and the New Libertarian scenatios. The Iatterlresult is 1arge|y a
consequence of the improved prices and margsns to be earned on cereals [elalive 10 livestock in |thlS
scenario, in spite of the general reduction in all margins and prices. This relauv¢ change may be
exaggérated in this case because of the particular prices used to define the New Libertarian SCenario.
Nevenheless the eccnomic logic of the New Libertarian scenario dces suggest that 1hig change in reiative
prices would be maintained, if to a smalier extent, under different world market condmbns In this sense ‘

then, it may well be inappropriate to blame the existence of the CAP for the increase’in the cereal Iarea
since the removal of the CAP could well increase, rather than reduce, the cereals area (aithough perhaps
a! gererally lower levels of intensity and thus cost, to be consistent with the fower prices for cereals).
This conclusion is further exemplifisd by the result that the 'optimum’ solutiod indicates tha! the
cereal area would be reduced, aibeit with some increase in the intensity with which the remaining cereal
acreage is used. An interpretation of this result is tha! the major growth in the ceveai area is a!ready
past, in the sense thal if current conditions were expected to persist indefinitely sol'na tendency fbr the
overail area of cereals to be reduced, and intensity increased, might be expected. It is, perhaps,
encouraging that the Pragmatic and the Crisis scenarios both result in some reduction in the cereals area,
though not obviously ‘in favour of lowland livestock (ie not geherally towards a mc;re mixed agri(lzulture

often associated in the public mind with a more desirable rural environment). ! i
. I I

Figure 3. Land Use In England and Wales under various policy ‘lscenarlos !
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The third implication of the aggregate results is that under afl bu! the Fundamemalsz scenano there
is an increase in the area of land which can be described as "gross margmal“ that is the l\ow gross ”

margin' land. The made! identifies this land as "surplus” in the sense that using it, given existing
i ' 1

|
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technologies as reflected in the definition of the production activities through yields, stocking rates ete.,
detracts from rather than adding to the lotal gross margin to be earned from the land. However, it is not
gross margins which provide incomes and savings (lo be invested in land purchase for instance), but pet
margins, ie net of fixed costs. As the industry adjusts to a situation of reduced gross margins, so one
would expect that these fixed costs would also be reduced as investment is reduced and labour is released.
The level of intensity would also be expected to fall in these circumstances, and while some land might be
refeased to aiternative uses (not included in this preliminary analysis), this LGM land might be better
thought of as the "hectare equivalent of the potential reduction in intensity which could occur over the
whole land base". The consequences of this potential reduction in intensily are obviously likely to be
significant for the environment and wildiife, but this aspect of pessible changes in land use has not been
properly explered in this preliminary siudy.

An indication of the scope for intensification and extensification is provided by the gross margins
computed by the model. The results show that the total gross margin for England and Wales changes by the
following proportions comparsd with the 1884 situation: Fundamentalist +9.8%; Pragmatic -10.8%;
Crisis -10.0%: New Libenarian -40.8%; Neaw Libertarian {with the added restraint that all the land
should be used and none released) -43.6%. It is clear that an improvement of less than 3% in total gross
margin associated with 'allowing' the model to release land in the New Libertarian scenario is unlikely to
provide an adequate return on the additional capital and fixed costs associated with the implied more
intensive use of the land remaining in agriculture. In other words, the result provided by the model for
the release of land is likely to be a consequence of the simplified model structure rather than a reliable
indication of the probable consegquences of the scenario itself, though the resull can be taken as an
indication of the potential for more extensive systems o be employed, as already noted.

Figure 4 shows the results of the Free Trade policy scenario in comparison with the 'optimum’.

Figure 4
% ‘Optipum’ Land Use Distribution (wide) versus 'New Lib,' Land Use (narrow)
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The region which shows the most dramatic increase in LGM land is the Eaét Midliands followed 'by the
North West, Yorkshire etc. and the West Midlands, while the South East, East Anglia apd the South Wlfes’. do
not show such marked tendencies to 'release’ land. Since the mode) ignores %on-agncunur%l uses
entirely, these results are to be expected. In practice, one would imagine that recleationzl and émenily
uses of land would tend to take over from agriculture, as farm margins are reduced, in those areas close
to the major urban concentrations and in those areas which are alréady heavily in%‘olved in tourijm and
recreation, including country cottages and hbliday homes. 1f so, then one would expect the Sout East,
East Anglia, and the South West 10 'lose’ rather more land than shown here, and the other regions
correspondingly less. ‘ ’ ' i J

Given the price and margin changes under Free Trade, it is not surprising that ‘the lowland livestock
areas are under the most pressure, while there is a general tendency for the cereal areas 1o increase,
except in Wales and, surprisingly, East Anglia. The model finds that the margins to bf earned on liviestock
production in the land classes and types which pradominate in East Anglia are suffidient in reﬁahv:‘ terms
tc devote more Jand to these actwmes than elsewhere. However, it should be remembered that the
‘optimum® solution itself indicates a reduction in the lowland livestock activities in iast Anglia, and to =
large extant the New Libertarian solution i simply re-instates these activities, though there is Fsome
reduction compared with the present distribution. A comparison of the 1584 actual Histfibution with Free
Trade also shows the general result that lowland livestock activities are under mot! pressure frgm the
removal of the CAP in even more dramatic fashion that the comparison with the optf urm' solution, ‘

V. Conclusions. ‘

There is considerable room for ddubting that the European Commlssn:Jns regulano#s for
extensification, on their own, will allow an significant reduction in the intensity of agriculture without
substantial changes in the support prices for agricuttural products. Furthermore, the Fchemes seem likely
to :nvo!ve considerable expense and a major risk of "double spending - paying for‘agncunural cl-*anges
Whlch would happas anyway. The uptake of the schemes is highly dependent on-the levals of compenlsat:on
payment established for set-aside, while simple budgetary calculations suggest that any effactive

set-aside payment may well end up cosyting more than the current surplus disposal c%sts

The notion that agricultural surpluses can be simply translated into surplus ldnd in production is
subject to serious theorstical criticism and appears to contradict historical trends and .relationships.
Schemes to encourage the transfer of Jand cut of production are an attempt to push the agricultural
sysiem in an 'unnatural’ direction, and for this reason if no other are likley 1o be both expensive anE less

than fully effective.

There is, however considerable scope for extensification within agriculture, which would result

on or

from ‘a sustaed and substantia! cost-price - squeeze on the industry. Some form lof compensatj

adjustment programme would be necessary to persuade the farming comrnunny to aocepl this policy, but

it would be more: consuslent with the general thrust of Comm:ssuon policy than the extensification
programme. The conditions uder which the industry could be expectsd to reduce intensity of prodIction
are:

i.  reductions in the prices of agricultura! products;
| | |
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ii. increases in the prices of agricullural inputs;

iii. Increases in the returns to be earned by capital and labour in non-zgricuitural activites,
particularly for those resources which will not otherwise leave the industry, e those with few
alternatives elsewhere.

Given these conditions, one would expect the development of the industry, and in particular the uptake
of new technology, to reflect the changed commercial reality and to produce more extensive, though also
more efficient production practices. The corroltary is thatl such a scenario would allow fewer people to
earn a full-time living from agriculture, and there would be an increasec release of capital and labour (and

some land) from agriculiure to other occupations, either on a full-time or part-time basis.
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THE POTENTIAL IMPACT OF EXTENSIFICATION SCHEMES ON RURAL EMPLOYMENT

Absiract

This paper explores the potential impact of the Scheme on employment in

agriculture amd other .

industries. It first reviews the structure of rural labour markets and then anproaches the ‘problem -

using multiplier coefficients derived from other studies. : !

he Structur f a bo

For the first time, the structure of rural labour markets can now be inferred from population

census data (OPCS, 1984). This source of infermation is unique in that it has aésembied key statistics

for rural areas, defined as the "non-urban™ part of the country. The data were generated by first

defining urban areas in terms of land use and then identifying them cartographically. The data for the

"rurai” remainder were.then aggregated to county level (regions in Scotland).

The result allows aggregate comparisons between urban and rural Jabour

markets for the first

time, although there is no prospsct of time series analysis until another census (19917) has been

analysed on the same basis. The data provfde a broad descriptive view of labour markets which

becomes more revealing on an urban-rural comparative basis. Several comparisans are possible. The

national average might be the obvious starting point, but data for the old Metropdlitan counties are also

available. Since the latter are currently the focus of policy-makers' attention, they are also included

here 10 indicate the range of variability. The relevant data to summarise rurd! labour marKets are

dispiayed in the table below. These data show that 10% of the G.B. population is irural {as defingd}, and

33% is in the Metrolopolitan counties. Moreover, whilst the rural population is d
oversndowed with the middle aged and elderly, compared with Great Britaln

Metropolitan counties the position is reversed.  Naturally, agriculture is a m4

areas, but it is less important than manufacturing, distribution and other services.

eficient in youths and
as a whola, for the
jor employer n rural

In the Metrppolitan

counties agriculture has a minute share of employment but that of manufacturing, transport and other

services exceeds the Great Britain average. The results of such comparisong
by the industrial categories identified and the data reported are indeed highly agg

seven groups.

are panly determined

regated, covering only

i. I am grateful to my colleague Lionel Hubbard for useful comments on an earliajbr draft of this paper.



TABLE | - The Structure of Rural Labour Markets
GB Matropolitan Rural Metropolitan  Rural
Counties G8 Counties  GB
Number or % % of total or Index,
GB=100
Total Pepulation (thousands) 53,557 17,765 5,630 332 105
of which % aged: 16-24 141 14.7 12.8 104.3 90.8
25-44 26.3 26.2 26.3 1000 100.0
45-pensionable age 18.7 19.9 207 861 1051
pensicnable age 17.7 17.4 18.4 98.3 1040
Per cent Employed in -
agriculture 2.2 0.3 15.2 13.6  690.9
manufacturing 27.0 27.8 18.7 103.0 69.3
distribution and catering 19.2 19.0 - 17.7 89.0 92.2
transport 6.5 7.3 5.0 1123 769
other sarvices 34.0 352 319 103.5 93.8
Per cent of Ecenomically active -
men 60.4 90.1 89.9 _ 89.7 99.4
marred women . 56.9 59.3 48.6 104.2 85.4
single, widowed & divorced women 69.5 71.4 64.2 102.7 2.4
Per cent Unemployed -
man 10.5 12.3 7.0 1171 66.7
married women 2.7 3.0 2.0 111.1 741
single, widowed & divorced women 9.0 9.7 7.8 l07.8 86.7

kY

Source; OPCS (1984)




Eceonomic activity rates are important indicators of the pressure of demand for labour markats,
expressng the relationship between those in the labour market and those in the demographic group
available for work. For men there is little divergence of the rural from the naticnal mean, but rural
married women are substantially less likely to be economically active afthough there is'a smaller
divergence for the more active single, widowed and divorced womer. By contrast, the M@tropolitan
counties show much higher average male activity rates. Registered unempfoyn{eni is substantially Iowe{r
“amongst rural men than the Great Britain average and somewhat lower amongst both calegories d:f
- women. Again, the Metropolitan counties diverge from the average but in the{ opposite direction, with
:.higher registered unempleyment in all categories. However, the apparently tighter than av rage rural
labour market perirayed by the unemployment data is not the complete 1pic:ture. Thel level of

unemployment may also be explained by the smaller proportion of youths (who dominate the unermployed

nationally) in the rural population, by the extent to which those who become umemployed in rural areas
may respend by migrating to urban areas in search of employment, and, of cobrse, by lower economic

activity rates for all categories of worker.

ultipliers : a simple i

Multipliers may be used fo summarise the relationships between the different sectors of an
economy. They are a convenient pradictive tool where changes in the pattern of final demand {mainly
consumer expenditure) are proposed. |

; |

Multipliers are ratios, between the direct effect of a change in demand an | the total effetts on the
éc_onomy. These effacts may be expressed in terms of output, income or employment. Variou differenf:
jxp_e§, of multiplier may be used to trace the economic ripples from a particular gvent further m‘#ough the}
economy. These ratios are defined as follows: | ‘

|
I
1
i

Type | Output Multipliers = LRI ft |

Direct Effect on Output

Direct Effect on Output

Direct e’acts are changes in an indusiry's outpul required tc supply a unit increase in the final

demand for its product.



_ Indirect effects include the changes in the output of other industries in response to a unit change in
the final demand for the products of the industry in quastion.

Induced effects include the impact of demand changes on the househcld sector through expenditure

of the factor incomes (wages, rents and profits) generated by the change in demand, and indirect effects.

Type | and Type |l multipliers are generally estimated from Input-Output tables. (in this paper |
ignore the Keynesian multipliers which may be calculated from a more limited set of information, but

which are not industry-specific.)

We would expect Type Il multipliers to exceed Type | mullipliers in virtually all contexts. We
would also expect multipliers to grow as the size of a regional economy increases. This will be so to the

extent that diversity, i.e. the range of inleractions between industries increases with size of economy.

The procedures for estimating Input-Output multipliers for regions are now available at both
Newcastle and Aberdeen. The first study, including a detailed account of the method of estimation, was
by Hubbard (1982), and related to West Durham. A selection of the multipliers for that small

sub-regional economy is displayed in Table |

TABLE 2 - Selected Multipliers for West Durham

Agriculture Lodging & Catering

Output Multipliers

Type | 1.20 - .43

Type Il 1.43 .83
Income Multipliers

Type | .45 1.63

Type il .92 217
Employment Multipliars

Type | ™ 1.40 1.49

Type i |.86 .87

SOURCE: Hubbard (1982).



" These confirm the general comments above, indicating that, in virtually eery cass, Type Il
muitip!iers exceed Type | mullipliers. They also show that jn_this reqgicn, the multipliers for ladging and

catering are generally larger than those for agriculture.

These multipliers indicate the extent of the 'knock-on' effects, in West Durham, from a change in

final demand. Thus, if we consier only Type | effects, the appropriate employment multiplier tells us

that cne direct job created in agricuiture would also generate 0.40 jobs in related up- and down-sjtream
industries. !f we shift the focus to include expenditure through households, then|a further 0.48 jobs

would arise (.86 - L40) from the initial disturbance.

However, the analysis could further be extended to compare the effect in Wdst Durham wi{h the
impa.ct on the national economy. Type Il employment multipliers for agriculture on tf:he national economy
amount to 3.06. This implies that a unit increase in agricultural demand in West Durham generates a
further 0.86 irdirect and induced jobs in the sub-region and an additional 1.20 direct!and induced jobs in

the rest of the national economy,

A Cautionary Note

There are two major reasons why these results cannot be taken at full face value. First, the
estimation technique used for the local multipliers is known to overestimate because of the unavoidable
assumptions it makes. There have been some attempts fo estimate the extent of bias, in other contexts
Hubbard (1982) quotes various examples and Willis (1987) has carefully reassesséd the extent of bias
using this technique in mid-Wales. This source of bias does not, however, apply to the national
multipliers. This would suggest that the extra-regional effects of change in agricultural employment
{1.20 in the example above) are ynderestimated compared with the intra-regiénal impact (@}.86).
Secondly, only under highly restriclive assumptions can |-O multipliers be taken aé indicating thé final
situation after a demand disturbance has worked through the economy. Hub:bbard details these
assumptions and, since they are unlikely to apply in full we must accept that the 1-Q multipliers, eyen if
unbiassed, represent an upper limit 1o the extent of adjustment following from a change in demand.| This
second problem applies to both regional a.nd national multipliers: leaving us with|the ccnclusion that

regional multipliers are more likely to overstate impacts than national ones.

" Multipliers ara, nevertheless a convenient way of stating the degrée of intetdependance gf the
sectors in a regiona!l economy. Even if they are over-estimates, the conclusion| they offer that the

indirect and induced effects of a change in demand in West Durham, following a unit cpange in demahd for

agricultural output, will be less than the impact of such a change on the rest of the UK economy, is

undoubtedly more rebust than the ratic estimates themselves.




Taking the essence of the Farm Extensification Scheme to be a reduction in the use of particular
farm inputs without a corresponding reduction in farm income, what can we say about its regional
impacts? The interesting contrast here is between the cut in inputs and hence output, on the one hand,
and the maintenance of income on the other, Thus an input-output table might predict the relationship
between inpuls and outputs and the Type 1 multipliers would tell us the size of such 'knock-on' effects,

following the conventional assumptions regarding fixed factor proportions.

The Type Il muitipliers would show their ellect, taking households into the argument as well. Since
the Scheme implies a reduction in cutput, which is made good by a dirsct income transfer, we could
compare the cut in the output of the regional economy with the muitiplied-up expansion due to the

injected compensation.

However, we could go further than that, though, on the basis of the scheme detail. For exampls, a
raduction in the cereal acreage on individual farms would involve them in using less fertilizer, less
machinery (fuel, contract charges, repairs), less chemical sprays and less seed.  The most immediate
impact would thus bs on the chemical industry and its industry linkages. The machinery effects might
take some time to be felt, in farmers replacement purchases or be more rapidly absorbed by
contractors.  To the extent that arable farmers have already absorbed price cuts by reducing their
rapair bills by hiring their own mechanics, they may now have to bear more of this impact themselves.
That is, having 'integrated' upsiream .nto the machinery sector, they will now be allected by reduced
demand for machinery services! But the other element of the Scheme, the direct income supplement,
must be treated separately. It would amount to a direct income transfer to the farming community
independent of production. This could have obvious Type |l effects which will be retlected in household
expenditute. The possibility that the Scheme might fail to prevent some olher lucrative land-using

activity would, of course, change the muitiplier arithmetic here.
Ihe Net Impact of Farm Extensification

In the context of the regional economy, the Extensification Scheme will seek to reduce output of
cereals, beef, veal and wine (and other products as necessary). It will achieve this using direct

payments as an incentive, .
N
0




The regicnal economic impact will thus be given by:

dO, = aY, (k)/kp) -4 Oy Ky 0
where 0, = oulputincoms in région T
O, = output from agricufture ‘ :
Y, = compensating income supplement to aagriculture l}
d denoctes a small change in the variables *
K = the type | multiplier for agriculture | .

