














Second generation biomass processes will enable us to better utilise the energy of the whole crop,
leaving the grain for food use, as well as transform woody materials in bio-refineries, delivering
both renewable energy and a wide range of high value biodegradable plastics and other outputs.
This has the potential to contribute a large quantum of renewable energy, and to transform land
management.

Running through these challenges, the use and management of our water resources, including rivers
and lakes, is critical. Water is quite often referred to as the life-blood of ecosystems, supporting both
terrestrial and aquatic flora and fauna. Managers of water bodies play an important role in the
management of flooding, as well as ensuring - to the extent possible - that water supplies are safe and
plentiful. Farmers and other land managers are of course fundamental in this regard.

Having outlined the challenges, their interactions, and how they are affected by climate change, we now
turn to policy responses, focusing on the European Union.

PART 2:

It is suggested that there is no choice about
whether we want food security or environmental
security. We need both. They are highly inter-
related. They are both threatened. The threats
to both are increasing with global climate
change and continued population growth.

In the developed part of the world we know how
to produce food security. We already have it,
indeed we have had periods of policy-induced
food overproduction. This is why some
Governments are extremely reluctant, even
opposed in principle, to mentioning food
security as a legitimate element of policy.
However Europeans have set themselves targets of achieving significantly higher environmental
standards. The British Government recently adopted the concept of One Planet Farming — adapting the
suggestion of WWF that the world is currently living on three planet’s worth of resources and pollution
absorption capacity. This concept, if taken literally, suggests that we have to find ways of reducing our
environmental impacts by two-thirds.

It is conceivable that Europe could do this, but with what impact on food production? If we
massively reduced the intensity of our food production, reduced or eliminated the use of manufactured
fertiliser, crop protection and animal health products, and reduced the sheer degree and weight of
mechanisation, there would be significant reductions in soil erosion, and we would reduce water and air
pollution, and biodiversity loss. In the course of such action we would also, of course, equally massively
reduce farming output and profitability. Farmers do not use these techniques and inputs for fun, but
because they are productive and privately profitable. This in turn would massively reduce the number
of farmers and even the area cultivated, and agricultural production. The agricultural input supply man-
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ufacturers have estimated that simply going organic would reduce output by 40%. Suppose we did this,
and over a period of years we ran down EU food production capacity and output, reduced EU food
exports, this would significantly increase imports (note, the EU is already the world’s largest food
importer). In this process we would create a very different rural environment. Whether it was the
beautiful landscape which satisfied citizens and served a thriving rural tourism industry is not clear. The
main surviving farming would be the low intensity, perhaps high quality, and thus high price, specialist,
organic, local and traditional produce. There is no doubt a growing market for this amongst Europe’s
wealthy, and growing, middle classes. However a rapidly increasing share of the basic commodity
production which produces the daily needs of the bulk of the population would be imported.

This strategy would be to conclude that all of the increase in global food output for this century has to
come from outside Europe. Simply to replace the current and projected EU food exports, and increased
imports in this scenario would necessitate significant expansion in the Americas and, if they could
manage it, the Antipodes. We ask, at what cost to their environment? Are not biodiversity protection and
combating climate change global concerns?

Our argument is that Europe has a self-interest and moral responsibility to follow a different path.
With the wealth and capital, knowledge and skills, stable political and social systems, and climate and
resources that Europe possesses, we have to show the way to the “third generation agriculture”. We have
to find ways of maintaining and increasing efficiency of production. This will require precision land
management reducing the per unit applications of water, fertilisers and plant protection products to the
minimum required to achieve the high outputs required. In doing so this will reduce soil, water and
air pollution and at the same time we have to manage our less intensively farmed areas to increase
biodiversity and landscape services.

But how? This necessitates significantly more research, development, extension and training. We
simply don't yet know how to achieve these goals. How do we breed and feed ruminant livestock which
produce less methane? How do we maintain crop yields with less fertiliser and water? Even when we
find out it takes considerable time and effort, and appropriate incentives, to transfer the knowledge to
everyday practice on our farms. A large investment is required to find this highly productive but less
environmentally intrusive agriculture. But from where will the investment come?

Economists would argue that the investment ought to come from consumers via the prices they pay for
their food. However, apart from the political consideration of food price inflation and its impact on
Europe’s poor, there are two structural problems which prevent food consumers paying the full social
costs of their food. This latter phrase refers to the fact that currently consumers are not paying certain
environmental, animal welfare and social costs of the food they consume. This is because such costs are
not captured in market prices. They show up as deteriorating environment and, for many observers, still
unacceptable welfare standards in some forms of livestock production. We could add to these another
market failure, namely the social costs represented by the increasing use of insecure migrant labour in
the food chain who do not enjoy all the norms of social protection. This is common in parts of the EU
food chain.

