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COMMERCIAL FARMERS GROUP 
LET UK AGRICULTURE COMPETE

Food security is increasingly at risk for the whole world.   Populations are increasing but food production is not keeping pace.   UK producers want to compete successfully with those in other countries to supply our domestic market.   The UK government wants this too - but it is not happening.   Over the last 10 years the proportion of UK food consumption which is home produced has been declining.   So what is stopping UK farmers from competing effectively to produce more food and to supply UK consumers?

The Commercial Farmers Group wants action on the impediments to the competitiveness of UK farming.  This paper identifies some of them and proposes action points.

Food Security

Food security can be considered on a UK basis but must also be considered globally.   The recent food price riots in food deficient countries demonstrated this, both directly, and perhaps more importantly through the total or partial food export bans which 40 countries subsequently introduced in response to the perceived food shortage in their own countries.   The UK cannot assume that imported supplies will always be available at an affordable price.   
There is thus a great need to understand the factors which are relevant in the competitiveness of UK agriculture so that UK producers can contribute better to food security both nationally and globally.   At the same time the UK industry must compete in a way which is environmentally sustainable, providing the "public goods" related to agricultural land, which are taxpayer supported. 

The competitiveness of UK agriculture compared with its major competitors is also important for the commercial success of UK farmers.   It is especially important because the UK government continued to state until 2008 that UK food supplies could come from anywhere in the world, and that UK farmers would have to compete for their share of the market.   Recent government comments have shown more concern for Food Security, and this emphasises the need for UK farmers to be competitive.

A competitive industry

A competitive industry is more resilient against shocks - economic, financial, disease etc, more likely to reinvest, better able to provide a good working environment, and able to give greater choice and value for consumers.   It is also in a better position to be environmentally positive and less likely to require subsidy.

Right now there should be major government concern about the competitiveness of UK agriculture because it is declining rapidly. Defra’s work on Total Factor Productivity clearly demonstrates this, but in starker terms it can be seen in the UK's declining self sufficiency in major sectors over the last 10-20 years across many sectors including pigs, poultry, beef, sheep, dairy products, vegetables, and fruit. The Government is setting up task forces to discuss what is needed, but the CFG believes some of the answers are manifestly clear now, and that policy should be positively changed very quickly.

The Impediments and Challenges to UK Competitiveness

A range of factors influence competitiveness with other countries. In recent times animal disease (especially BSE and Foot & Mouth), and applying additional animal welfare regulations (eg sow stalls) have disadvantaged the UK agricultural industry. The CFG has now considered a further 10 factors where UK farmers are probably at a disadvantage compared with their main competitors in the EU.  They are:

Future development of the Common Agricultural Policy

Research and Development and technology transfer

Education training and skills

Buyer-supplier relationships

Land holding and business structures

Cost and availability of inputs

Excessive bureaucracy

Availability and cost of finance

Taxation

Marketing Support.

CFG then prioritised these factors, taking account of:

· Their importance to the industry

· The availability of good data

· The likelihood, where relevant, of achieving EU wide or worldwide legislation to effect change.

Of these criteria, CFG believes the first three impediments shown above are the most important to tackle and has concentrated on these to determine the policy requirements shown in the following tables.

1.
Future Development of the Common Agricultural Policy

	The Challenge
	The policy needed to encourage UK competitiveness

	Policy changes to the Common Agricultural Policy (CAP) from 2013 are likely to impact significantly on farm profitability and the competitiveness of farmers and growers.
· With the prospect of further climate change and increasing global Food Insecurity, the northern EU states, especially the UK, are well placed to make a major contribution to food and energy needs
· EU political support is still strong for the CAP but weakening under increasing financial pressures

· The original justification for the Single Farm Payment (compensation for reduced price support) is now, in some quarters, deemed to be outdated
· Unjustified subsidies harm competitiveness   

· Pillar 2 funding objectives have included desirable environmental aims but have at times hindered competitiveness and have incurred unacceptably high administrative costs
· Price volatility has increased world-wide as a result of a declining stocks to use ratio; reducing subsidies; world financial factors; and probably, climate change
	· If Pillar 1 support had to be reduced, there are three prerequisites:

1. Any reduction must be multilateral, not only across Europe but also across other developed nations such as the U.S. and ideally world-wide
2 Any reduction should take place over a number of years to allow markets to adjust 