It

Kyt the type I} multinlier for agriculture

This identity tells us that the change in regional output {(or income) will be equal 1o the

compensation, multiplied up through the household sector aione (k k) minus the fproduct of the change

in agricultural output and the type Il muitiplier. Furthermore, we would expect isome refationship to

exist betwean d Ya and d Oa- because the intsnt is 1o provide farmers with }an incentive. Thus

policymakers might aim for: d Y, > d O,. Nevertheless, farmers would settle for tess than this because
the insstrument aliows them to save variable Inpuls. Perhaps the relationship would then be:

d {0, - Ia) where 'a is the value of variable inputs used in agriculture,

]

Whether or not the region gains or loses from the Scheme may thus be :calculated from the
compensation, (d Y), the gross margin d (Oa - la) and tha relevant multipliers, :
An_Example |

B |
Suppose the multipliers above for West Durham also apply in an arable area and that the cha¢ge in

output realised through the Scheme is £1m. The required minimum compensation wabid then be obﬁainad
from: |

|
8, = 40, 1y

weuid indicale d Ya = £0.8m

l
|
\‘
Setting 1,/0, = 0.20 ‘
|
substituling these values in () then gives: L

do,

(0.8 x 1.43/.20) - (I O x 1.43) |

n

£.953 - 1.43 '

- 0477



This fall in regional income implies a corresponding decline in empleyment, depending on the

prevailing relevant wage rates in the region. An alternative calculation would be to translate d O, and

dy, into equivalent numbers of jobs and estimate the net employment impact of these changes using

employment multipliers.

Such examples are useful as indicators of the potential contribution of schemes such as this to
further rura! {and urdan) decline. But they weould require much more precise specification ¢f schemes,

rates of uptake by type of farm and before their regional impact can he predicted. There also remain

the problems of bias referred to above.

Further work on impacts making different assumptions about the refationship between d Y, and d O,

would be revealing. It also remains 1o be seen whether any economic activity can be pursued on the land
under extensification schemes. That could further bridge any gap between regional losses due to falling
output and gains from compensation. Although the availability of cheap by estimated muttipliers is made

possible through GRIT, further data are required if the appropriate muitiplicands are to be accurately

measurad.

The main conclusion to be drawn from this preliminary examination of the Extensification proposals
is that their impact on employment is likely to be greater in urban areas, whers it may do more
damage, than in the rural areas. That conclusion is l}keiy to be more clearly established the more
tightly the rural boundary is drawn and the smaller the regions under consideration. The vulnerability

of the rural economy is compared with that of the Metropolitan Counties in Table 1.
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Geographical research into farm diversifjcation : lessons for tﬂe

extensification proposals

The post-war restructuring of western agriculture has led t?
agricultural overproduction, destruction of the rural environment, a
polarisaticn gf farm incomes (between large and small farms and ‘core' and
'peripheral' areas) and a relative decline in farm incomes (Healey and
Ilbery, 1985; Marsden et al. 1986a). The latter reflects a 'treadmill'
upon which farmers have been placed, where inflation and a decli%e in the

|

production to increase at a greater rate than the price of foods#uffs

i
|
1
i |
demand for food relative to income levels have caused the costs #f
\
i

(price-cost squeeze). Many farmers have attempted to circumvent |this

problem by obtaining greater economies of scale, through farm eniargement or
by increasing #£he- intensity and/or specialisation of preductien dBowler,
1986). However, this option is becoming less viable as agricultdral
policies begin to constrain the freedom of farmers to continuously expand
production., It 1s clear, therefore, that other ways of boostingéfarm
incomes will have to be found. One commonly discussed option is the
development of alternative farm enterprises, or farm diversification%r

Farm diversification

|
Although a buzz word in the popular press, the term farm |
|

diversification has rarely been defined or conceptualised (Griffi&hs, 1987a
!

and b; Ilbery, 1987a). This creates cbvicus problems when atteméting to
assess the extent of farm diversification and compare the results%of
different case studies. The most comprehensive definition is that given by
Slee (1986 p2}:
"Those enterprises taking place on predominantly agriculturai
proprietal units which (a) are not based on the primary production of

food and fibre and/or (b) fall outside the price support mechanisms of

the CAP."




On this basis, different groups of 'alternatives' can be
differentiated, ranging from farm-based tourism and ?ecreation to
unconventional crop and livestock enterprises (Tablé 1). The list excludes
off-farm sources of income, from other economic activities, although it is
recognised that they may provide the necessary capitél for on-farm
diversification. This creates an immediate conceptual problem regarding
part-time farming, for in a major research project ceverinq 30 areas in
England and Wales (Gasson, 1983, 1986 and 1987) farms where any member of
the farm family had either an on-farm (ie diversification) or cff-farm OGR
(other gainful activity) were classed as part-time. As this is an obvious
‘grey area', geographical work on part-time farming will be included in this
review; it could have important implications for the extensification scheme
and future land-use patterns.

Geographical research on farm diversification

FParm diversification is not a new phenomenon in the United Kingdom
{(Slee, 1987), although it has increased in intensity in recent years.
Little is known about the full extent and distribution of farm
diversification as pgét research tended to concentrate upon individual
elements of'the topic, notably tourism and recreation, rather than on all
the categories in table 1. As farmers are receiving more encouragement to
diversify (for example, the Alternative Land Uses for the Rural Economy
package - ALURE - and MAFFs Farm Diversification Scheme)}, research needs to
be conducted into the diffusion of farm diversification, the spatial uptake
of grants, the range of diversified projects encouraged and the types of
farm and farmer involved. Some geographers are already researching the
deve;apment of alternative sources of farm income in different areas, but -
this.is not of a strictly comparative nature, Griffiths (1987a and b) and

other geographers at Exeter University are examining farm diversification in




three different parts of Devon (urban fringe, marginal fringe and
ag;icultural heartland), albeit on a restricted definition of farm
diversification (farm tourism and recreation, and value added processing an

marketing}. Ilbery (1987a and k) is investigating the growth of |alternative

farm enterprises on the urban fringe in the West Midlands and Marsden et
al. (1986a and b} are conducting a much wider project on the capital
restructuring of British agriculture, in which they have used th§ concept of
economic centrality (financial importance of farm-based income toé the family
household) to produce a valuable typology of farm businesses.

The following review focuses upon individual aspects of farﬂ
diversification. Emphasis is placed upon both the spatial manif%stations of

1

diversification, using Ccleman's (1969) model of urban fringe, f#rmscape

|
(prosperous lowland areas) and marginal fringe as a basis for discussion,

and the types of farm and farmer involved. Unconventional crop &nd
livestock products gtable 1) have not been the subject of geograghical
research, except for a survey of organic farming by Vine and Bateman (1981),
and will be excluded from the analysis. A detailed assessment of their .
economic potential and natural geographical requirements (climaté and soilsj
: |

hag been provided by Carruthers (1986}, 1

1. Part-time farming. Within the definiticnal problems already!mentioned,}

geographers have been active in examining the growth and distrithion of
part-time farming, developing typologies of the farms and farmer% involved
and emphasizing the need for more theoretical and conceptual work on the
topic (Fuller, 1975; Fuller and Mage, 1976; Mage, 1979; Layton, 1981;
Aitchiseon and Aubrey, 1982; Mage, 1982; Buttel, 1982; Bollman, 1982;
Daniels, 1986). The myriad of studies have emphasized the_complekity of

attitudes. It is an established and stable feature of physically‘marginal

i
part-time farming, in terms of structures, organizations, motives{and }
|
|
i

areas, where farming is often combined with other forms of primarp activity,
i

i
i
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and common within commuting distances of larger urban-industrial areas. 1In
Britain, part-time farming is heavily concentrated in the prosperous
sopth-east region {Gasson, 1987), indicating that it owes more to the
regional economy than to the concentration of low income farms. The unigue
influence of London has long been recognised and Harrison {(1975) estimated
tﬁat up to 37 per cent of England's part-time farmers (but only 23 per cent
of its farms) were within a 60 miles radius of London. However, the
phenomenon has also been expanding in agricultural lowland areas, where
improved technology and assured markets have created a more specialised
agriculture and given farmers the opportunity to develop off-farm work. In
Canada, Mage (1982) noted the tendency for regional differences in the
intensity of part-time farming to decline over time, implying that some kind
of regional threshold is eventually reached.

While Aitchison and Aubrey (19B2) used four variables - scale,
commitment, dependency and career context - to produce a sixfold
classification of part-time farming in Wales, Mage (1976) attempted to
incorporate spatial diversity and both stability and mcobility into the
following fivefold typolegy:

1. Small-scale hobby, in the urban fringe,

2. Large-scale hobby, in the urban fringe,

3. Persistent, in both physically marginal and urban fringe areas.

4, Aspiring, in prosperous agricultural areas, where young part-time
farmers aspire to become full-time.

5. Sporadic, in prospercus agricultural areas, where depending upon the
agricultural situation, farmers can take on occasional off-farm work.

Mage (1982) and Gasson (1986 and 1987) both refute thes~generally held
notion that part-time farming is a withdrawal from full-time farming. For
many it is an entry into farming, with the OGA remaining the main activity.

In Gasson's sample, 52 per cent entered farming from another career and 70




i

per cent were self-employed in their OGA. She showed that over b 40 year
period, part-time farming (relying most on agriculture) declinediin absolute
and relative terms, whereas spare-time farming (relying most on Bther
occupation) experienced an absolute decline but relative increas?, and hobby
farming (land for convenience and leisure) an absolute and relative
increase.

Farmers with an OGA tend to favour the very small and large farm sizes;
such a U-shaped distribution has been identified in the USA (But;el, 1982)
and England and Wales (Gasson, 1986). Part-time farming also appears to
relate most to farms with lower labour requirements (cereals, pefmanent
crops, grazing of livestock); it tends to aveoid intensive dairy,;pig/poultry
and horticultural enterprises, even though these provide opportuﬁities for
adding value by processing and direct marketing (Ilbery, 1987a).’

It has not been established whether part-time farming has a;positive or
negative effect on rural development (Persson, 1983; Bowler, 1984).
Although it may lead to structural rigidity in farm sizes and lower land-use
intensities {a good thing in wview of the extensification proposaﬁs?),
part-time farming can help to maintain a network of small, varied farm units
and rural population densities and foster greater rural-urban integration.
The importance of part-time farming would seem to vary between peripheral
(positive} and urban fringe (negative) locations {Bowler, 1984),Ealthough
this and the implications of part-time farming developments for agricultural
policy have not been fully explored. Robson {(1987) is of the opinion that
part-time farming could provide a possible solution to production surpluses
and low farm incomes, as well as reducing the impact of modern farming

systems,

2. Farm-based tourism and recreation. Geographers have become increasingly
interested in tourism and recreation in rural areas (see Pacione, 1984;

Gilg, 1985). However, it is disappointing that a major recent review of




rural leisure and recreation (Owens, 1984) failed to discuss farm-based

activities. The importance of farm-based tourism and recreation has long
been recognised in the USA (Edminster, 1962; US Departmgnt of Agriculture,
1262), but growth in the United Kingdom did not occur until the early-1970s
'{DART/Rural Planning Services, 1974). Estimates of the number of farms
invelved in tourist and recreational enterprises wvary widely, from 10 per
cent {Maude and van Rest, 1985) and 12,000 in England (Rural Voice, 1985) to
20,000 (Carruthers, 1986) and 4,500 in tourist activities and 3,000 in sport
and fecreation (Gasson, 1987).

A spatial mismatch appears to exist between supply and demand, in that
the demand for ocutdoor recreation is highest in some of the most populated
lowland areas, whereas the greatest supply of, for example, national parks
is in northern and western marginal areas. Not surprisingly, therefore,
most studies have examined farm-based tourism and recreation in upland areas
(Capstick, 1972; Denman, 1978; Davies, 1983; Hart, 1987). A rare study in
lowland areas is that-by Bull and Wibberley (1976) for Surrey, Kent and
Sussex, although Frater (1982) and Ilbery (1987a) have‘examined its
development in Herefordshire and the West Midlands urban fringe
respectively. A

Farm tourism and recreation is having an increasing impact on farming
systems in the more scenically attractive and marginal farming areas (Gilg,
1985) ., In.Scotland, Denman {1978) suggested that up tc 20 per cent of farms
were involved in tourist and recreational pursuits, accounting for as much
as 10 per cent of total net income. A similar percentage {4,200 farms) was
found in the Less Favoured Areas {(LFAs) of England and Wales (Davies, 1983)
and in Harrogate district {Hart, 1987}, althoudh ;he amount of money
generated was rarely sufficient .to affect the farm sy#tem. Over 70 and 40
per cent of farmers in the LFAs and Herefordshire respectively earned less

than five per cent of their total income in this way (Davies, 1983; Frater,



1982). Ascoli (1985) has similarly commented upon the low incomé from farm
tourism. The main @eason for this is that tourism and recreatioL are
usually supplement%ry te, rather than fully integrated inte, the farm
bus@ness; they areloften operated by farmers' wives (Winter, 1984), Income,
altﬁough important‘is not the onlg factor involved and: studies have shown
how?the availability of resources and personal and philanthropic | reasons are

alsc significant in the decision to diversify into farm-based tourism and

recreation (Bull and Wibberley, 1976; Frater, 1982; Davies, 19831 Ilbery,

1987h).

Bull and Wibberley's (1976) study in south-east England sho#ed that in
1972/3 approximately 10 per cent were engaged in tourist and recéeational
activities, especially horse-riding, camping and caravan sites aﬁd shooting
(put little farmhouse accommodation or fishing). A clear spatial difference
existed between tourist and recreational activities, with the foﬁmer
favouring the rural areas and the latter being more urban—based.: Location
has been shown to be important in other studies too, influencing the number
of farmers invelved and the type of activity. However, the infbrmation is
too fragmentary for clear-cut patterns to be discerned.

One would expect touf%gt-aﬁd'éépecially recreational actiyities to
favour the larger farms, especialiy those with livestock enterpri%es.
Gasson's (1987} national estimates confirm that alternative farm gnterprises
generally are more characteristic of larger holdings, whereas off}farm
employment and home businesses are more typical of smaller farms.; She found
that only five per cent of farms under 100 smd's with an OGA proyvided
tou%ist accommodation, compared to 20 per cent of those over 500 Lmd's.
bavfes {1983) camgﬁﬁé similar conclusions, as did Bull and Wibberley (1976)

in relation to farm-based recreation. In contrast, Frater (1982) found that

tourism and recreation favoured the smaller farmers in Herefordshire and

Ilpery (1987a) failed to identify a significant trend, possibly reflecting




the large range of farm sizes, including hobby farms, on the urban fringe.
Farm-based tourism and recreation appears to be biased towards livestock
farms (beaf /sheep) (Bull and Wibberley, 1976; Davies, 1983: Ilbery, 1987a),
although there is little evidence to suggest thaﬁ"future recreational
developments will be seriously affected by the tyée of agriculture carried
out' (Bull and Wibberley, 1976 p.55).

Littlie evidence exists on the type of farmer inQolved in farm-based
tourism and recreation, although it has been suggested that owner-occupiers
are most interested and young and old farmers least interested. TFrater
(1982) found that farmers with young children were less likely to
participate, as were farmers with elderly parents in the LFAs (Davies,
1983). Farm tourism in the LFAs was found mainly on family farms with older
children; three-quarters of the 116 farms examined in detaill comprised only
family labour (bavies 1983; Winter, 1984).

Farm-based tourism and recreation is clearly a complex phenomenon and
as the Farm Holiday Bureau (1986) explained, much depends upon the location
of the farm, the facilities of the farm and, most important of all, the

personality and commitment of the farmer, his wife and the family.

3ﬂ Farm woodland. Few rural geographers have been directly involved in
fofestry research (see Watkins and Wheeler, 1981; Mather, 1978 and 1987).
Most work has concentrated upon rates of afforestation over space and time.
Tree planting has occcurred principally in the uplands, where the main
competitive land-use has been hill sheep and cattle farming. Over 50 per
cent has occurred in Scotland and while the Forestry Commission has confined
its activities to poorer quality land in the crofting counties of the
Scottish highlands, private forestry has favoured the more southern parts
{Mather, 1978).

Farm woodland specifically has received even less attention {Cox et

al., 1986; Essex, 1987), although DART (1983) estimated that there were




340,000 ha. of small woods in England and. Wales, mainly of less éhan 10 ha

each and on farmland. This is considerably higher than MAFF's ({983) total
of ?06,000 ha on 36,000 holdings., EWithin England and Wales, oven
three-gquarters of the total is loﬁland woodland, predominantly off the

broadleaved type, with 60 per cent of the 28,000 holdings having lwoods of

less than 3 ha. Much of this woodland is on land unsuitable for agriculturs

and is derelict or neglected.
With Britain a major timber importer, there is a strong case |for
expanding farm weodland in lowland areas. However, a number of pgroblems

will have to be resclved first. Most farm woods are old, small gnd poorly

managed; there is little management expertise and tradition. A ﬂack of
information and advice has been characteristic until recently (MAFF, 1984;
Forestry Commi=ssion, 1985) and there is little financial incentiﬁe to
diversify into woodland. Farm woodland is possibly a viable altérnative to
farming in marginal upland areas, but far greater incentives are ‘needed to
encourage farm woodland in lowland areas. O©Only the larger landowners are
able to achieve econcmies of scale and exploit the tax concessions that make
forestry profitable (Cox et al., 1986). Many farmers are simply not
interested and see farming and forestry as separate activities (unlike on
the European mainland, where the two have been more fully integrated).