The first structural feature bringing this about, is the highly competitive and innovative, but also highly
concentrated, food processing and distribution systems which increasingly dominate the food chain
downstream of the fragmented farming sector. This sector has the market power to maintain its own
normal return on capital and investment, but at the cost of depressing margins in farming to the point
where in Europe and N America commodity production is dependent on subsidy, and on techniques
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which degrade the environment. Many governments are determined to eliminate farming subsidies
and they wish to reduce environmental damage. However, the tools available in competition policy are
incapable of dealing with these environmental impacts of the imbalance in market power in the food
chain — indeed their legal basis prevents them even to take it into account.

Our society is at a loss to know how to pass through to consumers the real cost of producing to the
desired environmental and welfare standards. There is a small, and growing, specialist sector where
consumers do pay for some of the environmental costs. But it is revealing that even in the case of organic
production which has had several decades of favourable publicity, consumers still do not pay all the
additional costs, and public payments are deemed necessary for those converting to and staying in
organic production. Labelling schemes and exhortation for consumers to behave more responsibly are
the other ideas on offer. Unfortunately the experience with labelling and certification does not
encourage the belief that this is the way to internalise all environmental externalities. Likewise, timber
that has been certified as sustainably produced entails higher production costs but there is often little
or no additional premium paid by consumers.

The second structural feature is that international trade rules are not designed to deal with
externalities. They are based on the underlying presumption that such externalities are specific and
minor and best dealt with by other more direct policy. The reality is that externalities
surrounding land management are pervasive, and, for example, diffuse pollution is not easily dealt with
by other more direct policies. The result is that International trade negotiations strive for
liberalised i.e. open markets where prices are based entirely on private costs and do not include
the costs to the environment. Again no easy solution is in sight. It proves difficult enough to
negotiate trade rules when the prime focus is on liberalising markets. The WTO agreement on
Agriculture includes a green box, but this may prove to be too narrowly focussed a concept for
dealing with the scale and importance of market failures in agricultural production.

This is why we must find an integrated solution to the integrated problems of food and environmental
security. If food producers deny the threat they pose to environmental security, or if environmentalists
deny that they have any concern for food security, we will not move forward. This suggests we need
policies which deals with both. This certainly requires changed mindsets amongst farmers, environ-
mentalists and governments. Because it brings together food, farming, forestry and the environment, it
may also require different government structures in Member States and in Brussels.

The institutions and the policies to deliver Food and Environmental Security will have to emerge from the
existing arrangements and policy instruments. This will undoubtedly take a great many years to achieve.
Itisimportant that it is agreed that we are involved in an evolutionary process giving businesses time to
adjust.
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Why should food and environmental security be
tackled at EU level and not left to the Member States?
There are principally two answers to this. First, thereis
no sense in ditching the last half century of carefully
constructed supra-national agreements and every
reason to build on the key aspects of what we have
already achieved. Thus the EU treaties, the single
market, the Goteborg commitment on sustainable
development, the Lisbon commitment to a knowl-
edge-based economy, and, of course 5 decades of
development of the CAP, together form the basis of
the integrated European economic policy we must
build on.

Second, because nearly all aspects of Europe’s natural and cultural environment cross national
boundaries, and because of the existence of the single market, a large part of environmental policy is
designed and agreed at an EU level within framework directives. These exist for birds, habitats, nitrates,
waste, water and soil. It therefore makes sense that EU policy should play a key role in securing food
and environmental security. There would be no sense at all trying to define policies for these issues
independently for 27 Member States. These insights were presumably behind the naming of the
second heading in the EU Budget for the current Financial Perspective (2007-2013) the “Preservation and
Management of Natural Resources”. Currently, the main element of this part of the budget is for the CAP.
The policy task is therefore to build on these achievements and to develop these established building
blocks to deal with the future challenges.

Itis encouraging to see that the Commission believe that “community support to agriculture, forestry and
rural development plays an important role in food production, the maintenance of rural landscapes and
the provision of environmental services. The recent reforms of the Common Agricultural Policy have
been a first step towards a framework for the sustainable development of EU agriculture. Future
adjustments of the CAP and the 'Health Check' of 2008 could provide opportunities to examine how to
better integrate adaptation to climate change in agriculture support programmes. It should for instance
be considered to what extent the CAP can promote good farming practices which are compatible
with the new climate conditions and which contribute proactively to preserving and protecting the
environment.”

