
6. future land use 

6.1 This section presents the projections for land use up to 2015, in the light of our research.  It begins by examining available models and projections.  For ease of exposition, the analysis then proceeds on a commodity basis outlining the main factors that have been taken into account.  The section concludes with the presentation of the regional projections for agricultural activities. 

Available Models

6.2 A key part of this project has been the evaluation of existing models. A number of organisations routinely provide forecast information (OECD, EU, USDA etc) with respect to agricultural production or prices.  In addition a number of other projections have been made in relation to assessing the implications of CAP reform.  Table 12 outlines the main models considered (Further details of the projections can be found in Appendix 2 along with an outline of the underlying assumptions).

Table 12 Main Models Considered in Projections about Agriculture in England and Wales in 2015

Model
Main Conclusions for England and Wales




FØI – Denmark
UK.  Beef production could decline 6% due to EU enlargement.  Dairy stable.  Wheat production declines by 10%, coarse grains by 17% and oilseed by 4%.

CAPRI – LEI
UK.  Beef herd decreases 18% compared to 1998.  Cereal area decreases by 6%

Queen’s Belfast / (FAPRI)
UK.  Beef herd down 20% on 2003 level, due to MTR.  Ewe flock down 10%.  Dairy and cereals stable.

Manchester Dairy Model
UK.  At the cost competitive price for the UK of 16 pence per litre milk production would increase by 8%.  Model does not project prices. However production is very sensitive to prices below this.




FAPRI – Ireland
EU-15.  Beef Production could decline 2-3% due to Mid-Term Review (MTR) of CAP & suckler herd by around 12%.  Prices could rise 5-6%.  Lamb production could decrease 3-4% & Ewe numbers decline by 4-5%, with consequent rise in prices of about 9%.  Dairy cows decrease, production stable.  Wheat area down 1.2% and barley 0.3%.

FAPRI  Iowa State
EU-15.  Beef production declines 14% from 1998-2002 levels due to 2.5% decrease in prices.  Lamb prices up 0.5% & milk prices down 7%.  Wheat production increases 5%, prices up 15% on average of 98-02.  Barley price increases 8%.  Oilseed production stable.

DG-AGRI  EU
EU-15.  Beef production down 2% & prices up 6% due to MTR.  Suckler cows decline 7%.  Milk production stable but prices decline 9% due to MTR.  Wheat area increases 0.4% and barley by 1.2%.  Oilseed areas decrease by 1%.  Voluntary set-aside could increase 20%




USDA
USA.  Beef prices in US$ up 24% on average of ’98 to ‘02.  Milk prices up 27%.  Wheat down 16%, barley down 6% and oilseeds up 3%.

OECD
OECD*.  Beef prices up 6.5% on average of ’98 to ‘02. Lamb up 17% due to production decrease of 5%.  Wheat prices up 16% and production up 9%.  Coarse grain prices up 17% and production up 10%.  Oilseed prices up 10% and production up 12%.  Sugar price down 5% and OECD production up 5%.

* The OECD does also produce forecasts for the EU

6.3 A number of difficulties arise from the forecasting models

· Few projections are specifically for the UK and often these only give projections against a future scenario. 

· Models generally relate only to the major commodities

· Few models give projections up to 2015.  

· Very different projections concerning development of prices of main commodities

· Generally not spatially disaggregated within the UK

· Difficulties in forecasting cross sectoral effects

· Influence of psychology on farmer decision making

6.4 The shortcomings of the available models with respect to the specific needs of this research means they have to be interpreted for our purposes and other information sought to help inform our analysis.  As stated in the methodology, this was largely done through a process of iteration using considered opinion, expert commentators, peer reviewers and stakeholders involved with the sectors.  

Projections by Commodity 

6.5 For ease of expositions the following sections, summarise the factors taken into account when determining the projected levels of activities for individual enterprises.   

Dairy 

6.6 The main factors taken into account and assumptions made with respect to Dairy production include:  (Forecasts based on model forecasts, trends and opinion)

· Maintenance of quota up to 2014/15, coupled with rising yields will lead to reduction in national herd.  

· Likely that the move to fewer larger herds will continue.  Though environmental and planning constraints might limit the extent that herds can expand.

· Concentration of production in West (continuing trend shown in Table 3).

· Movement from upland to more intensive (in terms of stocking) lowland production. 

· Removal of export subsidies and reduction in Skimmed Milk Powder (SMP) and butter prices will put downward pressure on fresh milk price, this may accelerate rate of exit.

6.7 The projected movement from upland to lowland is supported through evidence of relative profitability.  For example, according to the Special Study of English Milk Production (University of Manchester, 2004), the average net margin per litre for the most efficient lowland herds is nearly twice that for equivalent upland herds. (Table 13).