Woodland is increasingly being seen as a place for sport, rdcreation,
tourism and wildlife conservation. Farmers can boost their inco@es from
these asscciated activities and the necessary management of the #oodlands
can help to utilize labour at gquiet times for agriculture. Lowl%nd
afforestation has important implications for the extensification1proposals,
but the problems already ocutlined will have to be given serious

consideration.

4. Adding value to conventional enterprises. Although rarely involving a

) |
lowering of inputs, incomes can be increased substantially by adqing value
|

to farm products through either direct marketing or on-farm proc#ssing. Thé




pros and cons of the different forms of 'adding value' have been admirably

discussed by Slee (1987) and in her work on OGAs, Gasson (1987) estimated
that over 3,800 farms were adding value to their farm enterprises.
Geographers have been slow to research the distribution of direct
marketing and processing on British farms and the type(s) of farm and farmer
involved. Some work on farm shops in the West Midlands and north-east
England was undertaken by Barker (1979) and the expansion of PYO schemes,
from a handful in 1970 to approximately 1000 in 1985 (Slee, 1987) has been
examined by Bowler {1981 and 1982). An uneven spatial dis;ribution of PYO
schemes exist, with an expected concentration near major conurbations in
south-east England (Surrey, Kent and Sussex} and the West Midlands (Vale of
Evesham), areas traditionally associated with the production of top fruit,
soft fruit and vegetables. A combination of favourable physical conditions
for horticulture and proximity to urban markets was seen to be the crucial
factor affecting the location of PY0O schemes (Bowler, 1982). This helped to
explain the paucity of such schemes in many eastern and northern areas. The
field-scale production of vegetables in eastern areas also favoured contract
and co-operative marketing rather than PYO (Hart, 1978). The importance
of an urban-based lngtion for direct marﬁet?ng was emphasized in the West
Midlands study (Ilbery, 1987a and b), where over two-thirds of the farms
with alternative enterprises participated in these activities. This was
more in the form of farm gate sales {54) and farm shops (24) than PYO
schemes (10); the latter is rarely popular on the immediate urban fringe
because of the loss of income from such problems as vandalism and theft.
Compared with all holdings in England and Wales, Bowler found that a
higher proportion of Pio farms were owner-occupied (79 per cent against
61). This could reflec£ restrictive tenancy agreements, altﬁough more
research is needed here. Similarly, PY0 schemes favour the larger farms,

with 30 per cent of the 684 examined being over 122 ha. (naticnal figure is
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10 per cent). Clearly, such farms are in a better position to innovate (as

|
in many other forms of diversification), while the smaller farmeks are

either unwillingﬂor unable to take advantage. Some of the bette; educated
and/or business-oriented farmers are beginning to integrate thei} FYO
schemes with other diversification activities (such as farm,shopg,
children's play areas, cafés, nature trails and craft centres}. This
encourages customers to combine f£ruit and vegetable picking with a
recreational trip to the countryside.

As with direct marketing, a lack of official statistics meais that the

numper and distribution of farms ddding value by processing their products

is unknown. The pattern will, in part, reflect the agricultural geography

of different areas, but more work, along the lines of that by Bo&ler {1982},
is regquired. With greater emphasis on marketing in MAFF's (1987} Farm
Diversification Scheme, adding value activities could expand consgiderably.

Farm diversification and extensification

Farm diversification is a complex and expanding phenomenon. The lack
of a satisfactory data base inhibits the identification of clear patterns,
but the development of farm diversification is related to a'rang% of farm
and farmer characteristics and geographical location (although tﬂese are not

the cause of its growth). Farm diversification appears to be biJsed towardsg

larger, owner-occupied farms with livestock enterprises (beef/sh%ep). Thisl
suggests that those most in need of diversifying {smaller farms ﬂn areas ofi
low agricultural or diversification potential) are either unable Er
unwilling. A possible sclution to the problems associated with t&ese farms
is direct income aids, but only if they are linked to desired management
practices (Bell, 1986). Important spatial differences, in the types of
diversification undertaken, have been shown to exist between the three

categories of area identified.
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The extensification propocsals advocate a reduction in output of

different agricultural products by at least 20 per cent, with the land
withdrawn from production left fallow, afforested or used for non-
agricultural purposes. This is to apply to all regions, although it is
possible not to enforce the arrangements in regions where, because of
natural conditions or the dangers of depopulation, production should not be
reduced., With these ideas in mind and the findings of the previous section,
it is possible to theorise about the links between farm diversification and

extensification in the three different types of area:

i} The prosperous agricultural lowlands, where the extensification scheme

is, or should be, directed. Farmers have relatively little diversification
experience and the only real alternative use of large tracts of cereal land

is farm wocedland or afforestation. This would benefit from 20 rather than

five years of compensatory allowance, although better advice and financial

incentives will have to be offered.

ii) The marginal fringe, where the extensification scheme should not be

applied, but where farm tourism should continue to be developed. Although
farmers can at present augment their income in this way, very few earn a
large proportion of total income from tourism; Thus, to play an important
future part in the agricultural economy of such areas there must be more
government assistance, through the Farm Diversification Scheme, Tourist

Board, COSIRA and the L¥A directive.

iii) The urban fringe, where the extensification proposals will do little to

solve surplus production or the urban 'problems' and intense land-use
competition found in this area (unless a radical system of land acquisition
is adopted, as in the Netherlands). Emphasis in this zone should be based
upon adding valuet;o conventional enterprises and farm-based recreation.
The two could ofteh be combined and, with proper marketing, daily trippers
from the inner city and suburbs, as well as local residents (Ferguson and

Munton, 1879}, could be attracted into the immediate countryside.
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The three groups are not mutually exclusive and a complete s%atial
segregation of farm diversification types is certainly not being ;dvocated.
Tﬁere will, for example, be opportunities for the agricultural lowlands in
terms of farm-based tourism and recreation and direct marketing. - Too little
is‘known about unconventicnal enterprises to incorporate them into the
suggested schema.

| Reality is, of course, different and the link between farm
divérsification and extensification is not a straightforward one. Apart
fréﬁ the practical and technical difficulties of implementing the

extensification proposals, the development of farm diversification has, and

is being, constrained by a range of ‘'resistances'. These will have to be

given serious consideration if the surplus land from extensification is to
be put to altermative uses (much depends on the list of productsgfowards
which conversion will be accepted; this will be known by the endfof 1987):

1. Lack of finance. With declining farm incomes, only certain gﬁoups of

farmers will have the necessary resources (land, labour and capiﬁal) to
invest in farm diversification projects. Far greater financial support is
needed than that earmarked for forestry, farm woodland and diversification
in the government's ALURE package. Similarly, while MAFF's Farmé
Diversification Scheme {1987) advocates capital grants of 25 per.cent {up tg
maximum of £24,000) and feasibility/market research grants of 50 |per cent

(maximum of £5,000)}, and hopes to target most assistance on small and medium

heldings, the sums of money involved are small when compared with the large

amounts used to subsidise overproduction., It is wvital, therefore, that
farmers are fully compensated for agreeing to cut production by éO per cent;
so that in combination with other schemes they will have the nec%ssary
capital to diversify. .

2. Rural planning controls. Most significant diversification projects

require planning permission and a modification of policy, within the urban
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and marginal fringes in particular (i.e. Green Belts and National Parks),
will be required. However, ;t will not be easy to change a policy that has
successfully contained urbaﬁ sprawl and protected agriculture and forestry.
The ALURE package has eased-planning controls, except in Green Belt areas
and on.grade one and two laﬁd. Yet it is within these areas that
diversification and extensification respectively are needed (unless one
advocates that 'the best agricﬁltural land must be exploited as intensively
as possible without any amenity controls so that low grade land can bé
set-aside for amenity (recreation and conservation)' {Green, 1981)). The
present inceonsistency of planning legislation, where farmers are being both
encouraged and prevented from diversifying (ie. in green belt areas), must
be resclved. Before allowing alternative land uses, planners alsc have to
consider the scale of proposed schemes and their effect upon the rural
infrastructure, noise levels and the 'perceived image' of the countryside.

3. Lack of marketing skills and advice. Parm diversification necessitates

a change from a prodﬁction orientation to one which emphasizes marketing
skills (Slee, 1987}, but many farmers remain unhappy about receiving
visitors onto their farms. Success depends on factors like location and
good business'skills, where imagination and innovation are impertant. This
again implies that those most in need of diversifying will be the least
able. The majority of farmers, therefore, require sound advice (ie. on
health and safety regulations) and market research is needed to identify the
most viable 'alternatives' for a particular location. A large number of
private and public agencies are offering such services (ADAS is giving free
general advice on diversification, but charges for other services), but
there is little co-ordination or inter-agency cooperatidn. The result is
confusion among farmers, possibly restricting the uptake of the
extensification scheme to a small group of larger farmers who have the

skills and capital to develop 'alternatives' on the land set-aside.
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4. Tenancy restrictions. ‘although more tenant farmers are begiining to : 1
diversify, most tenancy agreements do not cover activities outsi&e
mainstream food supply. Much depends on the flexibilit? of landlord/tenant
relationships, which requires detailed research. With éver 35 p@r cent of
farms in England and Wales classed as tenant farms, thisrcould ha&e
important implications for the extensification proposals and the use to
which the vacated land can be put. Few tenant farmers in the lowﬁands, for

example, will be interested in a simple fallowing of land. _!

5. Farmers' attitudes. The success of any diversification or

extensification scheme depends very much upon the farmers themselwves; whilst

they are being increasingly constrained, farmers still have choices. Much

more jinformation is required on what Griffiths (1987a) called theiwhat,
where and why feudwwhy not) of farm diversification. Available e;idence
suggests that farmers still perceive diversification as being supblementary
to the main farm business, often providing employment and 'pin-mohey' for
farmers' wives. If anything, farm diversification has led to an _
intensification rather than extensification of production (i.e. increase
horticultural production for direct marketing opportunities). Consequently,g
the extensification proposals provide an ideal opportunity to helé change i

farmers' attitudes towards diversification and encourage a more integrated

farm%production and marketing business.

The term set-aside has been used in this section and one could be | forgiven

for interpreting the extensification of cereals, for example, as %
crop-specific set-aside (Buckwell, 1986; Potter, 1987). Set-asid% as an
environmental and agricultural policy instrument is being examine& in an
ESRC funded project at Wye. Although the American experience is ﬁot
encouraging (Potter, 1986), it would appear that environmental set-aside is
more relevant to marginal areas and agricultural set-aside to lowland

areas. ©One has sympathy, therefore, with Buckwell's (1986 p8}) view that




'surplus production would be better served by crop-based set-aside,

determined annually, cperated voluntarily with full income compensation and
a requirement to fallow the land'. However, if the extensification
proposals are to succeed farmers must be given every encouragement to use
the vacated land for different types of farm diversification. -With the
United Kingdom lagging behind her EEC partners in terms of farms with OGAs
(25 per cent compared to 43 in West Germany and 40 in Greece), there is

considerable scope for further development of farm diversification.
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Table 1. A classification of farm diversification options

1. Tourism and recreation

- farmhouse accommodation

~ heoliday cottages

- camping and caravan sites

- farmhouse teas/catering

- horse~-riding/livery and pony trekking
- demonstration farms/copen days

- farm zoo/children's farm

- nature trail/resarves

- country/&ildiife parks

~ picnic sites/informal recreation
- water/land based farm sports

- War games

- farm zra2f£t centres

2. Adding value to conventional enterprises

{a} by direct marketing

farm gate sales

farm shop

delivery rounds

PYO schemes

(b) by processing
- cheese
~ ice cream/yogurt
- ¢ider/wine
~ jam/preserves
~ potato packing
- flour milling

{c) by selling skins/wool/hides

3. Unconventional‘enterprises
]

|
(a) crop prod$cts

- linseedi

- teasels%

- evening primrose

- borage

- triticale

- fennel

- durum wﬂeat

{b) animal prgducts

|
- fish i
|
- deer f

- goats

horses

- lamoids

sheep millk

(c) organic farming

Farm woodland
- for timber
- ene riyc .forest

- for~aﬁ¢nity/r

- for wildlife

ry.
screation

conservatic

Source: - Based on Carruthers (1986), Ilbery (1987a) and Slee (1987)
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The purpose of this paper is to report on the published results of one
study, and the preliminary results of ancther study, carried out in the
Department of Geography, at the University of Exeter in order to throw some
light on to three basic questions surrounding farm diversification and
extensification.  First, how many farmers have diversified and might
diversify: second; which farmers are most likely to diversify and what are
their motives or the pressures behind their change; and third, what areas have
farmers diversified into or are likely to diversify into. If some of these
answers can be at least partly answered then policy makers will have a clearer
jdea of which policies might be likely to achieve certain policy aims.

In order to answer some of these questions this paper repdrts on recent
and current research in Devon. First, on the recently published {(October
1987) study by Joyce Halliday, the Devon Research Fellow at the University of
Exeter, and second on the preliminary results of Andrew Griffiths®' work, a
research student in the Department of Geography at the University of Exeter.
In due course it is hoped to extend this work further with research into farm

diversification in Cornwall funded by various agencies in that County.

The Devon Research Fellow's Study into the effect of Milk Quotas on Devon

farmers

The Devon Research Fellow is funded by Devon County Council and housed in
the Department of Geography at the University of Exeter. The incumbent is
Joyce Halliday, and when she began her work in January 1986, the Steering
Committee (of which I am a member) asked her to conduct a study intc the
effect of milk quetas on the dairy farmers of Devon. This study was published
in October 1987 (Halliday, 1987) and some of the results are reproduced in
this paper.

The study interviewed a 107 sample of dairy farmers obtained from the
Milk Marketing Board's register of dairy farmers in the Honiton Creamery Area
{a mixed farming area on well drained fertile land with a good climate) and
the Torrington Creamery Area (a pastoral farming area with cold wet soils and

a poor climate). The 10Z sample with an 877 response rate produced a usable




survey of 103 farmers which was stratified by milk production in litres to
provide a spectrum of opinion across the whole range of dairy farmers,

The general findings of the study are that production at thé time of the
interviews (1986) was very similar to pre-quota (1983-84) production. In
other words there had not been a cut in actual production, but there had beén

a cut in the planned expansion of production. There are two reasons for the

continued level of produection. First, the areas include a large;number of
small farms (with quotas of less than 200,000 litres or 40 cows)|for which
quotas were allocated at the same rate as pre-quota production. |Second, many
farmers had increased quota by claiming a secondary quota or by trading in

quota. Indeed, farmers who had actually ended up with a quota that was

smaller than their 1983/84 production were the ones most likely to be running

over quota. " These overall findings cast doubt on the claim that|farmers habe

responded well to the new regime. { :
Turning to a more detailed analysis, Table 1 shows some of %he short term
(over the first two years) responses made to the imposition of qLotas in 1984,
The most common response was te change the use of concentrates, hotably to
reduce their dze~and so reduce yields in the short term. Anothe% short term
response was to feed milk to calves that would otherwise have_beén sold, buf
of the 52 per cent of farmers adopting this practice, 60 per cenﬁ did not
maintain it for long, particularly once it became clear that a levy would not
be payable as overgll UK production fell to below quota levels. ?The next most
frequent change was the introduction of other livestock, most notably beef
cattle. A less common but still important response was to decrease the dairy
herd, even though 60 per cent did not do this. Finally, in the area of
grassland management the majerity of those 357 of farmers who had changed
their management by changing fertiliser use (397 of the 35%) had actually
increased fertiliser use to increase grass yields for conservation and thus
increase self-sufficiency. Less frequent changes encompassed cﬁanges in, fior
inétance, fodder crops, breeding policy, labour requirements and machinery |and
bujlding programmes.
The overall conclusion is that only about a half of all farmers
coilectively made any major changes towards a different type of |farming as|a

response to milk quotas, although most had made management changes within

dairying, rather than changing the wider farming system. In summary, thesé

changes have lead to an increase in self-sufficiency on farms and a partial

return to mixed farming. However, it should be pointed out thatl though these




Table 1

Dairy farmers short term response to milk guotas in Devon

Type of 4 farmers

‘change making change
Concentrate usage 69
Change in dairy herd 39
Grassland management 35
Introduction of other livestock 49

Type of

change made

927
257

977
37

39%
297

reduced usage

changed type used

reduced herd

inecreased herd

changed fertiliser

changed hay or silage

making operations

687%
297
3Z

introduced beef cattle
introduced sheep

introduced pigs

Source: Halliday, J., The effect of milk quotas on milk producing farms,

Devon County Council and the University of Exeter, 1987.




cha@ges were attributed to quotas they cannot realistically be considered in
comﬁlete isolation from the wider égricultural environment.

- Turning to longer term changes planned over the next five years
(1986-1991) Table 2 shows the changes envisaged by those farmers planning some
sort of change, It should be emphasised at this stage that 40 per cent

planned to make no change, only 42 per cent‘definitely planned to make a
change, and 18 per cent did not know.

