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Key challenges for the agricultural sector

* Environmental challenge

* Productivity challenge

* Social challenge

* National strategic challenge

Policies

Social

Strategic
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Strategic context

* Environmental challenge

* Productivity challenge

* Social challenge

* National strategic challenge

* Industrial Strategy

The Future Farming and Environment Evidence Compendium

25 Year Environment Plan
* Future of Food, Farming and
Environment Green Paper

* Clean Growth Strategy
* Resource Efficiency and Waste

farming-environment-evidence.pdf

https://www.gov.uk/government/uploads/system/
uploads/attachment_data/file/683972/future-

The environmental challenge

Obijectives:

* Clean air & water
* Thriving wildlife 80 -
* Reduced drought and flooding

* Efficient use of natural resources
* Enhance cultural heritage

Deliver:

Optimisation of natural capital
stocks and flows

The 25 Year Environment Plan

Generalist species
120 + _ | fallen 10% since 1970

100 4

\\\\\

Specialist species
fallen 70% since 1970

Many indictors show significant changes
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The environmental challenge
Meeting the challenge

\

Releasing land (or production intensity) for other functions
o Carbon sequestration
o Biodiversity recovery

Making a step change in food production efficiency

o Farming is currently <10% efficient in terms of calories H
o 25% of produce wasted SOIVIng many Of these
o Nitrate pollution is damaging a |SO SOIVeS many
o Chemical food production (pesticides, AMR) ..
Need to re-imagine how we produce food prOd uctivity chal |enges

o Should not think the future will be like the past
o Embrace new technologies
o Zero-waste, zero-emissions farming

The productivity challenge

80.00
% change in agricultural inputs and outputs and total factor
productivity since 1973
60.00
Total factor productivity
40.00 (+64% since 1973)
20.00 Total outputs

(+31% since 1973,

0.00 .
Total inputs

(-20% since 1973)

-20.00

-40.00
1973 1979 1985 1991 1997 2003 2009 2015
Outputs Inputs
. Fixed Capital Intermediate cc ption
CIops Livestock Labour e.g. machinery e.g. animal feed Lad
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The productivity challenge

Volatility

t Weak Pound — Positive impact on farm income

Volatility

- Exchange Rates
- Direct Payments
- Production

- External shocks

9,000 -

8,000

7,000 -

(eyey oBUBYOXT 0N] O} PUNO N

Total lgcome from Farming £millions e

Farm incomes tend to 1986 1989 1992 1995 1998 20;)1 2<;o4 2c;o7 2010 2013 2016
fO“OW Euro exchange rate l Strong Pound — Negative impact on farm income
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The social challenge

Farm incomes/profits (England)

120,000
100,000
80,000

Key
M Direct Payments

[ Agri-environment
[ Agriculture

=

s Farms  Top 25%
All farnis 25%  25% -50% 50%-75% of farms

7000 -£11,200 £12,780 £31,100 £115,300

Average Farm Busingss Income

Overall
average £3

» Large number of farms lose money from agriculture
» Poor performers depend on direct payments
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The productivity challenge
Performance by size
Economic Very Small Small Medium Large Very Large
Size €125K to €250K to At least
Output  Under €25K €25K to €125K  €250K €500K €500K Total
% Farm ‘ 97,900
Businesses ‘o ‘o ‘o ‘o Farm
42%  30% 1% 9% 7%  Businesses
Number farm
DT BT 41,200 29,600 11,200 8,900 m €16,200
. — million
% total . = = = — estimated
Output = = — = — output
(€ million) 29, 11% 12% 19% 55% 91
% total Farmed & — — — Million
Area 8%  23%  19%  21% 30% hectares
* 7% of farms produce 55% of output on 30% of land
* 42% of farms produce 2% of output on 8% of land:

The social challenge

Profitability varies by sector
[ | Agriculture [l Agri-environment [ | Diversification [l Direct Payments