Table 13: Profitability of Dairying in Upland and Lowland (2002/03)




Margins (pence/ l) by herd size


70 to 100 cows
Over 150 cows

LOWLAND HERDS



Gross margin
9.20
9.25

Total cost
17.97
16.68

Net margin
-0.03
1.48





UPLAND HERDS



Gross margin
9.87
8.04

Total cost
18.90
17.48

Net margin
-0.46
0.73

Source: University of Manchester, Farm Business Unit 2004

Beef

6.8 The main factors and assumptions relating to beef production are:  (Forecasts based on Queens/FAPRI forecasts and Meat and Livestock Commission (MLC) opinion)

· Decoupling is likely to cause contractions in this sector due to the low level of profitability of the suckler herd in the absence of headage payments.

· However, the magnitude of the decrease will depend upon the extent that farmers treat the SFP as decoupled (discussed earlier).  It is argued that initially two conflicting impacts will occur.  One is that farmers will view the payment as essentially coupled and continue producing.  The other is that farmers will take the opportunity to assess their position (in particular those whose payment has fallen) and will stop.  However, it is assumed that in the longer run, on average, farmers will react to the lower returns from the beef enterprise by reducing production.

· Sheep are likely to become more profitable relative to beef after decoupling is implemented.  Possibly the move from sheep to beef production (which occurred as a result of previous policy changes) will be reversed on the upland beef and sheep farms.

· Less dairy calves will enter the beef market owing to increased yield per cow.

· There is the possibility that farms moving out of dairy will move into beef production.

· The market (in the short to medium run) appears stronger than when initial projections were made as to the effect of decoupling (such as the 20 per cent decline in suckler beef projected by Queen’s/FAPRI).

· However, there is little indication that market forces will raise prices sufficiently to offset downward pressure of decoupling.  This is particularly the case if WTO agreements lead to greater access to market for imports and removal of export subsidies reduces this option.

Sheep

6.9 The main factors taken into account and assumptions made with respect to sheep production include:  (Forecasts based on Queens/FAPRI forecasts and MLC opinion)

· The extent farmers treat the SFP as decoupled (similar arguments as for beef can be made).

· The change in relative profitability of sheep and beef after decoupling is implemented.  As noted above there is the possibility that the move from sheep to beef production, which occurred as a result of previous policy changes, is reversed on the upland beef and sheep farms.

· The extent that farms moving out of dairy substitute into sheep.

· Extensification may occur in some areas as a result of grant support.  

· Availability (or lack of) other options.

· Market factors, in the short/medium run the market appears stronger than when initial projections were made (such as the 10 per cent decline projected by Queen’s/FAPRI).

· Possibility of niche production for export markets.

Pigs

6.10 The main factors taken into account and assumptions made with respect to pig production include:  (Forecasts based on trends and MLC opinion)

· Pigs are lightly supported and as such are unlikely to be directly influenced by CAP reform. 

· Production likely to stabilise after dramatic decline in recent years.

· Continued concentration of production in main arable areas in the Eastern parts of England.

· Continued increase in share of outdoor production.  Though the extent that this occurs will depend upon environmental concerns and the extent that land owners are willing to let out land (and risk SFP) if cross compliance not adhered to.

· Continued environmental and animal welfare pressures on the sector. 

· Market will be influenced by impact of reduction in beef and sheep production on prices.  Consumers may substitute pork meat hence increasing demand.

· Affected by European production levels.

Poultry

6.11 The main factors taken into account and assumptions made with respect to poultry production include:  (Forecasts are based on moderated trends)

· Poultry has been a growth sector in UK agriculture.  There are however a number of factors of concern (EFRA, 2003).  These include: 

· Impact of strengthening environmental and welfare restrictions

· Extent of import penetration from countries such as Brazil and Thailand

· Assumed that production will expand but at lower rate than recent past

Arable Production 

6.12 The main factors taken into account and assumptions made with respect to arable production include: 
Wheat  (Forecasts based on models, opinion and land available from set-aside)

· Projections suggest a relatively stable level of production.

· Assumed that a proportion of land coming out of set-aside returns to crop production.

· Assumed that land freed up through reduction in sugar beet area changes to wheat. 

· Assumed land freed up by the long term decline in horticulture and potatoes turns to wheat.

· The strength of the market for wheat.

· Possibility that bioethanol production might be an alternative use for wheat.

· Market factors, in the short run the market appears stronger than when initial projections were made.

Break Crops - Oilseeds and Pulses. (Forecasts based on models, opinion and land available from Set-Aside)

· The extent that farmers treat the SFP as decoupled (discussed earlier).

· The extent that land coming out of set-aside returns to crop production.