So in Table 2, 36% of all farmers planned to change their farming systém,

and out of the total sample of 103 farmefs,_Z&Z planned to make livestock
changes only and 12% livestock and crops changes. The remainderiof the table
(the two right hand columns) shows the percentage of these 37 fammers (36% of
103) who intended to make a change and the direction of that chane. The most
notable features are a switch to beef, a decrease in the dairy hérd and quota
size, and a minor switch to other livestock, mainly sheep and piés, which is
basically a continuation of the changes already induced by quota#.

From Table 3, it can be seen that only 18 per cent of the sgmple intended
to make changes in their cropping patterng, either in addition tq changes in
livestock (1%%) or to crops only (6%). Out of this 18 per cent the main
planned change was one to cereals, with other arable crops a poor second. No
other change was really significant and involved only very smallinumbers of
farmers, for example, only 2 farmers planned to increase milling;and mixing
activities. ,

So far the results have concentrated on broad patterns and for thase who
see extensification as an easy option, the results make fairly bleak reading
since they portray a picture of: a 'wait and see attitude'; a conflicting
pattern of extensification e.g. lower concentrate usage but some increased use
of fertiliser; and, some evidence of the effect of quotas being avoided by
trading. In other words guotas do not seem to have had a radical effect on
the ground, and farmers appear to be searching for alternatives in a very
narrow framework.

However, these results have so far lumped all the farmers together, ig is
now time to see if there is any difference by the type of farmer studied, for
example, by age, farm size, education and so on. : ?

Using correlation matrixes and correlation flow diagrams 1£nking various
attributes of farming and farmers, and other analyses of the daﬂa, Halliday
came to the following broad but rather conflicting generalisatiéns with regard

to their propensity to diversify. In the short term nearly allitypes of




Table 2
Changes planned by Devon dairy farmers over the next five vears, in livestock

and livestock plus crops (367 of sample)

Direction of

Z of farmers
Type of farming changing livestock change in
to be changed within the 367 sample sub-group
7 Size dairy herd 577% Increase 387
Decrease 57%
 Beef 75% Increase 757
Decrease 25%
Livestock only 247 Quota 243 Increase 447
) 367 Decrease 66%
Livestock + 127 -
crops Sheep 147 Increase 1007
Pigs 147 Increase 1007
Alternative
livestock 3z Increase 1007

Source: Joyce Halliday as in Table 1




Table 3

Chahges planned by Devon dairy farmers over the next five vears in livestoc

plus crops_and crops only (187 of sample)

% of farms changing

crops within the
187 sample

Type of farming
te be changed

Cereals

ther arable

Livestock +
crops 127 — Silage
~18%

Crops only 6% — Other cash crops

Milling and mixing

Source: Joyce Halliday as in Table 1

507

287

.

: Direction of

change in
sub-group

Increase

Decrease

Increase

Decrease

Increase .

Decrease

Increase

| 78%
| 22%

100Z

1007
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farmers made some sort of changes in & random and panicky response to the
imposition of quotas. This reflects the considerable confusion amengst the
farming community as to what quotas would actually entail, introduced as they
were almost overnight. As the situation became clearer: the larger farmers;
relative newcomers to farming; and those with agricultural training were found
to be those most likely to implement changes to deal with quotas.

In the longer term: younger farmers; those with agricultural training;
those with above average borrowings; those with larger than average dairy
herds; and those with plans for diversification into alternative
non-agricultural enterprises were the ones most likely to be contemplating or
planning longer term alternatives to dairying.

However, many respondents noted the limited range of options open to
them, when the size of their farm, and their family situation, notably the
role of women in farm tourism, were taken into account. Indeed most of the
alternatives were seen to be marginal or peripheral, were perceived as being
able to provide only a limited contribution to income, and many enterprises
not directly related to farming were often not even included in the search for
solutions.

In summary, Halliday concludes that: ‘Farmers planning/considering
changes in the next 5 years are more likely than average to: a) want to
increase quota; b) have a large dairy herd; c) have large borrowings; d) have
received training; e) be younger; f) be considering diversification into
non-farming activities; and g) have made changes in the short term. They are
less likely than average to have to make radical responses to further quota
cuts' {p. 78).

Igﬁofher words the farmers most likely to change their enterprises or to
diversify are just the sort of dynamic farmers who have caused surpluses in
the first place. It is perhaps unlikely then that they will be happy to
concur with proposals to extensify their production by 207 as in Artiecle 1b
(a) in Regulation 1760/87.

Furthermore, Halliday has found that 50 per cent of her sample had not
considered non-farming activities as shown in Figure 1. Of the remainder, 30
per cent were already engaged in non-farming activities, and 20 per cent were

considering such acti

ities. OQut of the actual activities diversified into,

ot i y the most common activity, divided fairly equally
ameng éll;ghe' bilities. These percentages could be seen as fairly

1ow’poﬁ§idgfingl dt"Devon is a tourist county, but it must be pointed out
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here that the Torrington area accounts for only around 1 per cent of all
tourism in Devon, and even the Honiton area is not in the main tourism area.
In terms of potential activity, tourism drops to account for half of all
proeposals. ‘Woodland and farm produce are clearly not seen as popular
activities and this perhaps shows that there remains a great chasm between
Hinisters who may see woodland as a great panacea and farmers who do not see
themselves as 'farmer-foresters' on the alpine or Scandinavian mould.

Even when the possibility of further quota cuts were posed (in fact they
materialised in 1987) the majority of respondents still envisaged no change as
shown in Figure 2, and alternative enterprises only registered a reasonable
response when the scenario of most change being needed was mooted.

In conclusion, Joyce Halliday's work has shown that: ‘'Quota-induced
diversification, in terms of the development of such non-agricultural
enterprises as farm-based tourism, recreation, or value added processing is
limited' (p. 113). Halliday then argues that the reason for this is a range
of constraints on diversification, particularly size, whether this be measured
in terms of size of quota, size of dairy herd or acreage, and indeed she
argues that size is a key explanatory variable. Indeed, the small farmer
emerges as a particular problem area, and one who has no reasonable

alternative to farming unless the wider rural economy is stimulated.

ESRC speonseored research into farm diversification

Joyce Halliday's work does not start with diversification as its main
focus of course, and so in 1986 it was a major bonus to research work at
Exeter, when Andrew Griffiths, a graduate of Reading University, began a 3
year research studentship with ESRC funds, into farmer's possible motives for
farm diversification under my supervision.

His research is plammed to fall into 2 distinct, but related, sections.
The first, is a postal questionnaire of over 600 farmers in 4 areas of Devon.
The second is a follow up interview of a smaller number of farmers to explore
and probe their economic and psychological motivations.

The first piece of research is under way and so far nearly 400
questionnaires have been returned. A preliminary analysis of the first 245
returns reveals, as shown in Table 4, that 37 per cent of farmers are involved
in some form of structural diversification, and some 29 per cent in
agricultural diversification. However, this varies spatially, with structural

diversification being most popular in the urban fringe, but least popular in
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Table 4

Farmers and diversification in 3 areas of Devon

Involvement in diversification Urban Upland All
fringe® fringe®* Heartland* areas

Structural diversification+ A

Involved in structural diversification 54 38 22 37
Only considered structural diversification 31 31 41 35
Never even considered structural '

diversification 15 31 36 28

Agricultural diversification+ z

Involved in agricultural diversification 28 23 35 29
Not involved in agricultural

diversification 72 77 65 71

%

Urban fringe : Torbay
Upland fringe: East-central Dartmoor

Heartland Between Tiverton and Crediton
+ . . . . .
Structural diversification: non-agricultural, crops or livestock are not
primarily involved, but takes place mainly on the farm
+

Agricultural diversification: agricultural production, but of a type not
experienced before

Source: Andrew Griffiths




i i
the farm heartland of mid-Deven. The situation is nearly reverséd though for
agricultural diversification. i |

In terms of the type of diversification, Table 5 shows thatibed and
breakfast is the most popular, both actual and potential, with outdoor sports
a clear third, behind camping and caravanning sites. The potential for
diversification is thus enormous for as the foot of Table 5 shows, 63 per cent
of farms still have no structural diversification enterprise, and only 13 p%r
cent have 2 or more. But once again as with Joyce Halliday's work, Andrew 1

Griffiths' early work confirms a majority of farmers either totally

disinterested in change or only considering it. i

It is hoped that his second piece of research will throw moie light on
the behavioural and psychological reasons why farmers wish to remain farmers.
It is also hoped that Andrew Griffiths or another worker can extend the work
to Cornwall as there is a possibility of funding from various agéncies in
Cornwall. |

: \

Conclusion : | 1

The overridimg~conclusion from the work at Exeter so far is|that farmers
remain either indifferent to policy signals or price changes in &he hope that
they will go away, or that they respond in an unexpected way by hctually
increasing productiqn in the hope that enough of their colleagues will react
in the expected way to leave enough unused quota for them to expand into. In
other words, the meek majority, namely: small; less educated; apd older ?
farmers cut back production, while those responsible for the surilus in_th.
first place, the young and the larger farmers, merely expand agagn to fill[in
the gaps in production thus created. ' i

In another example, what is the point of Regulation 1760/8ﬂ asking for a
cut in livestock numbers of 20 per cent (Article 1b (a)) when a}new hormone
like BST can raise yields by 25 per cent. In other words, prodﬁctive farmers
will continue to be productive, and so extensification will probably be self
defeating. It would therefore seem to be the case that only draconlan changes
in CAP policy, either massive and I mean massive price cuts, or\severe and‘I
mean severe reductions  in quota will reduce surpluses and the cjst of the iAP.
The resultant damage to farmers will be enormous, but then the steel and coal
industries were only brought under financial control by such se&ere measures.
Our present mistake is in thinking that we can manage countryside change in a

slow planned way, since until farmers are taken to the precipice and even over
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Table 5

Type of diversification practised

Structural diversification 7 Involved Considered
Craft products 1 2
Food products 4 ‘ 3
Pick your own 6 11
Bed and breakfast ' 18 26
Caravan/camp site 5 24
Farm visitors 3 11
Indoor sports etc. - 2
Outdoor sports 9 18
Leasing land/buildings 9 17
Other 2 2
Agricultural diversification 7
Contracting . 11 -
Qrganic farming : 3 -
Woodland 15 -
'"New! crops/livestock 5 -
.
Structural diversification enterprises
per farm 155 0 63
58 1 24
21 2
11 3+

Source: Andrew Griffiths
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| |
it as the miners were, they will not seriously respond to the extensification

propesals currently under offer. Until this is done, farmers will continue to
|

treat attempts to change their habits in the rather cavalier fas?ion they have

so far adopted. 5

Reference :
HALLIDAY, J. (1987) The effect of milk quotas on milk producing farms: A

study of registed milk producers in the Honiton and Torrington Areas of Devion,

Devon County Council and University of Exeter, 118 pages and Appéndices.
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The international literature on agricultural policy tends to be dbminated
by two spatial scales of analysis: the macro dr national aggregate énd the
nicro or farm business (Bowler, 1979). Indeed most of the contributions to
this publication follow thg general classification. The purpose of thi§ parper,
therefore, is to broaden the base of analysis by exploring some of the meso
or regional implications of Council Regulation(EEC)No.1760/87(he;eafter
also referred to as 'The Regulation'); attention is directed to locational
aspects of ggricultural 'conversion' and 'extensification' as regards changeé
inlfarm enterprises and land use. This approach is in accordance with both
the growing emphasis on the heterogeneity of agriculture in policy making for
the European Community's (EC) Common Agricultural Policy (CAP)} (Commission of
the European Communities, 1987), and the recognition given to the spatially
varying impact of most agricultural policy measures {(Bowler, 1985; Henry,

1981).

Jdhe Natiopal Framework

The member states of the EC comprise %p initial spatial framework for
consideration, while a distinction must also be drawn at the outset between
Titles OI and V. Title V of The Regulation concerns the relationship betweén
agriculture and the rural environment in specially designated areas; Title 01,
in contrast, is aimed at any agricultur#l area with a view to converting
existing production tc non~-surplus products (a list of which has yet to be
ggreed), or reduci?g by 20 per cent the prdduction of cereals, beef/veal and
wine. Member statéé may weil add other products to this second 1ist. From the
outset, therefore, there appears to be a separation between the envirommental
and production objectives of The Regulation. If this is the case, it seems

axiomatic that individual national responses to the latter aspect of The



Régulation will be determined by the ratio of the financial bompensatioL to
the potential monetary return on production foregone under extensification
such as of cereals and beef {lost profits compensation), or bn alternative

. | ;
products under conversion Given its voluntary nature, farmers ?re unlikely to

respond altruistical 1y to The Regulation. Although the Community—wide levél of
compensation has yet to be announced, inevitably the financialéattractiveness
will vary from country to country. For example, the relativefy high returns
ehjoyed by cereal producers in the UK will make the compensation less
attractive compared with producers in Italy where gross return$ per hectére
tend to be inferior. In addition, and in common with many oﬁher aspectg of
agricultﬁral policy, the response tb Regulation 1760/87 willidepend al%o on
how other policy measures are implemented for those product# eligible?for
'lextensificationt, eépeciélly price levels under the CAP and @he quantity of
production taken into intervention. Only rigorous control ovlr interve?tion
will prevent the production savings of one country being taken:up by incréased
cutput from another, thereby alterlng national market shares. Indeed, féced
with uncertainty in policy, most farmers are unlikely to chan%e their faﬁming
systems in relation to The Regulation. Nevertheless,‘the eff%gtive leVQI of
support prices will vary frém country to country because of the configued
operation of monetary compensatory amounts (MCA){Ritson and Tangerman 1979).
Untll they are completely withdrawn, each country will retaiﬁ the ablllTY to
manipulate, within limits, national levels of institutional price support
under the CAP. Consequently, the financi#l incentives fér férm conversion and
extensification will be varied by naticnal ratios between payﬁents undeg The
Regulation and support prices under the CAP. !

National views on Regulation 1760/87 are likely to be conditioned in:part
by the projected budgetary cost of the CAP, both in aggregat]lpnd in terms of
the net costs and benefits to the Member State It will be rec;%led that itle
OI of The Regulation is primarily an attempt by the EC to reduce the output of

farm produce surplus to market demand, not for its own sake but in order to

|
limit or reduce the escalating financial cost of the CAP. Thus reducing |farm




output of some preducts by 20 per cent (Article 1b)} without reducing the
financial demands of agriculfure in the Budget of the'EC'ﬁould not meet the
overall objective of current policy. Regulation 1760/87, therefore, shifts
some of the costs of supporting farm incomes from Community price policy to
the national budgets of the Member States. For example, under The Regulation
only 25 per cent of national expenditure will be reimbursed from the European
Agricul tural Guidance and Guarantee Fund (EAGGF) - 50 per cent for expenditure
in some less-favoured areas as defined in Title V, Article 26 - the remainder
coming from the national purse. Any financial savings from reduced output
would accrue to EAGGF. Since Member States already vary considerébly in terms
of the net costs and benefits of present budgetéry arrangements, sb the
financial consequences of implementing The Regulation will also vary.
Ultimately the extent to which national interests on net coéts of the CAP are
placed ahead of the Community interest in limiting expenditure will shape
individual national priorities in promoting The Regulation. This takes the
argument into the relative strengths of rural/agriculturél political lobbies
within Member States, and natiomal views on funding the CAP, both of which are
taken up elsewhere in this publication.

Other sources of inter-country variation exist in the likely response to
The Regulation. For exahple, previous experience with 'structural' Directives
'aﬂéﬁﬁegulations shows that'Member States react withrvéryihg degrees of
enthusiasm (Révell,1985); in part this depends. on how much finance comes fron
the EC Budget rather than the national Budget, and in part how well the
national administrative organisation can cope. If past experience is repeated,
Wwe can expect governments in countries such as the United Kingdom, France,
Belgium and Luxembourg to react relatively speedily and with enthusiasm to The
Regulation,whereas theropposite appears likely in Greece, Italy, and West
Germany, together with Sbéin and Portugal. Indeed, the failure of Italy to
respond adequately to previous initiatives on the development of agricultural
advisory services has resulted in special conditions being attached to that

country under Title V, Article 8.

(Ve ]




Table 1 shows, for beef and cereals, how the measures foriextensification

are likely to have a varied relevance within the Member Stades. On cer%als,
! b
i |

Ireland,the_Netherlands,Belgium and Greece are not likely to be grdatly

influenced because of the small area of cereals on individual farms and/or the

small contribution made to EC or naticonal agricultural pro@uctibn. On the

cther hand, governments in countries with the highest lévels of 4elf—
sufficiency (surplus) - France,Demmark and the United Kingdo& - may také the
view that they hold an economiec advantage in the production‘of cereals and
expect adjustment to be made in these other countries. Similar{arguments apply
to the production of beef where Ireland and Denmark are the m%in countri%s in
'‘surplusg', but most EC output comes from West Germany a&d France.§Some
interesting, but as yet unresolved and unpredictable, nationéi divergences of
interest have yet to be worked out in terms of where adjuéﬂﬁent is to take

‘ |
place in resolving the problem of Community surpluses.