3 There would need to be in the EU, a corresponding adjustment in allowable Pillar 2 spend on Research and Development and other areas to help farmers be more competitive on a global basis and to be sustainable in environmental terms
· At the same time consideration should be given to safety net measures to protect against excessive price volatility.  Highly volatile prices can lead to demands for trade protectionism which is contrary to competitiveness
· The environmental objectives in Pillar 2 should be rebalanced towards agricultural competitiveness with the following priorities:

· research and successful translation to the farmer and grower (section 2 below)
· enhancing sustainable soil productivity

· reducing surface and ground water contamination

· water conservation and distribution

· biodiversity critical to long term sustainability such as pollinating insects and soil flora and fauna
· greater flexibility in environmental schemes - farmers are the most knowledgeable managers of the environment on their own farm

· And Pillar 2 objectives should be rebalanced away from:
· environmental programmes with a high administrative cost : benefit ratio

· Measuring outcome success on the basis of historical populations of individual bird species




2. Research and Development and Technology Transfer

	The Challenge
	The policy needed to encourage UK competitiveness

	Innovation and the development of new technologies are primary requirements of competitiveness but withdrawal of funding for agricultural R&D by government over the past 25 years has been at a faster rate than in other countries.   This has resulted in:
· A switch from public funding of research along the whole R&D pipeline to only funding basic science

· Closure of research institutes and agricultural departments in universities

· Loss of applied research focused on increasing the efficiency of agricultural production.   This loss has not been picked up by the industry due to its low level of profitability – the AHDB levy bodies contribute less than 0.5% of agricultural Gross Value Added to farmer-led R&D
· Creation of a communications block between innovations in basic science and their translation into practice
All these factors have contributed to the reduction in competitiveness of UK agriculture.


	Policies are needed to develop and introduce new technologies which increase food and energy production sustainably, including subject to appropriate testing, genetic modification
· Ensure there is a coordinated approach to food security R&D across government departments, agencies, research providers and industry

· Encourage basic research scientists to steer the focus of their research towards industry problems and solutions

· Attract outstanding young scientists into agricultural science through the creation of scholarships and attractive career paths in research institutes and universities

· Repair the broken pipeline between basic science and practice through the establishment of a lead research institute for each agricultural product sector with responsibility for basic, strategic and applied research for that sector as well as for collaborating with industry R&D and extension groups
These changes will require a cultural shift from one where the focus of research has been mainly on developing a deeper understanding of how things work, to one which also focuses on using new science to solve the future challenges facing the industry. 



3.
Education, Training and Skills

	The Challenge
	The policy needed to encourage UK competitiveness

	Future food production will require new technologies that increase outputs but which have lower inputs of chemicals, energy and water and which impact less on the environment.   The management of these technologies will require higher levels of education and skills for employers, managers and the workforce
· Existing levels of education and training are low - of the 343,000 farmers, partners, directors and spouses and 188,000 farm workers in the UK, only 12% have over 2 years formal training.   11% have under 2 years and the remaining 77% have received practical training only
· Several colleges and university departments teaching agriculture and related subjects have closed, and many former county agricultural colleges have switched their education and training provision to other subjects due to lack of demand
· There is a lack of coordination of education and training qualifications and provision
· There has been a plethora of confused government initiatives on agricultural training and skills but there is no indication that levels of education and training in the industry are improving

· There is a widespread lack of marketing of education and training courses to explain what provision is available and how it will benefit businesses and individuals

	Government and the industry should be proactive in bringing about the required changes.   They should:

· Work with education and training providers to develop a unified qualifications framework for the industry which incorporates and encourages continuing professional development (CPD) recognition

· This will almost certainly mean having a modular approach to course construction
· Ensure there is appropriate flexibility built into the education and training provision to allow producers and staff to attend courses at manageable times
· Ensure there are appropriate levels of education and training provision available across the country, that there are appropriate levels of funding to support these courses, and that courses are clearly focused on the future needs of the industry  
· Work with farming organisations, course providers and career advisers to publicise education and training opportunities, and highlight the benefits to both businesses and individuals
These changes do not require necessarily more reviews, bureaucracy or new bodies.  They simply require some rationalisation of existing resources using appropriate stakeholder advice
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