· The extent that land freed up through reduction in sugar beet area changes to break crops.

· The extent that land freed up by the long term decline in horticulture and potatoes turns to break crops.

· Whether break crops are profitable enough in their own right or whether fallow is a better option.

· Potential for premium for non-gm oilseed rape.

· Generally oilseeds and pulses are close substitutes therefore production dependent upon expected profitability.

· Clearly these are generally influenced by the market for break crops.

Sugar Beet   (Forecasts based on opinion and trend)

· At current world market prices sugar beet production will not be viable in England. Therefore production is determined by the extent that support in the form of price support and quotas is maintained.  

· Firm reform proposals have yet to be made but assumed inevitable will be a reduction in sugar beet support and hence production.  Argued that a sugar beet industry will still be in place although smaller. 

· Possibility that bioethanol production might be an alternative use for sugar beet.  

Potatoes  (Forecasts based on trends)

· Fresh market will decline relative to processed market.

· Processed market under pressure from imports.

· Consumer preference seems to be shifting to rice, pasta and bread.

· Transport costs continue to provide degree of protection to fresh potatoes.

· Continued rationalisation in production.

· Continued concentration in specific areas.

· Continued yield increases will lead to less land under potatoes.

· Soil sickness and water availability increasingly important in determining production.

Set-Aside, Fallow and Non Cropped land   (Forecasts based on opinion)

· Assumed that set-aside as a supply control policy is abolished and therefore set-aside area set to zero.

· However also assume that not all land will enter production again for a number of reasons.  First, in many cases it is likely to have been marginal land that was taken out of production.  Decoupling reduces the attractiveness of cropping marginal land and therefore it may remain idle.

· Some farmers have benefited from the fallow associated with set-aside and may maintain this as part of the farming system. 

· Environmental schemes and legislation may also promote buffer strips etc which would increase land left idle.

· Alternative farming systems may also involve fallowing. For example if there is a growth in organic arable production.

Grassland   (Forecasts based on opinion and dairy forecast)

· Although overall livestock numbers are projected to decline, the impact on grass is less certain.  

· The proposed rules concerning permanent pasture may make it harder to change land use away from this and might halt the current decline in area, although change to other use is permitted and therefore land could be transferred to urban or woodland.  

· The decline in dairy numbers will reduce the area required for dairy production and therefore we may see a continued decline in temporary grass.

· There are limited options for alternative uses of grass therefore, even though livestock numbers are projected to fall, grassland will not decline in direct proportion.

· In addition, more land may turn to grass for alternative uses (around centres of population), horses etc.

· Removal of set-aside may mean that in livestock areas some land moves from set-aside to grassland.

Horticulture   (Forecasts based on opinion and trends)

· Horticulture is largely outside of the policy arena and is largely dependent upon the impact of market forces.  

· Clearly it covers a myriad of crops with their own specific markets. 

· However, in general there has been a decline in area and this is forecast to continue.  

· Regionally there has been some variation and this is also considered likely to follow through into the future.  

· The projections are therefore based upon the assumption of current trends continuing.

Industrial and Alternative crops   (Forecasts based on opinion)

· There may be alternative use of existing crops (wheat, sugar, oilseeds etc) and this might help support production of these crops. 

· The timeframe of ten years might be considered too short for a fully fledged industry to develop surrounding alternative crops such as Miscanthus and Short Rotation Coppice (SRC). 

· Therefore whilst accepting that there is a push for alternative crops we have not allocated land to this use in our 2015 projections

Maize (forecast based on opinion)

· Maize area has grown considerably in the recent past

· Possibility that as arable area payment constraint is removed that production could increase dramatically.

· However, generally fed to dairy cows and projected decline in dairy numbers may offset this.

· Intensification (in terms of stocking rates) of dairy will mean more maize likely to be planted. 

Non-agricultural Land

· Following from the recent trend of around 0.3 per cent reductions in agricultural land per year and consensus views, we estimate that a total of 3 per cent of agricultural land will be converted to other uses (urban, roads, industrial and non-farm woodland) by 2015.  The Forestry Commission highlight that the rate of new plantings of forest were in the region 5,000 and 500 ha/yr in England and Wales respectively between 1990 and 2002.  

Farm Woodland

· Trend for increased areas of farm woodland continues.  Though this is considered to be mainly for amenity value rather than commercial woodland due to the current low prices.