Table 1. Cereals and beef in mational agricultural secto}s
Beef and Veal Cereals
Country Ave.cattle % EC % matiomal % self A B c
per farm output agrie.output sufficiency| (ave.ha.
() (B) (c) (D) per f?m) |
West Germany 34 28.3 16.8 115 7.2] 16.2 ig.u
France 40 15.2 15.8 117 12.0? 34.5 1§8.9
Italy 18 12.2 9.9 64 3.3é 10.7 9.2
Netherlands 69 14.8 10.6 184 6.8i 0.7 51.3
Belgium/Lux. 56 6.5 213 121 7.3} 1.4 5.8
United Kingdom 80 9.3 15.0C 88 32.0= 13.8 i8.7
Ireland 33 1.2 37.7 614 H.Dé 1.4 h.9
Denmark 57 10.8 10.5 362 15.0i 5.0 !5.2
Greece 8 .7 3.9 36 1.7 2.7 i9.1
Portugal - - - | . - 3 - | 0.8 | -
Spain - - 6.7 90 -, 12.8  13.4
(EC 10) 36 100 14.1 108 7.6 100 12.2

|

Source: Commission of the EC 1987 The agricultural situation in the Community.
1986 Report, Brussels.
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A broad concensus now exists on the explanation of héw and why the CAP
has reached its present critical financial state, although there remains some
variation in emphasis. Suﬁﬁarising, technology-driven agricul tural
modernisation has increased the ocutput per hectare of farm production; over-
generous levels of price-suppoft under the CAP have stimulated that output
faster and further than warranted by market demand for farm products. The
latter process can be interpre£ed as a function of ‘nén—market‘ or political
failure, the extensive literature being reviewed elsewhere (Béwler,1987% Whét
has not been fully appreciated ﬁntil recently, however, is the 1oca£ionally
selective nature of the agricultural modernisation process. Some recent
research (Bowler, in press) hés examined three dimensions in the prooesé of
agricultural modernisation during the 1960s and 1970s (intensification,
concentration and specialisation of production) using the administrative
regions of the EC as a framework of analysis. Table 2 summarises the sets of
variables that were found to be associated with regional variations in the
pace of agricultural modernisation. The process of intensification of
production, for gxample, appears to have progressed faster in regions with
high levels of expendituré\frém EAGGF, high proportions of tenant farms, low
levels of envifonmentél Qualit&?and large business sizes. On concentr#fion,
regions in countries with poéitive MCA, having low initial levels of
intensification but with high expendituré from EAGGF exhibit the greatest
rates of increase. Regicnal variation in the rate of product specialisation,
on the other hand, has been a function of the location of food pfocessors,
poor environmental quality, large farm (area) sizes and the region being
within one of the first six countries to join the EC. The anélysis found no

support for the urban-industrial hypothesis of regional agricultural

development.

wn




Table 2. Regional variations in the process of farm modernisation |

Dimension: : |
Intensification Concentration Specialisation’
of production of production of production

Process variables (rank order of importance):

(1) Expenditure from EAGGF2 (1) McaD {1) Worﬁforce in f%od
prodessing \
(2) Owner occupation® (2) 1968 intensification (2) Envircnmental
level® quality
(3) Envirormental quality® (3) Expenditure from EAGGF (3) Farm area size
(4) Farm business size (4) Membership of the

Six | ‘
| |

_ - ] sl_
a: European Agricultural Guidance and Guarantee Fund; b: monetéry compenss tory
amounts; e¢: inverse relaticnship '

{Source : Bowler, in press)

Policy measures such as Regulation 1760/87 are thus att%mpting toislow
déwn if noi reverse a process that varies in intensity from rigion to reLion.
Table 2 suggests that some progress could be made by changing the leveis of
expenditure under EAGGF ana MCA through price pﬁlicy, but regionally varying
structural variables, such as farm size and type of oéeup%néy, woulﬁ be

the

important in mediating the impact of price pelicy. More sigJifieantly;
dyramism of regions with poor environmental éuality (hills{ﬁublands, po&fly—
drained lowlands) suggests that The Regulation need not haﬁe its greatest
impact in areas of economically marginal agriculture. Suéh afeas have their
own momentum in terms of increasing production as attempts ar; made to ﬁlose
the existing gap in farm incomes between 'rich' and ‘poori agriculthral
regions. In addition, Member States are authorised not to applijhe Regulation
in such areas (Article 1a, 3). .

On the cther hand, experience in the United States w$th 'set-a%ide'
pfogrammes, of which Regulation 1760/87 appears a variant, &ndicates khét
economical 1y marginal land is the first to be affected. Economic theory pdints
to the same conclusion (Hill and Ray, 1987, pp.151-155), while previous

|

are most often used to finance farm changes that would have occurred anyway

retrospective studies on the impact of 'structural'! measures suhgest thathhey




(Bowler, 1979). But alternatives in the use of marginal lan;:l will also
determine the regional response to a programme of farm converslon and
extensification. Hart (1968,1980) has shown how harginal land has been
reallocated to alternative uses in a varieﬁy of ways within the United 3States:
in some regions pért-time férming based on poultry has been a development; in
otheré, farms have been amalgamated with the land put down to pasture for
beef; conmmercial forestfy has been developed in some regions while in others,
such as the north-eastern states, land has been abandoned to scrub. Hart's
research was based on 'market-induced! rather than ‘set-aside' land use
changes, but it serves to demonstrate that within the EC 2 varied regionzal
land-use response tb The Regﬁlation is t§ be expectéd. However, only a regicn-
by-region analysis bf the econémic viébility 6f alternative land uses, for
example forestry, will enaﬁle 2 detailed estiﬁate to be made of the outcome

for the Community.

In much analytical work on agricultural policy there is an assumption
that policy measures, oﬁce enacted, pasé directly t§ individual farmers who
then react independently and in a variety.of ways; their behaviour in
aggregate produceé the regionally variéd responsesalluded tﬁearlief.An
increasing recognitioﬁ iz now given to the role of iﬁstitutions in mediating
between policy makers and agricultﬁral producers in terms of how policy
measures and their objectives are interpreted, and guidance on what the
farmer-response should be (Clark,1982). It cannot be asﬁumed, for example,
that all institutions will be supportive of central government action or, in
the present case, of action promoted by the Européan Commission and sanctioned
by the Council of Ministers. Consequently, institutions will also play a role
in any agricultural response to Regulation 1760/87.

In examining the regional implication of this contention, it is useful to
define an institution as an organisation having an internal hierarchical

structure of power and responsibility, with stated objectives and possessing




resources enabling it to reach thoee objectives. Thus deflneﬁ institu;ions
can be cultural, social, economic or political in oharaoternlalthough here
only the last two categorles have relevance. In the field of agricul ture,
institutions can be categorised as: providers of capital, ipformation and
advice; egents for research and experimentation in agriculturj? organisele of
agricultural prloes and marketlng, providers of technology to the farm sector;
and defenders of the agrloultural interest. Thus an institution may be a
private company, a naticnalised industry, a non—proflt organ;satwon, a central
or local government department or a qua31 autonomous nol-governmental
organlsatlon Each Member State and agricultural region has evolv d a
dlstlnctzve combination of lnstitutions, many of which have been aotive in
promoting and facilitating the process of farm modernisa#ion discussed
earlier. However, not all institutions act in support of simihar objeot‘?es,
and those which defend the agricultural interest in a region are often in
opposition £o those inetitutions which implenment central-goverhment polioy by
attempting to change farming, for example its size structure. Now institutions
do not operate in isolation but fofm a complex regional web of interacbion,
sometimes by exchanging 1nformation, on other occasions $y sharing key
personnel who serve on the eommittees of several institutions simultaneously
Through this process of regional interaction, centrally-defined institutional
positions become reinterpreted for producers on an area-by—areé basis.

These general p01nts are best illustrated by an exampue for the *'ne
sector - one of the products directly affected by The Regulatlon - draﬁlng :
upon research by Jones (1986) on the Languedoc-Roussillon region of
production. Within the region nineteen relevant 1nst1tptions can be
identified, while Figure 1 shows how a subset of the instltuthors 1nteracted
in the context of Regulations 1163/76 and 627/78 (later Regulaolon h56/80) for
the grubbing-up of vines (prime d'arrachage) and the restructuring of
vineyards. In this context, the local wine oo-operativesi the regional

federation of wine co-operatives and the groupement de product%urs all aFted

as resistances to the implementation of the Regulations in terms of the adﬁ1ce




and support offered to growers, while institutions such as the Société
d'Aménégement Foncier et d'Etablissement Rural (SAFER) anu the Office
Nationale Interprofessionnel des Vins de Table (ONIVIT) aetive}y promoted and
facilitated the policy measures. The result was a relativeiy low level of
response to the grubbing-up premiums compared with other regidna

The regional retweorks of institutions, therefore, are 1ikeiy to interpret
Regulation 1760/87 differently; to understand potenfial regional responseé it
will be necessary to monitor how different institutional netwofks react to The
Regulation just as much as economic considerations like the agricultural
production structures of each Member State. It is almosthertain that
institutions will take different positions on The Regulation (in the context
ot the United Kingdom, for example, The Ministry of Agriculture, Fisheries an&
Fooé, The Nafional Farmers Union, The Nature Conservancy Council and the
Countryside Commission), while any centrally-defined institutional view will
be reinterpreted within each regional network in differing ways {for example,
in northern aé cpﬁpared with scuthern England; in Waleé compared with
Scotland), Since little research has been carried out on regicnal
institutional networks, however, only these general observations can be made.

The agricultural respcnée to The Regulation will alsd vary according to
the position of different farm enterprises (such as cereals and beef) within
the larger farming system of each region. So as to gain some insight into the
likely response in Britain, attention is turned to the English counties for
which data can be obtained on changes in the number of different types of farm
between 1976 and 1985. Focusing first on beef, both 'mainly beef! and 'beef
with sheep' farms have been declining in number since 19?6, often as a result

of developments in the sheep enterprise. Using the technigque of Shift;Share
Analysis, counties can be identified which are losing these two typés of farm
at a rate significantly above the national level (Bowler and Ilbery,

forthcoming). They can be interpreted as having a relatively weak




tcompetitive' ability in beef production. Conversely, 'mainly cereal' farms
have been increasing in number over the last decade, magnly in areas
previously noted for dairying. Here, a recent high rate of ikcrease inithe
number of cereal farms has been interpreted as indicating a Eounty witﬁ an
underlying weakness in 'competitive' ability in cereals compared with long-
established regions of production. Téble 3 lists the leajtcompetitive
cdunties for beef and cereal production signifying thoée moegt likely tL be

involved in a programme of farm conversion and extensification under

Regulation 1760/87.

Table 3. Counties with (A) a low and (B) a high
competitive ability by farm type

Type of Farm:

A: Beef A: Beef with A: Cereals B: Miied B: Part-time
; sheep - ‘ :

Northumberland  Suffolk Cormwail Avon . West Sussex
¥Kent Céhbridgeshire Devon Warwickshireé Surrey
Durham Lincolnshire Cheshire East Sussex ; East Sus%ex

: - !
Humberside Bedfordshire Dorset Cheshire Porset
Shropshire Humberside Somerset - gt Somerset , «Hampshire

. i
Bertfordshire Northamptonshire Eastiﬁuséex; - i Berkshire
West Yo;kshire , BedfordsLire

(Source : Bowler and Ilbery, forthcoming)

|
| ;
\ i

But the agricultural response to The Regulation, as preJiously argLed,

will also be influenced by the availability of economically viable alternative

-

land uses. Areas retaining a strong element of -mixed farms, aﬁd those with a

significant stratum of part-time farms, may also be viewed as h%ving potenTial
for entering land into a programme of conversion and extensification. Counties
with a strong ‘'competitive component' in these farm types are &lso listed in

i
Table 3. Taken together, three regional groupings of countigs can be seen:




south-west, south-east and east-central England. These three hroad regions
appear to offer most promise in the curtailment of the production of cereals
and beef within England, while similar analyses for Wales, Scotland and
Northern Ireiand would allow other candidate regions to be identified.
Nevertheless, theée areas afe unlikely to bé those prefered for envirbn—
-mental conservation, thereby lending support to a divergence between the
policy objeetiveslof surplus contrel and environmental improvement as

identified by several observers, including Buckwell (1986).

Lonclusion

The main purpose of this paper has been to draw attention to the regiohal
implications of Regulatlon 1760/87 since it is a dimension often overlooked. A
number of factors have been 1dent1f1ed which zre likely to make the response
to The Regulation very uneven between regions within both the EC and the
United Kingdom itself. However, the regional modelling of 1ikely outcomes
cannot begin until a number of unknoﬁn factors are resolved, for example the
effeeti&e level éf price supbort of fered under the CAP in each Member State on
products such as cereals and beef. Other factors needing consideration include
the potential of each region for alternative farm enterprises (conversion),
the existing momentum of agricultural modernisation in the region, the farm-

g . :
size and occupancy structure of each region, and the character of the
institutional network in the different regions. Given this complexity,
together with the quite novel polipy of halting rather than promoting thé
process of agricultural modernisation under the CAP, it is difficult at
present to provide anything but the most general outline of the pdtential
regional impact of The Regulation within the EC. Scme preliminary, and only
indicative, calculatlons for the English counties show three possible regions
where the response to The Regulation might be greatest; these are located in
southern rather than northern areas of Britain. Clearly, further analyses ;t a

sub-regional level would reveal localities where farm conversion and

extensification might be favoured, for example in the urban fringe of large

T




cities and conurbations where the potential for non-farm enterprises is
greater than elsewhere. i

Quite deliberately, very llttle has heen mentloned in this paper About
the uses to which 'converted' or 'extensified! land might be put, inclu=d1ng
thé envirommental dimensions of Title V of The Regulation A;great deal héé
already been written about farm diversification and env1ronmentFl conservatlon
in general, and the United Kingdom government's pollcy on ALdRE (Alter-nzjt:.ve
land Use ana the Rural Economy) in particular (for example, Agr'a Europe,1986;

Murer,1986; Potter,1986). While these issues are taken up by lother papers in

this publlcatlon, much more cons:.der'at:.on is needed on the megional ra}\}ther-

than aggregate or farm-level nature of the uses to whloh rural land might be

put.
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INTRODUCTION, |

For two or threa y=2ars after the enactment of tha 1981 hildlifa d
Countryside Act, agriculturz in the UK sezmad to be vary chh on tha
defansive, An unlikely coalitién of natur2 consarvationists, %raarmarkeé
ﬁonatartst aconomlsts, and ecritics, from l2ft and right, of %ha Europaaﬁ
food surlpusas combinad in a powerful critique of British agrtculture'§
~econonic and environmsntal record. Calls for raform became sﬁrtdﬁnt. Thyg
agricucltural lobby sesmed impotant., Its traditional defencas , tha
provision of a secure and cheap food supply and the cuatodiadshfp of thé
natlon's countryside- tang hollow as evidenca mountad concerning the
way in which the CAP gave risé to highsr food pricess than on1 the worl&
market and on the destructive Impact of modern agrﬁculturalé technology

i

on tradirional countryside, But tha prospact of an zasy passéga toward;
~a fresrmarket agrtculture with tough environmental safeguard% was not tgq
be realised., In 2 quita rwemarkable way the agricultural Ilobby haé
'managzd to re~define the field of debata. No longer is it ﬂrimartly é
farming and consarvation debate; rather it ha; bzen Te-cast as an.
altarnative land use debata, British agricultural intaraatsi dlscovera&
an overwhaelming political and ldeological attraction in unQonvanttonal
lland usas., This paper attémpté to explain this poli-ti'cal3 phenomenoA
within the contaxt df the economic forces In which sucﬁ polfttca%

discourse is grounded.

A LAND SURPLUS? : . = ;

Forscasting futura land requirements is a perilous occupatiom, and we dé
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not intend to attempt any kind of datalled statistical pradiction of
futura land usa in Britailn, except in a very gensral manner. One 1lasson
from a political sclence approach is sursly that accurate foracasting of
soclal or sconomlc chang2 is an unattainable goal., The varlables ars too
num2rous and interdepandant, and thers ar2s too many that are
unpradictable to allow the degraz of statlstical accuracy nacsssary in
rodel bullding., Morsover, If predictive modals have a political or
sociatal impact (and this is usually the intention) then they are likely
to encourag2 adaptive behaviour to minimises any predicted ‘'bads' and
naximise any predicted ‘'goods', thus clrcumventing the projactad
*futur2’. Soclal forascasting is thus often intentionally self-defeating.
In this sznsa, it Is the modsrn aquivalent of a prophacy or a morality
play, imploring paople to mend their ways, To choos2 tha correct path,
or otharwisa facea certain doom. For reasons that will bzcone c¢lear, ths
spactre of millions of acres falling into derallction ¥s of just such a
prophetiec hue, The futurs, at 1sast as far as 7rTural land uss s
concerned, ¥s not som® predetermined states shapsd by autonomous forces
but is a matter of soctal cholce. Many opportunities and potentialities
arz being opened up.and how thesa ars tq bé used must;be the subjact of
the widest possible debata concerning naﬁ‘dnly what 1s faasible but also

wha® Is desirabla.

Ther2 has long bean an intersst in future damands on land usa in the UK,
but the concern - and conslderable academic debatz -~ sinees the 1960s
has centrad on the extaant and coﬁsequences of urban uses of agricultural
land against a background of concarn that urban axpanstoé.mightnlaad to

a land shortags (sae Bast, 1981), Early astimatas conca:ntng the UK

carried out at Wyw Collage (Edwards and Wibberley, 1971) did not go as
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far as prazdicting surplus land but it was suggestad that improvsments in
food production tachnologlize would mor2 than kaap paca with ‘ha logs of
agricultural land to urban usas, and moreovar that produdtion coul&
eventually b2 curtailed on land for anvironmental purposea{ The main
- flaw of thes2 =arly studizs proved to be mxaggeratad axpecta%tons for Ug
population and =conomic growth and conazrvative sstimates ragarding thé

growth in agricultural productivity.