£37,700

Horticulture
£22,400

Mixed

o Poultry I B 112,000
= Pigs £56,600
- Lowland Livestock £15,500
g LFA Grazing Livestock £22,300
LL Dairy £59,600

General cropping £56,600

Cereals £40,600

£37,000

20,000 40,000 60,000 80,000 100,000 120,000
Average Farm Business Income (£)

All farm types

-20,000

» Mixed, grazing livestock and cereals farms made a loss from the agriculture
10
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The social challenge

Reliance on subsidy

n O £ per farm - Average FBI

8 Te) 120,000 7 Direct Payments
=S —
N < 100,000

S~

M@ 2 ™ 50,000

E 5

S o — 60,000

L g o

o = N 40,000

o O

© E 20,000

o ©

S O

< £ 0

All farm Cereals General Dair
types cropping

* Over 75% of Farm Business Income came from Direct
Payments for cereal, grazing livestock and mixed farms | |

Hﬁ The soE%ipilygthallenge @

10 Least profitable sectors have
466,000 i 9 the highest number
573 employed — very large
1.5% of the 6 ~aumber of small businesses
5
work force 4

in Northern
5 . 70/0 Ireland

1 _Oo/o in England

Average number of workers per
farm

Most profitable sectors ”
have the highest of

employment rate agricultpral 12% 9% 6%
em ent

in England .
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average% [ he social challenge

reliance of Farm
Business Income
coming from The North East highest
Direct Payments reliance on subsidy

Owner occupied & || £27.000

Geography / business structure

Mixed - mainly
owner occupied

Mixed - mainly M | s
tenanted

Tenanted
highest

Tenante 83% U 28,400

reliance | Al farm types [JEEH | =57.000
on
SubS|dy Average % of which
B | Farm B oirect
Business Payments
Income 13

The social challenge

The top 25% of Innovation
farm performers

are 2.5 times % of farms that produces budgets, gross margins, cash

more likely to flows, or in depth profit and loss accounts by farm type
engage in 50%
innovation and 40%

good business 30%
Ceonor
< arm

700 10%
businesses use
normal business 0%
procedures

Poorest performing
sectors have poor
business procedures
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The strategic challenge

Net contribution of agriculture to the UK
economy by country

~7.5% of food chain

Northern Ireland

~0.5% of UK GDP

Scotland

1.5% .
s [\
Wales o \
a - y
~ [£8.2bn :
: 5
Agriculture’s contribution to X
the UK’s economy in 2016 0.5%
1990

proportion of the

England
’ economy?

Can this grow in as a

The strategic challenge

Reliance on global markets

* About 50% of our food is imported
* Decisions made in the UK are not internalised (exporting
our problems)

Reliance on subsidy
* Significant parts of UK farming are inefficient (economically and

environmentally) g

* Innovation is low and patchily distributed y.hd,

-—

Incompatible stakeholder expectations ° o 00

* Not everybody will be able to have what they want ﬁ ﬁ i ﬁ
* How to compensate for losses?

* Defining “Public money for public goods”

16
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The policy challenge

Can we land it here?

. Pror.uctivity
Environment

Social

CAP has tried and failed: Can we do better?

17

The policy challenge

CAP has focussed heavily on social outcomes

Environment Productivity

120 Farmland Bird 80.00 Asricultural output
AN N N 60.00

100
80 40.00
60 20.00
40 R ST 0.00
20 /F-—

0 ‘ ‘

197019751980 1985 19904995200020052010 '
)

Social

Subsidy for existence

Average FBI
" Direct Payments

l -
i =

18
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The policy challenge
What is likely to work?

* Clear, and balanced, objectives consistent at all
scales
* Transition over time to allow social/structural
adaptation
Preparedness to make hard choices
A system of support which is sensitive to:
o Sector ambition
o Geography/region
Measures of success which reflect the policy
objectives
Reward for outcomes 19
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