For better or worse, the CAP has been the major public policy instrument affecting land management and
its environmental impacts in Europe. During the sequence of reforms since 1992 there has been a strong
development in measures to deal with environmental market failures and to encourage farmers to
deliver environmental and cultural landscape services. However outside specialist interests, these
developments are not well understood or acknowledged.

Therefore the changing nature and purpose of Europe’s key land management policy could perhaps be
better explained to the public by using the terminology of Food and Environmental Security. This
approach would allow us to move on from the negative associations which the CAP arouses amongst
many interest groups around Europe and the world outside of EU farming circles. It is simply the case that
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arising out of the notorious grain, beef and butter mountains and the wine lake of the 1980s the CAP is
still routinely scorned in finance and economic Ministries; amongst trading interests in and outside
Europe; amongst environmental and third world development NGOs, and most general journalists. Many
of these groups may know little about the CAP and the industry it supports, and still less about the
reforms of the last decade, but they carry the view that it is a piece of EU nonsense. This is most
demoralising for farmers themselves. It creates a negative defensive atmosphere and great uncertainty,
because the legitimacy of the policy is constantly under question.

It could be highly invigorating for farmers and other land managers to feel they were part of something
positive helping to overcome some of the biggest challenges of the 215t Century. Linking food and
environmental security can also bring together groups in civil society who have been more often in the
past at each others throats; farmers and other land managers and environmental NGOs. The political
power of the former has diminished, while that of the latter has grown. Yet they need each other. Far
sighted environmentalists acknowledge that they will not achieve their goals without working closely
and constructively with farmers and foresters; they also realise that farming and forestry are not
charitable activities but businesses which must make normal returns on their investment. Equally, while
farmers are, understandably, highly nervous of being told how to manage their land by those who have
no interest in economic returns, they appreciate that they have a wider social role in environmental
management. We can legitimately ask who are the real ‘greens’ the farmers and foresters who do it, or
the NGOs who talk about it? Perhaps it is more useful to conclude we all are green now.

The challenge is to turn the whole mindset of the public, politicians, and land managers to create a new
rural policy fit for the 215t Century. This is the sort of vision a European Food and Environmental
Security Policy could grasp - with food security and the preservation of our natural environment at its
core. The objective of such a new policy could be summarised as “enabling and incentivising private
sector rural resource managers to produce the socially optimal quantities of the highest quality food and fibre,
raw materials, renewable energy, biodiversity, landscape, heritage, and soil, water and air management.”

It would be premature at this point in the debate to spell out the measures which would make up food
and environmental security policy, likewise the steps required to move to these measures from where we
are. First we have to debate and agree that these are the core objectives. The final paragraphs below
indicate some of the considerations which will have to be discussed.

The core of the food security policy is to protect the long run food production capacity of the EU. This
refers of course to its agricultural land - particularly the most fertile land, but also to the
knowledge, skills and commitment of its farmers, and to research, development and extension
capacity. The long run aim of such policy is to feed the European population and contribute
appropriately to feeding parts of the rest of the world too.

Farmers will say, this is no problem at all, give us remunerative prices, free us from unnecessary
bureaucratic shackles, and we'll do the job! The problem is how? We know the approaches which do not
work, namely state intervention into commodity markets for example by setting prices; market
management, production and export subsidies. We have plenty of experience of how these instruments
distort production and trade - and do not provide long run profitable conditions for farmers either.

In the developed world we are still struggling to find the best mix of instruments to encourage the
structural and technological developments in farming which create the best guarantee of food security,
namely profitable farming. This requires the right balance of domestic agricultural support measures,
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competition policy and regulation. In the EU we have a two-Pillar CAP. On the one hand we have a de-
coupled, land-based Single Payment System, and on the other hand we have a mix of modernisation,
rural development and agri-environment schemes. In the United States there s
still a massive dependence on various price stabilisation schemes and publicly assisted income
insurance.

Some of the elements of the policy are thus well understood they are to:

« improve food productivity and competitiveness;

« stimulate private & public sector Research, Development & Extension

+ help farmers integrate farming and the environment to reduce pollution

« encourage them to share resources & work together to deal with imbalanced market power in
the food chain;

« help raise product quality and marketing;

« ensure food safety, and

« deal better with environmental, market and policy volatility.

The aims of environmental security policy are to achieve the food security goals but to do so
while enhancing the environment. This language will undoubtedly trouble environmentalists; but
does it make any real difference if we speak instead of ‘socially optimal protection of biodiversity,
landscape, soil, water and air'? However it is expressed, there are uncomfortable trade-offs to be
managed between ensuring acceptable living standards, in particular basic food needs, for the
population and the preservation of natural capital.