Only since 1985 has land use concara amerged inm a new gulse attracting
the attention of tha natlonal press, cabinst dtscuasto#s, and tq
Fabruary 1987 being ths occaslon of a row betwsen agrf&ulture an&
anvironment ministers ovsr who hald responsibility for rurai land wusa
' policy. A number of studiss have bean undertaken(North, 1984; Edwardsj
1986; Gould et al, 1985), and these araz in close agrsemsnt thab i&f
massive surpluses araz to be avolded new uses will have to beé found for
considerable areas of agrtculiural land, of the order of seviral mﬁllio;
hectares. Early In its own intermal discussions MAFF is kno&n to have
~opted for a likely figurz of between one and two million h&ctaras. Iﬁ
' has semmimgly gradually increased the figure ddring the rzlativaly short

period during which the topic has hacowa a matter for dabate* such that
| by September 1986 it was rscommending a raduction of th%ea mﬂllto£
hactares in the UK cereal acreag® alone (MAFF, 1986).

|
If wa wore following conventional analysis we would now 4proceed t6
assass the possibilities for new uses. It is a task wa hav# performad
elsewhere (Cox et al 1987; Winter, 1987), but it is iaséentiall;

misplaced. Instead it is important fo mention some provisos., Most

importantly it would be entirsly erronecus to assume }that thesg
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theoratical lsvels of surplus land will automatically resul? in land
- going out of production, Indesd, as Edwards poiats out, wa already hava
a theoratical 'land surplus' reflacted i#n ths commodity surplus and
thara are no slgns yet of a withdrawl of land from production. On the
contrary thera 1s every irndication thst frash land is coming into
-production (Countryslde Commlssion, 1986), The raasons for this ravolva
around the politics of the Common Agricultural Policy and its conpinued
price support. But mora significantly sven #f supports werz withdrawn
from commodities in surplus so that world market pricas prevailed, it Is
unlikely that two, three, four, or fivs million hectarzs would be
relsased from productlon. Fach individual farmer would vary in his
r2actlion., Whils some marginal land might tumbdla out of production,
zspecially whera bankruptcies forced farmers to ceass trading evan
without a buyzr for ¢their 1land, othsr 1land might be farmed 1lgss
intansively. This would be sspeclally tha case for those farmers owning
thelr holdings outright and in a positfon to buy other land very

chaaply.

Support for thase argunents can be found in the report from thé Centra
for Agricultural Strategy on the Implications of a number of altermariva
scenarios for the futura of the Common Agricultural Policy (Harvay et
al, 1986). ThrOugh the uss of a computar model Incorporating both
aconomie and land classification data the tesam of resaarchers
investigated the 1llkaly outcome of differsnt policy scenarios. The
raport identifies one million hectares in England and Walas which 1s
already Low Gross Margin land and therafores liable to transfar to other
use should such an optlon ba avatlable, Undar.all the scenarios, excapt

for tha continuvation of Current trends, there ¥s3 an increase in the
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proportion of Low Gross Margin land. However in tha absence $f obvtouai

altarnative uses for this land the most llkely comsagusnca tsla gameral

de~intensification, The CAS linear programming modal identiftes this

land as surplus ouly in the s#ma2z that, glvan axltsting technoiogias, its

continuad usa étll reduca rather <than Increasa tobtal gross marging.
' i

‘Howevar, the rapord continues: !

It Is not gross margins which provide incomss and savi*ngsI but nat
marging, le, ne* of fixad costs. As the %ndustry adjusts to a
sttuation of reduced gross margins, so ong would expect khat thesa
fixad costs would alsc beg reduced as investment Is reducad and
labour &s relzassd. The lavel of intensity would also be expoctad to
fall in these clrcumstances, and while soms land nmight be releasad
to alternativa uses this LGM land might be batter thought/ of as the
"hectara squivalent of the potantial reduction 4in intensity which
could occur ovar the whola land bass., (Harvay, =t al, 1986)

‘The envisagad increase in the Low Gross Margin land s a conshquanca oﬂ

the poasible policy changes to reduce commodity surpluses, However as

the report amphaéﬁses the land #s 1ixely &to ba farmed at a lower
_ |

intensity with a corrasponding 1lowering of Iintemsity across the

spactrum. Inclidentally, a matter not considersd by the CAS ; study, 1Is

-that soma of the pessible naw uses for land are only feasﬁbﬂe in jusﬂ

such a lzss Intensive and capitalised agricultura, For example an

axpansion of UK fins wool production would become viable if ﬂand prices

! |
dropped as under a fre2 market scemario. If the CAS assumptions are
correct here 1s a 'solution' to ths alternative land uss qu#stron, but

| |
it is obviously a solution with enormous soctal and economic
consaquence2s for rural areas. For example modelling thai employmant
 cousaquencas of tﬁg'acenarﬁos shows a change in the whole;t&da farm work
forca of about ~3% under thes quotas or prices scenarios and 197 under
free trads. In addition farms run primarily by family labouriara likaly

| !

to exparience an increas2 in "disguised unamployment" (sea E:rﬁngton;
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1986). The upstream and downstream affacts on employmant could ba of

aven greaater significance,.

With thage socio~aconomic consequences in mind %t 4s not hard to
understand the zagnerness with which the agrtcﬁltural conmunity has
zmbracad the altezrnative land use Issus. Essentlally it 1s not a débate
about finding usas for land that would othezrwissz bz r=dundan®, Rather it
concarns the maimtenanca of farm incomas and landed imtarests (cf. Cox
et al 1986), Key factors havz been the continued legitimation of a
productionist Ideology In agricultural policy and reszarch and the
lagitimation of agricultural property rights. The degraa %o which the
agricultural and landowning lobby will ultimately succead in sustalning
its definition of the tarms of the alternative land usas debata is open

to quastion.

CULTURAL DETERMINANTS AND IDEOLOGICAL BIAS IN THE ALTERNATIVE LAND USE

DEBATE.

In the light of the economlc evidence provided by the CAS study, and
indeed the evidenca of previous agricultural depraessions when farm
adaptatlion did not Involva a massive reduction of the agricultural land
ar2a, wo know ngad a clearsr understanding of how the agricultural
crisis has come to be dominated by land use concerns. What ars the
cultural determinants and Idesological hiases in the alternative land uss

debata?

First, despitms the novelty of some of the specific opdlons for
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alternatlive land uses the dsbata Is rooted in 2 long lestablished
agricultural fundamentalism in poliecy. Tha primary oriantation #%s
tovards agriculturs and the agricultural sector's land requirsments. The
land usz neads of other sactors of tha socizty and tha dconOmy ars
treataed as axogenous and seacondary factors, whealad In at thq and of tha
‘analysis as possible solutiona to agricultura's parcelived sdrplus land
problem, Recommendad usa of land for recreatlon, as a booat to farm
incomes and surplus land problams, is an obvious example, In one raspsct
thisz raverses a major bias in the way in which tha rural land use dsbata
has bean construed since the 1930s r namely that other demands for land
: |
and space placad pressures upon agricultura's use of rural lind and uha#
they mus® be conatrained in the interssts of a vigorous farm%sector. Bué
the fundamental bias remains for, although other uses 3re ndw sean aé
potential solutions rather than potantlal threats thay ara siill treatad
as axogenous factors. Agriculture has a prescriptive clalm on the use of
rural land. Recrﬂation,.conaarvatton, housing must dovstaﬁﬂ imto the
neads of the agricultural industry to find newusss for au#plua landq
Such thinklng was, of course, embodiad in the 1947 Town and Country

Planning Act which gave farming and forastry a pre-smptive claim over

all other rural land uses.

Sacondly, another remarkabla featura ls the manner in which 4 crisis in
‘rural adjustment and developmemt whosa  e2ssseatial fa%tursa ar%
socloneconomic has, in the British contaxt, been re&efined aé
2ssentlally a problam of land use, YNotwithstanding the growth of
snvironmental awareness the farm crisis in Britain is ssmn as primarily
ona of ovar=production and tha mounting costs. of farm supéorb. These
twin alements ars glven dYffsrant amphasis by diffarent auth#ritﬂas anﬁ
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interasts. The focus of the UK Trsasury, foraxample, %s on the nsed to
r2duce publlc expenditure on agricultura, wheraas farming interasts ars
mora preoccupied with the embarrassing question of food surpluses., The
solution to thesa twin concarns s ssan to 1la &n farm diversification
linked, if necessary, to production controls and various inmducemznts ®o
ancourage farmers to switch land out of surplus commodities. Though this
is becomlng the acceptad wisdom in Britain, the farm crisis is percelvad

differantly In some other EEC countrlas,

French authoritles, for sxamplae, are more inclined to saa the problem of
surpluses as on2 of undar-consunption rather than ovar-production, and
to look not for noval land use alternmatives bul to the opening up of new
markets for traditional commodities both domestically and oversesas, svan
at the rlsk of provoking #international trade wars. The notien of
set~aside, widely canvassed im Britainm, is particularly unacceptable to
French pollcy makars. Arguably, in the form of rural dasertification, it
has been a major featurz of parts of the French countryside,pardicularly
:he Massif Central, for many ysars. Significantly, though, this process
of land abandonment is considerad to be one of the most serious
countryside problems in France because of its assoclations with rural
depopulation and landscape darsliction. Therafore, set-asida is
certainly not re2garded as offering a solution to the farm crisis, rather
it Is a manifestation of the crisis. Contrasts with th® Franch responsa
help us to reallise how 1ittls rzgard there Is within tha altarnative
land use dabata in Britain for quastions of soctal welfare. Wholasals
land abandonment is not acceptable in Britain etthur; but hera the

argumant revolvas around the ne=d for positive land management ~ ths

ideology =mspoused by raprasantatives of landed capital. Managsd 1land
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abandonmem?®, as in sat-aslidz, with compaansatory payments (aﬂthough not
to displacad workars) is percelved by many as an sxciting cqallange to
 traditional British land managament sxpsrtiss. The way tha idabata ha%
been constructad deflects attention from tha distributlonal Jpnsaquencai
of various pollcy options, which aven in scholarly rasaarch ;are almosé

voutinsly ignorad.

Thara &s Intersating evidenca of +this neglzct of qu#sttons of
distribution in rslation to milk quotas. The worst fears of &ha farmers'
‘groups concarning the sconomilc consaquencas of quotas have pﬁovad to bd
unfoundad, although further rounds of cuts In quota might | hava mor%
drastic sffects. For one thing, producers have shown some Qlacrity 1&
implementing th2 changes in farm managament necessary to cope wlith
quotas. The spscial cases procedure, @sbablishad by MAFF in consultation
with the farming unfons, notwithstanading an slsment of rTough justice,
ansurad some additional quota allocatiton for a numbaré of really
-hard-pressed producers, Moredvsr the EEC's Outgosrs Sch%ma offareq
‘yelativaly gsnerous compensation. None of thess Jmaltorattva
arrangaments was avallable w=ither for hired farm work&rs or foﬁ
businesass and thelr employess in the ancillary sectors, To copa wﬁth
quotas farmers wara encouragad to limit their Imputs of bought-im
feadstuffs and to take a careful look af all their costs, Including
labour. As a consaquence, dalry profitability actually rosa #n the first
yaar of quotas and has besn reasonable sver since, as tndtca&ad by thé
consiiderable premium attached to land sold with quota, Ho#avar, far%
workars, the manufgcfure:a of compound faad and milking macﬁtnery, ani

workers in the dalry processing industry all suffered. A aurday of over

2,000 dairy farms carried out by the MMB showad that the ' number of
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full~time hired farm workers daclined by 7% bstwesn 1983/84 and 1985/6.,
Therz was no changa In ths number of full-time farmers and family
workers, although the survay did not covar dalry producars who had gone
out of dairying. To some extent then, the crisis was diverted away from
- the farmers to othar ssctors of the rural sconomy or class groupings 4n
agricultura. Micha=l Jopling was continually and unsuccazssfully prassad
by Laboux members of the Housa of Commons Agricultura Committee to

provide compansation for workers in thasa other sactors.

Construlng the farm crisis in terms of alternative land us2s 3%nclines
policy cholices towards the radsployment of landed capital. Thesa include
capital grants to promote the re-us2 of redundant farm buildings and
alternative usas of agricultural land; and the relaxation of of wvarlous
planning constraints on changing the use of land and bufldings., As we
have sezn, milk quotas have fnvolved payments to agrarian and landed
capltal - in the form of outgoer schomes, the valuas of quota or
guaran®zed prices - and thw displacement of rural labour. Other schemes
o 1imft the growth of output are 1ikely to hava a similar impact,
1ncluding payments to farmers not to dastroy Sites of Spactal Sclentifice
Intarest and the landscapes of Natlonal Parks, to setraslde cersal land,
and to plant farm woodland, It is arguable that such payments to

ancouraga farmers to switch capital from one =conomically unproductiva
spher2 to another ar? nalther aquitable nor rational. They do litbtle to
face up to the fundamental cause of structural surpluses, which is not
an abundance of land but of capital, and 4in tying up capital in
unproductive activities -and displacing smployment they makas nb sensa In
tarms of the major problems faclng the national economy. To construe the

crisls as a land usa one is to miss the centrality of capital deployment
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and the support of incom2s in the polizical squation. St#d&es whtcP

projact massive land surplusas only do so by assuming the continuation
of capital int=nsive agriculturs. But the capitalisation of . agricultura
¥n tha post-war period'depandend on policies of stata suppor? bas2d on
pramises ragarding the reolativa sghortage of land and habour that

patantly no longar prevall.

Environmental poliicy for agriculture has besn drawn into thé sams8 nat,
with nearly all initiatives over the last feow yéara vaquiring an
injection of direct payrments which ars competitive with iagricultural
returns r Sites of Spactal Scientiflc Interest, Environmentally
Sansitive Arsasg, and the Farm Woodland Scheme ‘curraﬁtly befo&e
parliamam®, This has been pursued by the farming lobby in two ways, both
of which testify to the pacullar rolez of land In British polity and
culturs. First, tha speetra of large=mscale and unma$agad land

abandonment has been deploysd by some as a warning agatnatj an uncar?d
for countryside. Sacondly,. and morz significantly, haL bean tka
propriatorial poésasstvenass of the farming 4Interests regarding ;n
assured income guarantzed by the state. Increasingly farmers' intarasts
in state support have been asserted as property rights. For example, the
1981 Wildlife & Countryside Act iIntroduced a requirement fwhsraby, Ff
farmers were daniad agrﬁcultﬁral grants on eavironmental chunds th%y
must be recomapgnsad. As ona obsarver commentad at the tﬁma; it gtv%s
lagal sxpression to tha surprlsing notlon thar a farmer haaia right to
grant aid from the tax~payer: If he is deniad it in the @tder publie
fnter=st, he must be compensatad for ﬁhe résultt@g, entﬁrgly

hypothetical 'losses’ (Robin GroverWhite im the Times). ‘Tha somawl#au
| i

surprising consequencs s that land bearing a consarvation designation
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may now be ragarded as a proparty value entitling its owner ©o an incoms
from the consarvation authorities, To thls extent conssrvation may ba
presantad as on2 alternative In the debate on new usas for land. . But
outslde such designatad areas other alternatives ars sought and -tha
possible (and much cheaper) consarvation benafiis of allowing a marked
lad reductlon in farmlng intensity are sschswed, The phrenatic .search

for new crops, new market outlets, and so forth contlnues.

Other afforts to curb agricultural output, 1likewlss refracted through
the interests of agrarian and landed capital, have also $nvolved tha
craative reassertlon of property rights. Thus milk quotas ara regarded
as a right to futura flows of protesceted incoms. Quotas ara traded, as a
proparty rTlght, separataly from the holding to which they wers
orlglnally allocatad and are oftan of grsater value than the land with
which they are assoclated Such measures, thersfora, continue tounderpin

the over-caplitalisation of agriculture.

We would argue that the ideology of property rights %s legi®imatad
through the equatlon of the agricultural with the rural, :Thus
agrfculfure 1s the main benaficiary of pervasive anti-urban ssntiments
which ldeallse rural soclaty, and the vitality and welfare of rural
reglons ls sean to ba far mora tightly vound up with tha fortunes of
agricultura than an objective econonic anlaysis of rural raglons would
suggest. Successively in the post-war period, the davalopment of a
national welfara statas, countarurbanisation, and industrial
‘rtestructuring hava Introduced into rural reglions psopla and jobs that
ara not reslated to agriculture or other primary activitiles, At tha sama

time, amploymsnt In agriculture has fallen sharply and an sver



rlarm

incraasing proportion of the valus added wlthin the food chain has beeq
icaptured by non~agrarian andoft2m non~rurally basad capttals{ (1nc1udiné

inanca capital, =agro-industrial capltal, and food prodazssing an&
retalling capital)., In conszquancy, agricultura has maQe an ever
dsereasing contributton, in terms of incoma and employmant; to rural
acononias. 1 ‘
| !
| |
Neverthel2ss, conceptions of the rural ars stlll doﬁﬁnazed b}
agriculzurs. One consequence s that other soctal and economic
activitias ars eclipsad in publie thinking. Nonragrﬁculturai intarests

arz also dolegitimated. Significantly, many discussions, 4including

 acadamic studles, of rural land uss refer to all nonnagrﬁcdltural an#
forastry usw@s as urban usss, $uch perceptions underpin thé polittcai
hegemony of agricultural and landed Intaraests In rural reglons. They
also undepin stzte support for agriculture, which exceads tﬁat of any
other industry. Agriculturs is the only Industry with its 04n Mﬁntstrx
and it ramains ona of the maln conduits ofpublic funds to ru#al reglonsg

sven though much of this quickly flows out of yural argas Yo the

non~agricultural capitals in the food chaln.

Much of the dabats over the rgsponsa to the farm crisis has &een cast in
. terms of the nead to prot2ct agriiculture in order to pr&tect ruraﬂ
aconomias. This has inveolved some topsyturvy 1loglec., For aoxampla, th;
casa for farm diversificatlon has bean arguad ¥n terms of the nmed to
strangthen rtural =economles when the evidence suggests | that tha
opportunities for farm divarsification depend on the buoyaﬁcy of tha
. (axtra agricultural) regional aconomy, Certainly, it is unltqaly that a#

industry which at the helght of Its post-war prosperity vds sheddﬁné
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labour at 3-4% p.a. can offer any slgnificant prospscts to thoss
concarnad with an sxpanslon of rural employmant opportunities when %ts
fortunas are rzversad. Likewlse, most attention on the soclal and
aconomic problems of zural areas is focusszd on the hardships of
farmers, and the plight of the rural poor is asclipsed, And, as w2 havas
szen, officlal responsas to the farm crisis, such as milk quotas, hava

offered safsguards to farmers whila sxacerbatimg rural daprivation,

CONCLUSIONS.

In conclusion givan the inevitable socio~cconomic costs assoctated with
structural change in agricucltura %t %8s not hard to understand tha
gagarness with which the agricultural policy community has both selzad
upon and stimulated the alternative land use debata. The overwhelming
amphasls of the debate Is upon maintaining land in production. It is
fraquently malntained that in matters of agricultural land-use thers is
a major cholce to be confronted. Either farmers and landowners will be
obliged to adjust to the market, with fairly dramatic social and local
econonic consequences or policy measures must be devissd to support
farmers in ways that do not lead to surplusas. The alternative land uses
advocatas offer a scenarlo which seamingly covers both options. Spacial
policy measures -~ grants for diversification, R&D programmas for new
crops, the development of new markets, etc » ara neaded, but only in
order to allow for adjustment to the marker - the prophesi=d new markets
for.new crops and products., But therz is avery 1llkellhood that such
ad justment policles will lead to the assartion of new proparty rlghts,

as tha markat fails to respond, necessitating a new cycle of support and
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. dapendancy. Mezanwhilez snvironmental conservation finds itselé relegata?
to the periphery of debates axdept wheres it too can be transfdrmed into é
tight to incoma, The dang=r is that conservationists becOme'éontanﬁ with
gains on the periphery. By d=fault conservatioists semm to bz allowing
the agricultural lobby to rzassart 1i¥s authority fin date&mfning tha
policy agenda. Traditionally  conservatlonists in Britain! havz bea#
consarvative, concsntrating oﬁ visual amenity and tha desﬂgnahﬂon oé
protsction of particular habitats rather than on overall environmental
impacts such as agricultural pollution. The assertion of public
enviTonmental rights In the form of land reaform, public cont#ol, and 80
forth ¥s as foralgn to most conszrvationlsts as tha 4otton tha#
“agricultural polley should be dirsctad away from suppord jfor landa$
capial to stimulating rural employment and alding the zFural poor,
vhether on farms or nod. Re-dafining the politfcal agenda inthesz ways

ts far from being an immediate prospact.
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THE EXTENSIFICATION SCHEME: MONEY WELIL SPENT?

The above is the question 1 have been asked to address myself to. It is useful to

start with a simple diagram,

Consider the internal (EC) market for an agricultural commeodity. S and D are domestic
- supply and demand schedules respectively. The Intervention authority by a range of
measures including intervention buying maintains the domestic price at Pj. Intervention

stocks may be disposed on the world market at Py Imports are blockaded by the levying

of a premium ‘a' such that Py + o > Py.

In the inijtial situation the Authority purchases a quantity ab and, if for the present we
ignore administration and storage costs, then net of sales expenditure on intervention is
abcd. The Authority decides to impose a quota to make domestic supply equal to demand

at Py but commits itself to maintaining farm incomes at the pre—quota level. Consumer

and producer welfare are thus unaffected. The farm income constraint means that total




Authority expenditure rises by the value of interventions sales cdfe. The ta){payer is thug

worse off. A quota will only increase welfare in two circumstances: - |

| (i) Intervention costs (administration plus storage per unit quantityi exceed the

residual disposal price Pwy. This situation is shown in the diagram. Pyw - CI (<Oj is.the
net proceeds from intervention buying and disposal. Pre—quota the authority's expendituré
is abjh; post-quota thus falls by (Pyw - Cy) hi. '

(ii) Expenditure post—quota yields external benefits (environmental gains) which exceed
the net cost of meeting the income constraint. Whether Py — C7 € 0 %the vélue of
environmental benefits achieved must be > (Pyw ~ Cp) ef. Thus if Py —%CI < 0 the

!

scheme may be worthwhile even if the environmental effects are negative. ‘I
i
Consider now the consequences of an alternative policy of lowering the| price to P

so as to clear the domestic market. The farm income constraint is still in opdration.

Domestic consumption rises by ek and the consumers experience a suplus: PpPjag.
The income constraint requires Authority expenditure of PypbfkgPr. Foregone Authority
revenue is ‘as before (Pw — Cjp) ef and the net change is the difference between these

two magnitudes.
-
For the present ignore the environmental effects of the alternative stra{tagems. Since, '
farm income is the same under both the quota and the price strategies and|(Pyw - Cjyle
is common, the difference in welfare effects is the net sum of the difference in Authority

expenditure on income support and the differences in consumer surpluses. Thus (price

strategy minus quota strategy) it is:

(P|-Pg) oe — Pg ek ~ (P;-Pg)} oe — 1/2 (P;-Pg) ek
Authority saving Consumer surplus o
= - [Pg ek + 1/2 (P]-PE) ek]

 (n.b. this assumes the demand curve is linear).




Thus in welfare terms the price strategy dominates the quota strategy. This is a
familiar result and versions of it can be found in many text—books. If the authc;rity is
indifferent to the consumers' surplus, concentrating upon the effects on its own Dbudget
then only the first two terms above are relevant and the preferred outcome from its
viewpoint is determined by the price elasticities of demand and supply and nothing may
be said a priori. Results are standard and in general Authority expenditure will -fall

provided that teq1>1eg1 where 'eq’, 'eg' are the elasticities of demand and supply.

But a final judgement on the alternative strategies depends additionally on their
environmental consequences. Maintaining our level of generality we could consider three

factors that determine the environmenta! outcome. Putting these as hypotheses we have:

(i) environmental quality is a negative function of output;
(i) environmental quality is a function (positive or negative) of income compensatory
expenditure;

(ili) environmental quality is a negative function of intensity of production.

Council Regulation 1760/87 contains a number of provisions for other environmentally
relevant exi;enditure - e.g. changes to investment grants under article 16 .(.4), to headage
payments under 16° (b), for farm forestry and of course amendments to Title V. on aids in
environmentally sensitive areas. There is no presumption, however, that E(i fevenues are
strictly hypothecated so that we cannot assume that if, say, our alternative price strategy
yielded budgetary savings on income compensatory payments those savings would have been
used to increase the rates of payment or extend the scope of other environmentally
relevant schemes under the Reguiation. Budgetary savings are thus simply assumed to be

put to some beneficial use which may include reductions in taxation.

Hypothesis (i) is valid with regard to chemical pollution. Reduced output of arable

crops means reductions in quantities of nitrates and of pesticides released to the




environment. Reduced output of livestock means reduced volumes of animal )‘wastes to the

- |
environment. The other facet of output reduction concerns the alternative use of any land

released from production. Here the quota scheme places limits on the optio s - the land
must be either fallowed, forested or put to some non-agricultural use. The p}ice reduction:
alternative places no such restrictions and the presumption would be that it would largely:
go to other agricultural enterprises, that were not in surplus. Essentially this means sheep
production on the livestock side (assuming that mustelids, yaks and the other alternatives
considered in the CAS study of alternative agricultural enterprises are insig%nificant) and
!
non quota controlled non—cereal crops on the arable. Field vegetables, legphmes, oilseed

rape and other oil crops would seem the main alternatives. As a first approximation wel

may tfreat the shifts to alternative agricultural crops as eavironmentally neutral. There is, I

think, a concensus that no environmental' benefits follow from fallowing, The gnt.'ironmental
impact of farm forestry depends on the exact nature of the forestry :hnd thus on!
conditions imposed under the scheme. Farm forestry and the ESA scﬁemes, where
applicable, are available under either the quota alternative or the price optibn and again
as a first approximation given income compensation there would seem no rea.\iion why their
attractiveness should wvary between the two schemes. However, given th#t alternative
cropping is an option under a price cut we might expect a greater take-upiof ESA and:
Farmforestry schemes under the quota approach. On balance then the judg%ment is that
hypéthesis (1) leads to a preference for the‘qluota obtion because it yields gre%ter reduction
in chemical and farm waste run-off and because if the schemes are designéd to benefit‘

the environment, the likely take-up of farm forestry should be greater.

The environmental consequences under hypothesis (ii) depend on the uses to which
the compensating income is put. It could be used in part to increase the eamiing power of
enterprises on the farm - i.e. to increase the intensity of production of witHiin quota and
non—quota enterprises (or of those subject and not subject to support price cuts), toi

on-farm consumption (e.g. by increasing sporting provision), or product'th (forestry,
|

recreational provision) or it may be either consumed or invested altogetheﬂ outside the|




agricultural sector. Intensification is discussed below under hypothesis (iii). For the rest
perhaps the only point that can be made is that under the quota option, the compensatory
income is received when land is taken out of production so that the apparent incentive to
invest in alternative uses is greater. Whether this is a pro or con depends on your

judgement,

Turning to hypothesis (iii} I think there is little doubt as to its truth and here the
balance of advantage is plainly in favour of price cuts. On the normal arguments about
quota 'slippage' one might expect the response of increases in intensity of production of
both within quota and non-quota crops. Falling prices on the other hand reduce gross
margins hence marginal value products of chemical and capital inputs. Hence they reduce
the return omn investment to increase intensity and on traditional arguments should cause
retreat at both the intensive and extensive margins., There is a view which holds that the
short-term impact is perverse leading to increased intensity of exploitation. Those who
hold that view do not draw the conclusion that intensity is reduced by raising price so
that argument rests on a supply function that is disjunct. I know of no evidence in its
favour and am not inclined to give it much credence. In any case, given falling returns
from investment, the medium to longer term effect must be towards reduced exploitation

of the land mediated through falling rents and reduced rates of return on capital.

A qualification must be made to this conclusion. What was said above about the
quota option is true for cereals. For beef and wveal, however, the requirement of 1760/87
is for a reduction in livestock units. This could be met by a reduction in L.U.'s/ha with
no loss of area: i.e. reduced intensity is an option under the Regulation. The balance of
probability (althougﬁ the balance is crucially dependent on the nature of the production
function) is that a greater reduction in intensity would be achieved b_y the pri;e cut.

The answer to the question I have been asked is thus unclear. The alternative of

price cuts with income compensation has the advantage of benefitting the consumer




through lower prices of surplus products and yields additional environméintal benefits:

.thrc-;ugh reductions in intensity of production of surplus cereals. It will also le%d to reducedi
intensity for beef and veal production. Quotas on the other hand reqtgire a larger|
reduction in output with consequently less pollution. ‘pollution of course will fall with
reduced intensity although the trade-off is less than one for one. They may also lead to a
greater take-up of 'environmentaliy_.beneficial non-agricultural uses and some!but probably
not so great a reduction in inténsity for beef and veal. One final point conc%rns the issue|
of fncome compensation. Its mature is clear, although states have discretion !on the detaiiI
under 1760/87. With the alternative of price cuts compensation is by 1;10 means soli
straightforward and certainly the option exists of tying it to environment:illy beneficial
practices e.g. by generalising the ESA provisions: providing deficiency payme#m related to
production techniques. My package giving value for money would be aloné those lines:
price cuts coupled with schemes for extra payments for environmentally sounli farming fo

the generality of farmers. Special schemes for ESA's and LFA's would be on top of this.;

but a sound enviromment should be a responsibility of all holders of the land.:

As a postscript I have confined myself to the extensification proposal$ strictly and;

| i

have avoided comment on other matters in the regulation. I have views ?n them and
scme worries about their impact - particularly in the UK. I have recently written on the

problems with respect to the Pennine Dales and can supply copies of the paper on

request.

J ohn Bowers

School of Economic Studies

. THE UNIVERSITY OF LEEDS

16. November 1987
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This very brief paper is an attempt to sketch zome of the
history of the current extensification proposals and put
them 1in the context cof the CAP structures policy. It
ends with some more speculative comments on Ffuture
developments.

The original extensification proposals in COM(S88)189 were
to apply only to vounger farmers and, optionally, within
LFAs. They formed part of a larger package of adjustment
measures which inciuded a pre-pension schemes, aids %0
younger Tfarmers, extensive changes to +the LFA support
system, FEOGA aid for ESAs, afforestation dncentives and
other measures concerning training, capital grants, etc.
Younger farmers were to be given incentives to +improve

product quality or to diversify away from surplus
groducts or to proceasd to a "significantiy extensified
system of farming" (Article 1(2)). Extensification thus

was only one +dtem in & small arsenal of structural
measures which the Commission was offering in an attempt
to sweeten the pill of price restraint.

In the svent the proposed socio-structural measures were
not unveiled until April 1986 and then became contentious
in their own right and so contributed rather little to
the price fixing negotiations in 1986. "'In the protracted
negotiations which followed sharp differences of view
emergad ' over the value of the different proposals. The
pre—pension scheme, pctentially the most costly fiftem in
the package, had to be dropped altogether, although the
Commission subsesquently has reintroducad it in a revised
form.

In the package which was agreed (Regulation 1760/87),
extensification emerged as a more prominent item Hdn &
raduced ccllection of measures, apparently one of the faw
approaches to find favour with agricultural ministers.
Howeaver, the "eariier scheme had been recast almost
totally. In the new version an extensification scheme is
to be compulsory 1in all- Member States except Portugal,
farmers, of all ages will be eligible and no longer are
LFAs *to be positively##elected for a scheme. In fact,
there are provision® for excluding such areas at the
request of ‘the  Member Etate concerned and with ths
consent of the Commission. Tha precise means of
achieving extensification proved difficult tc agree and
have been left vague, mostly to ba determined by Mamber
States within certain restricticns contained in the
Regulation.

The limitations of the extensification scheme are readily
apparant.’ It 4z cn a small scale, is initially confined
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to a three vyear periocd, covers a limitved range| of
products and is unlikely to make a great impact on|the
output of surplus ccmmodities. Couplead to a
"conversion" scheme which {is not vet operational and
other modest changes introduced by Regulation 1760/87, it
falls a long way short of he bold and ambitious

initiative which many believe to be egszntizl it the
structures policy is to play a significant role in the
reform of the CAP. ’

It is toco early to judge how the schéme will be
implemented by the eleven Member States but there are
indications that the finterest of some northern Eurcpaan
countrias s not echosd throughout the Community. This

is not surprising. Only a guarter of the| cost of the
scheme can be reclaimed from FEOGA and the |difficulygies
of implementation are likely toc be con iderab?ei in
countries where very small farms |predominate.
Furthermore there are several countriess which are anxious
to maintain or enlarge their share of Community

production rather than encourage a fall in ocutput.

Nonetheless, the schems is a potentialily Important
development +n agricultural policy and should not be
dismissed out of hand. “Extensification" dis'a distinctly
novel concept for the CAP structures policy, albeit one
which will need further refinement and devalopmant. Even
if §t is dnterpreted as simply a wvoluntary sst-aside
policy it is & significant experiment with ideas which
proved wholly unacceptable when advanced by Mansholt
nearly two decades ago. . é
-, . |

It ds not only the set-aside propdsa’s whigh are novel;
the Regulation also introduces - the idea of uging
contracts  with individual .farmers to curtail production,
reversing the previous thrust of "development plans" land
similar structural measures. ~ It is an attemdpt to reward
production systems which meet cohtemporary social and
budgetary requirements, 1including those which provide
significant environmental benefits. The Regulation Is
not wholly explicit about the environment, but a recent
Commission newsletter, "Green Europe” 219, contained an
unamibguous, if simplistic, account of the prdspects:

"It 1is obvious that production cuts can be gbtained only
by @ reduction dJn the quantities of ferdtilizer and
pesticide used and by a Jower livestock dansity. ;Thé
threats from over-farming will therefore |be reduded.

. Provided it allows of a mintmum of maintenance of |the

countryside, the incentive to 'extensify' farming Qi\W
promote the guality of the environment." !

Timorous though it may be, the extensification scheme
thus can be presented as @ step towards a more
appropriata form of structures policy. It 43 a first
attempt to regulate surplus production and dintensive
agriculture. It is concerned with structural adjustments
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i the mores productive areas, unlike 30 many structures

policies which st311 adm st dncreasing “nvestment and
productivity 1in less favoured areas in the hope that thay

will scmehow become more competitive with the lowlands.
Lococking ahead, it opsns up the prospect of further
policies more concerned with the distribution of

tri

production than the enlargement of farm incomes.
How then should we assess the sxtensification proposal as
an  dtem of EC policgy? Is 4t a valuable prototype, the
forebsar of larger and commercially mor sigﬁi‘icant
models? Or s it the under-nourished survivor of anm 11~
fated brood, destined for further afflictions and an
early demise? :

ﬂ)

I

At first sight the prospects for a new structures policy
of this kind are not wvery encouraging- The Regulation
does not provide very clear guidance on designing
practical schemes and not many Member States seem to have
wall advanced plans for Smpismentation in 1988. Tha role
of structures policiss +in geansral is rather uncertain at
present, since funds remain tightly constrained and a
major reorganisation is planned. The Commission’s latest
proposals for the reform of the EC structural Funds as a
whole envisage & gresater concentration of effort and
gxpenditure on the poorest regions of the Community,
notably din southsrn Europe. This suggests that the
availability of FEOCGA Guidance Section funds for the morsa
affluent farming regions may be reduced.