Our contribution in Europe is to continue to experiment with, and develop, public policies which
seek the shared goal of reducing the resource intensity of food (and all other) production, and
reducing its unwanted spill-over effects. The elements of this policy will concern the protection
and enhancement of:

« biodiversity: habitats and species;
« landscape including heritage;

« agricultural and forest soils;

«  water quality and quantity

« carbonin soils and in forests

+ land based renewable energy

and it will be essential to pay special attention to these issues for remote, mountainous and
otherwise marginal areas.

The EU does not start from scratch in developing practicable ideas and instruments for rising to
these challenges. We have over a decade of experience of trying to deal with environmental
market failures by developing schemes to pay private sector land managers to deliver public
environmental services, and at the same time to improve protection of natural resources. The Water
Framework Directive contains within it important principles of identifying programmes of
measures to ensure water quality which are cost effective and do not impose disproportionate costs.
However there is a long way to go to successful implementation of these ideas.

The devilishly difficult task is to integrate the Food and Environmental security measures: to ensure
that they are coherent and mutually supportive, they are operationally practicable, and they can
work in a globalised world.
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It is all too easy to say that the food security is best achieved by liberalising markets. (Full stop). This
overlooks the integrated nature of multifunctional land management. We want both Food and
Environmental security — not just one or the other. Land managers don't only deliver food, fibre and
forest products; they deliver, or could deliver, renewable energy; landscape, heritage, recreation,
protection of flora and fauna, flood and avalanche prevention, and carbon fixation. We can sensibly tell
our farmers to be market oriented for the marketed part of what they produce (e.g. food and fibre) but
this will not help the correct supplies of their non-market outputs.

The practical operation of policy is similarly difficult to achieve. What we mean by the environment is
fantastically complex, multi-dimensional, interactive and dynamic. There are very difficult balances to be
struck; measures to reduce GHG pollution, may increase water pollution, or diminish biodiversity, or
impair landscape to a degree. Schemes to incentivise land managers to improve the environment have
to cope with these problems and also be manageable by our public administration, and not to drown out
the entrepreneurial spirit of our farmers and foresters.

If it is agreed that Europe must construct a
comprehensive policy for Food and Environmental
Security it is not unreasonable to ask what EU
budgetary resources this will require. How does
this compare to the current resources devoted to
the CAP and to environmental policy? This analy-
sis argues that delivering food and environmental
security is a far greater challenge for Europe for the
next half century than that addressed by the CAP
and EU environmental policy over the last 50 years.
It therefore does not seem outrageous to suggest
that it is likely to require no less of a budget.

Budget heading 2 which deals with Protection and Management of Natural Resources is set to average
about €53 billion per annum for the current financial period 2007-2013. This represents less than 0.5%
of current EU GDP, or about 1% of EU total public expenditure. This expenditure currently deals with
80% of EU territory and its environment, 40% of its population, 5% of the working population engaged
in land based activity, and 3% of EU GDP arising in agriculture.

Maintaining Natura 2000 sites alone, which cover between 15% and 30% of EU member states’territory,
have been costed at over €6 billion per year. Coincidentally, all academic studies and surveys show that
the public value the rural environment very highly — measured in the billions of Euro. At the same time,
many billions of euros of other business in local food chains, rural tourism and in countryside sports are
dependant on the maintenance of the rural environment. These spill-over landscape and biodiversity
benefits are key for the directly affected businesses such as rural tourism, and they are also part of the
attraction for many other businesses, and the increasing population who moved to the countryside for
the benefits that they perceive it provides. These considerations take us into wider rural development
policy to which this paper has paid little attention as we have chosen to focus of food and environment.
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Rural development is a subject in its own right and deserves its own vision.

We have argued that the challenges faced by the food and environmental sectors will increase in the
future, not decline, so it does not seem unreasonable to argue that there is no case for reducing budget
heading 2 at all, and a very serious case to expand it, especially so as the EU territory and population
expands. It is necessary to say this because there are many seeking to prejudge the EU policy reviews
and to insist that the EU budget in total, and certainly the CAP related expenditure in Budget Heading
2, are significantly cut.

At the very least it must be agreed that suggestions to slash the CAP budget , before agreement has
been reached on the purpose and key objectives of the new policy, is deeply flawed; we must first agree
on the policy objectives and then determine the resources necessary to deliver it.

Now is therefore the time for governments, scientists, industry, environmentalists, as well as farmers and
land managers to agree on the scale and likely impact of the major pressures discussed in this paper,
consider the practical options for meeting those challenges, and then to make the case for the policies
and resources they feel will be necessary for Europe to play a responsible partin meeting the challenges
outlined in this paper.
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