More Hdmminently, the likelihood of a fuli-scale EC set-
aside schemz for ceareals seems to have increased 1in the
last few months. - In recent discussiops it appears that
France has joined Germany in advocating a compulsory set-
aside scheme for cereals, a marked change of position.
If & set-aside scheme {3 dntroduced as part of the
currant package of reforms associated witt the
Commission’s stabiliser proposals, there are likely to bse
important <{dmplications for the cereals' component of the
extaensification schame. Indeed, the whole scheme may
have +to be suspasnded. It would bz difficult to introduce
compulsory and voluntary schemes in parallel without very
caraful preparation.

If the reform of the main AP commodity regimes nNnow
proceads at anything 1ike the pace “Jntended by thsa
Commission, or HMG, kay decizions about supply controls
for cereals are likely to be made long before the
extensification experiment has - Sun its coursea.
Consesgquently, wa cannct Tcok to +he scheme either for a
significant cut in output or for 2 model for sst-aside.
Events have overtaken the scheme as first proposed.

In thse circumstances, extensification 1is of marginal
relavance to the immediatz targets of supply control. it
iz, howsvar, much mor’e usefulfa s an experimental mesasure

1lTows Mambar Statzs to

for structural adJu;\.me..\.. Itc a
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- Which Tew input systems provide envi
benefits?

- Are these compatible with specific’ production
targats? :

- How do we achieve environmental benefits without
complex incentive systems? ‘ %

- How can we target voluntary schemes of tkis kind?|

- Which farmers will ba attracted to such schemeas?
- How can ws contrcl slippage, 1nhens§f1ca iocn  of
other enterprises and similar problems?

- How do we design production control s&hemes in the
Towlands so as to support policy ga%1s for . the
uplands? i

4;\44
8]
"5

\

._ |
= What ds a ~workable whole Tfarm plan 1$ British
French ar...) conditions? : ‘

15. Seen 1in this Tight, extensification does offer real
cppertunities, not least 1in the UK, which has prided
itself din prod\9t1ng the agriculturs/environment issus in
Eurape. Lt s qguite clear that the ur1;1=h3pub1. has a
kezen dintenst in countryside management and this 15 an
opportunity te utilise EC  fudns in some timely
exparimantal schames. Fﬁrthermore, té@ initiative codmes
gt precisely tha time that the nessd tdo try out low ifgput
farming systems over vulnerable groundwatar d¢atchmentsd ds

being recognised more clearly. On ancther front, 1t
cffers the opportunity to provide socme help <to farmers
considering switching to organic methods. if

extensification ds tgﬁted simply as'amnarrow1y o.hﬁcved
exaerciss 1in supply ontrsl it will be =& 1mst néh“ nly
for environmantal policy but for agricultural xclicy as
wall. ' I

|
be/cp i i
24 November 1987 ‘ !
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Introduction

The Common Agricultural Policy has reached a major turning point in
its development. It has been beset by problems of persistent
surpluses of products such as cereals, milk, beef and wine, the
storagde and depreciation of which has proved exceedingly costly, and
the disposal of which has created considerable acrimony in
international markets. A budgetary crisis in 1988 iz imminent. The

sustained growth in the costs of agricultural support together with
incrsased demands on the Community'’s resources by new members Spain
and Portugal will push expenditure above the permitted VAT ceiling
for  securing own resources, Hence budgetary and international
pressures for policy reform, the latter being expressed in the
current Uruguay Round of GATT talks, have been the principal stimuli
for change.

The Commission hes recognised that the changed composition of the
Community will necessitate a re-orientation of policies. With its
now more evident Mediterrasnean element which benefits 1less from
commodity support measures directed largely towards temperate crop

and livestock products, policies will require to be more closely
aligned %o meet the specific rural and agricultural conditions in
such countries. Furthermore, there has alszso been a growing

consumer/conservation interest in  formulating policy objectives.
This lobby has questioned both the relevance and success in
supporting farm incomes of the commodity-oriented regimes on which
the bulk of eagricultural spending is based, together with the
detrimental consequences modern agricultural practices are perceived
to have on the amenity and quality of the environment.

The Commission has sought to moderate production and expenditure

growth through an ever-increasing array of measures:- prudent
pricing policies, co-responsibility levies, guarantee thresholds,
tighter controls on intervention, milk gquotas, and now the concept

of budget stabilisers. The present Extensification Regulation No
1768/87, whilst ostensibly part of the structural policy package, is
navertheless also designed to cut production ("the adjustment of .
agriculture to the new market situation”}, whilst satisfying
environmental objectives ("the preservation of the countryside"). It
is therefore, something of 'a hybrid between price and structures
policy. However, in order to appreciate how it differs in approach
from structures policies hitherto, it would be helpful to outline

briefly fthe objectives and development of structures policies in the
EEC.
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The Evolution of EEC Agricultural Structures Policy

Structures policy, like price poliecy, aims to increase farm incomes.
It attempts to do so by assisting the agricultural seector to adjust
to changing economic c¢ircumstances, In its narrowest sense,: it is
designed to encourage the outflow of labour from agripculture and to
increase farm size, thereby raising the share of |industry income
amongst those remaining. Policies have also been implemented o
raise incomes through affecting both factor/resource endowment of
holdings, the rescurce mix eg through capital- labour substitution,
and through enhancing the productivity of resources. The two former
has tended to resulf from various capital grant schemes, and the
latter through land improvement. Investment in human capital through
training or incentives for entry for younger farmers has also been
encouraged. Finally, measures to improve the efficiency of marketing
and market organisation have also been developed.

Until recently, the EEC approach to structural problems showed few
signs of any coherent strategy. To some extent, the great diversity
of factors such as the organisation of production, flarming systems,
size and numbers of holdings made this inevitable [Revell 1985]1. It
was originally envisaeged that structural policy unded friom the
Guidance Section of the European Agricultural Guarantee and Gulidancs
Fund (EAGGF) should account for one—~third of totlal spending on
agriculture. In fact, in 1985 its share was lower ' than in 1983,
constituting only 2 percent of total EEC expenditure, compared with
4% 1in 1883, and with a guarantee expenditure share of 71% in 1985
(Figure 1).

The EEC structural rogramme dates back to 1864, with Regulation
17/64 on the improvement of agriecultural production and marketing.
The Commission’s own assessment of this scheme was that assistance
tended to go to bestter farming areas. This was supersbded in 1977 by
Regulation 355/77 on the improvement in marketing Jand processing,
extended subsequently as Regulation 1932/84. Projeots%here must form
part of a regional or national investment programme. |In the UK, they
have included for example, slaughterhouse impriovement, | grain
storade, and pigmeat processing facilities. | :

Present policies stem from a series of Directives in 1972, Dirlective
72/159 aimed at farm modernisation through development plans, and
also permitted national aids for farms which could not meet
qualifying criteria for EEC approved plans. Directive 72/160
encouraged the cessation of farming and reallocation of land, whilst
Directive 72/161 provided for socio-economic guidance and training
in occupational skills in  agriculture. During a perliod of economic
growth, the non-farm economies could absorb outflows |of agricultural
labour. But by the mid 197@8's, recession following the o0il shocks,
rising inflation and interest rates made it difficult for farms,
particularly in disadvantaged regions, to meet “com%arable income”

targets set out in development plans.

| | | |
By 1975, it was ackn@Wledged'that a regional dimensiob‘to polipy was
needed. Directive 75/268 on Mountain and Hill Farming in Certain

Less Favoured Areas set out to compensate for physical and
locational disadvantage. It represented a2 shift in emphasis away
from enhancing incomes through improving resource productivity. and
towards direct compensation through Livestock Compensatory
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Allowances. There were alsoc relaxations in eligibility coriteris

TLia

(relating to share of income and labour from farming) for Tarm
development plans, ssistance for the development of +tourist and
craft industries (a precursor of the present Diversificatinn

Scheme), and enhanced grant rates.

Eince 1978, +the Community has focused increasingly on packages for
specific regions, most notably the Mediterranean Programme of
1978/79, A series of Integrated Development Programmes, such as
those for the Lozere region in France and the W Isles, aimed at
improving and diversifying the local economy, infrastructure and
agriculture were also launched in 1981. More limited Agricultural
Development Programmes for W Irsland and N Ireland were introduced
in 1982 [Commissicn of the European Communities 19867.

The Impact of EEC Structures Policy

It is difficult to assess the specific impact of structural policy

measures on  Agriculture, because they form only a small part of
the total set of econcomic forces acting on farm businesses. Of
greatar imporftance are the influences of commodity price support
policies, inflation rates, technological change and fiscal
policies, together with soclo-demographic factors such as. age of

farmer and location of holding.

By the end of 1984, some 217,500 development plans had been
approved, but as economic circumstances +tightened, the rate of
applications virtually halved between 1979 and 1984. The Commission
estimated that Directive 72/168 on Cessation of Farming had very
little impact on land mobility for structural reform purposes

[Commission o©of the European Communities 1987]. Indeed, often the
criteria for success has been measured as rate of uptake of schemes,
or disbursement: of budgeted expenditure, as opposed to impact on

enterprigse profitability, or enhancement of economic benefits.
Studies on the incidence of uptake and distribution of expenditure
by region /type of farm in both Great Britain {Revell 19851 and the
Irish Republic [Cox 1985] illustrate that larger holdings receive
proportionately more on—-farm benefits from investment grants and
headage premiums. This is by virtue of the larger capital base from
which such businesses can contribute to investment, and the larger
herd/flock sizes on such holdings.

Whéﬁ-looking at aggregate trends Table 1 shows that there has been a
continued contraction in numbers of holdings in the EEC1€, and in
the agricultural area with the exception of arable land. Whilst

livestock numbers have risen in general, there are fewer holdings
withh livestock. Table 2 illustrates the concentratign and. of
production onto larger holdings, and into bigger enterprises. Since

production has also been rising, we can assume that intensity of
production has increased.

It is also interesting to note that in €general, the EEC1® is
adjusting more rapidly than the 1K, which by virtue of having
undergone substantial structural adjustment in the 196@°s and
1979°s, now has less scope for rationalisation than in Continental
EEC.
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Clearly, structural adiustment has taken place. As Figures, 2 and 3
illustrate, whilst aggredate EEC real farm income as measured by net
valus added has been on a falling trend, the out-migration of labour

hasg enabled income per head to be maintained. No doubt some of this®
can be attribuied to the incentives of structural poliecy encouraging
capital for labour substitution through capital drant=z, dbut it is

equally likely to be due to the impact of fiscal congiderations and
changes in the relative prices of capital to labour.

Structural Policy Since 1985

In 1985, &a complex new structures policy was draﬁted against a
background of changing economic and political circumsgtances, %nd in
particular those issues ralsed in the Introduction. Regulation.
797 /85 aimed to promote technical progress through increased
productivity; to promote development of processing and marketing; to
contribute to the maintenance of agriculfural activity 1in areas
where alternatives are lacking, and in the = interests of
environmental conservation; and to contribute to the ilmprovement

of regional economic conditions.

Some of the key features of the policy are outlined &riefly. Again,

investment aids though an EEC Improvement Schemes and |National |Grant
Schemes have been the main features implemented ti date. Special
aids for Young Farmers to facilitate entry intg farming were
introduced. Provision was made at UK prompting for the designation
of Envircnmentally Sensitive Areas under national schemes. There
were enhancsd investment ceilings for diversifieation into tourism
and crafts in LFA’s, enhancement of HLCAs and provisign was made for
specific regional aid measures, of which the Skye ADP is an example.

An EEC farm woodland scheme was also included, But, the UK has been
a ncocn-adopter of +this scheme, preferring instead| its own Farm
Woodlands Scheme.

In 1988, +the Commission felt it necessary to modify |787/85 to help:
producers adjust +to new conditions created by price and jarket
rolicy, particularly those in wmerginal areas. To :this effsct it
proposed a Pre-Pension Scheme to encourasge farmers to leave farming,

with either transfer or withdrawal of land from production;

further aids to young farmers including incentives for less
intensive production; and the extension of compensatory allowances
to afforested land, and enhanced rates c: Compensatory Allowance
where production is re-oriented in line with market demand. Systems
of direct aids to agricultural incomes have also beeniproposed,

Many parts of these propozals have passed through several veﬁsions
of draft regulations vet still remain unresolved in%the Coungil of
Ministers, However, they do echo some features of the
"Extensification Proposal” 1760/87. What is clear,  is that since
797/85, the deteriorating budgetary position of +the EEC, and the
shift in emphasis .,towards environmentally sensitive and
market-oriented Droc T o have produced ramifications for
structural policies. . J are now in a highly piecemeal state with
many loose ends.: -~ o : :
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Extensification

The extensification approach represents a complete reversal of the
raiscn "etre of former structural policies, whirch aimed to raise
productivity, reduce unit costs or raise output. It cean draw few
lessons from the past. Structural policies have until now attempted
to encourage resource mobility as a more general response to the
proolem of income, and to compensate where socio-economic
considerations are over-riding. The extensification approach is a
response to a problem of overproduction, not of structural
deficiencles in resource productivity or endowments. Whilst it may

be coneeived as having enviroamentally desirable ramifications, this
iz not at all clearly the case.

There still remain many apparent conflicts of policy obliectives.
Eegulation 1768/87 which aims to reduce production (for cereals and
beef in the UK context ) will run parallel +to Improvement Schemes
which may still increase productivity and output of cereals and
beef, though presumably not on the same holdings.

The extensification/set aside scheme may prove very discriminatory
in its impact both locationally and by type of holding. Much will
depend on the precise details for implementing the regulation in the
DE. If we adept a restrictive interpretation of alternatives or
"mon-surplus"  products, as those which reguire no EEC suppcrt, then
essentially only fallow, trees or non-sgricultural uses {(including
horses) remain. In Scotland, it has been estimated under assumptions
of a flat rate of payment of &£200-220/ha with the option of

fallowing, that lower yielding areas of feed barley and oat
production would be most likely to be affected. Indeed, Scotland as
a whole, which has a2 proportionately greater area of barley in 1its

cereals area could bear a disproportionately higher share of total
UK set-aside { Crabtree and Eantwistle 1987]1. To the extent that the
more margilnal cereal producing areas are likely to find suckler cow

or sheep production the most suitable alternatives, (if indeed they
aiready do not have such enterprises 1in conjunction with some
cereals) then the scheme would appear to bear heavily on less

favoured and almost less favoured areas.

It 1is wunlikely that the alternative use of set-aside land as
woodland, would attract both set-aside and Farm Woodland grants. A
recent study { Crabtree 1987 1 has indicated that small scale
farm-forestry is relatively unattractive at proposed grant rates
under the Farm Woodland Scheme, unless there are benefits over and
above those accruing from the value of the woodland itself, =such as
an snhancement of amenity/sporting values.

At a time when EEC beef production is beginning to decline, and when
a more favourable period of potential expansion of sucker cows is
imminent, it is difficult to reconcile the Extensification
Eegulation with market reality. Indeed, if there is concern about
the expansion of grazing pressure through sheep, then it does not
make much sense to further reduce stocking rates of cattle on the
hills. Indeed, it might be more sensible to restrict the aprplication
of the Regulation to dairy-bred beef cattle, since this is the
dominant source of any surplus problem iR beef.
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Souree:

SOEC Luxembourg L.

Table 1

EC BURVEY ON THE STRUCTURE

Mo, Holdings
EUR1D
UK

Total Agric Area ha
EUR1®
UK

Total labour Force (AWI)
EUR1®
UK

No. full Time Employed
EUR13
UK

No. Holdings with Arable
EUR1S
UK

No. Hold. with Perm. Grass

EURS
UK

Area of Arable Land ha
EJR1@
UK

Area of Perm. Grass ha
EURS
UK

No. Holdings with Bovines

EUR1®
UK

No Holdings.with Sheep
EUR1G
UK

No Holdings with Pigs
EUR1@
UK

No. Bovine Animals
EOR1S
K

No. of Sheep
EUR1O©
UK

No. of Pigs
EUR19
UK

Furostat Rapid F
19,138

~1{

73/80

g%151%)]
8820
2689

895853
17298

7324
583

3502
178

5815
178

2958
232

46661
BBE5

42485
19212

2539
184

794
84

1654
38

78994
13539

63292
29858

76053
7839

eports "Agrioulture:

1885
units

5359
259

88281
1683@

6833
543

3149
164

4448
154

2697
217

48777
6999

35114
5779

2133
161

721
88

1292
23

- 79928
12792

AT
Y

67902
35461

79982
7828

structures

OF AGRICULTURAL HOLDINGS

. change

[ ey

~-17.3

-15.
-12.

[ REN

-21.8
~35.8

a7 17,



Table 2

"INTENSIFICATION" IN EEC ARICULTURAL PRODUCTION

79/80 1985 % change
Ave. 5S5ize cf Holding ha ‘
EURLD 13 14 1517
UK 54 B5 |2.3
Ave. Area of Arable ha
EJR1G 9 11 13.9
UK 38 43 13.8
Ave No., Bovines ]
EUR1G 31 37 16.7
DK 74 79 7.9
Ave No, Sheep |
EUR1® 8¢ 94 EB.@ |
UK 354 4@4d 4.2
Avae. No, Pigs |
EUR10 46 62 54.8
UK 217 336 5.1

Source: Eurostat Rapid Reports "Ag€riculture: strucfures 1987 1
SOEC Luxembourg 1.16. 1987 :
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