Wales 

6.13 In addition to the points made above a number of specific factors relate to Wales.  The predominance of pasture suggests that the scope for changes in land use in terms of land cover is relatively limited.  Some increase in woodland is forecast.  However, these factors do not mean that agricultural activity is not likely to change.  The development of agri-environmental schemes is likely to continue to affect the environmental impact of farming.  Payments for extensification of grassland under Tir Gofal, for example, may well become more attractive after decoupling is implemented.  A new entry level scheme is being introduced in Wales (Tir Cynnl) and this like the ELS in England has the potential to include many farms. The extent that it alters land use though will depend upon the uptake of options by farms. There may also be an increase in niche products which might well lead to the adoption of alternative farming systems that have a very different impact on the environment.  However, as Merriman (pers. com.) notes alternative systems are not necessarily better for water quality.  This is particularly the case for sheep dips where the substitute for Organophosphorus (OP) dips is considerably more toxic to aquatic life.

Projections

6.14 On the basis of the above assumptions Tables 14 and 15 presents our initial estimates of land use change and livestock numbers for England up to 2015.  It also highlights where regional variation has been included.   Tables 16 and 17 then present the regional estimates. Table 18 presents the estimates for Wales.

6.15 The process of forecasting in each region relies upon a switching methodology.  That is if land leaves a particular use then either it leaves agriculture or it switches to another form of agricultural use.  The regional projections were therefore undertaken with the constraint that the changes (both agricultural and non agricultural) had to sum to zero.   This means for example that although the model projections for wheat production were assumed relatively stable we have increased the area because a proportion of the land coming out of set-aside, sugar and horticulture is assumed to move into wheat.

6.16 A key part of the projections has concerned the change in livestock numbers particularly sheep and beef.  As mentioned earlier, the much cited Queens/FAPRI model assumed declines of 10 and 20 per cent for sheep and beef, respectively.  Given that market conditions had improved since this period, industry commentators suggested that although declines should still be factored in that it should be less than the FAPRI figures.  Therefore even allowing for the possibility of some substitution of sheep for beef and cross-subsidisation from the SFP, declines of 6 and 15 per cent respectively have been projected for the national sheep and beef herds.

6.17 Allowance for regional variations from the national trend, by default, have to be fairly crude.  However, they were undertaken with the purpose of reflecting generally expected patterns of land use change.  The projections for dairy highlight this approach.  Against the trend of general decline in numbers a greater concentration in the West is forecast.  Therefore the rate of decline has been set higher in the East than the West.   

6.18 Other allowances have been made to reflect regional differences.  For example in those regions where sugar beet is grown a greater increase in cereal oilseeds and pulses area is forecast as land moves out of sugar beet. 

6.19 However, for a number of enterprises it was not clear from discussions that there would be marked differences between regions and therefore the rate of change at the regional level is set the same as that at the national level.

6.20 In Wales, given the reliance on grass based systems and relatively few realistic alternatives on the horizon, there are few major changes forecast.  Similar changes in cropping patterns are generally assumed (that is decline in horticulture and potatoes) and an increase in cereals as set-aside is abolished and land in potatoes and horticulture changes to cereals. Livestock numbers are projected to decline and this infers an extensification of production.  As with the uplands of England there is much uncertainty as to the extent that sheep will substitute for beef in the farming system.  However, the decision was made to reduce both in line with the projections for England thereby implying some form of extensification.  The trend for continued transfer of land to urban and other (non-agricultural) land uses is projected to continue mainly at the expense of pasture.

Table 14a.  Trends in Grass and Cropping 1990 to 2002,  Projections for England 2015,  and Regional Variation

Region
England
England
England
England
England
Regional Variation
Qualitative Changes Expected


2002
Trend (1990 to 2002)
2015
2015



Activity

(ha / yr)
(%/ yr)
Projected Change
Per cent Change
Are regional differences assumed?


Total Agric. Area
9,099,052
-24,854
-0.3
-273,900
-3.0
Yes through trends, split on Defra projections
More ‘leisure farming’










Grass (<5yo)
643,673
-16,356
-2.3
-64,367
-10.0
Yes, to sum to change in agric area
Extensification

Grass (>=5)
2,859,583
-17,259
-0.6
-71,490
-2.5
Yes, to sum to change in agric area
Extensification

Rough Grazing
699,917
-5,541
-0.8
0
0.0
No
Extensification

Woodland
263,095
3,526
1.4
46,558
17.7
Yes reflecting regional trends


Set-Aside
518,260
---
---
-518,260
-100.0
No


Non-Cropped Land
---
---
---
129,565
25.0
One region with greater change, to sum to change in ag area











Wheat
1,876,217
5,371
0.3
215,765
11.5
Yes greater increase in sugar beet growing areas as land comes out of sugar
. Better management more accurate use of inputs. Precision farming  Structural changes

Winter Barley
470,014
-26,394
-4.4
0
0.0
No


Spring Barley
251,978
-4,185
-1.6
0
0.0
No


Oats
97,685
1,878
2.3
2,442
2.5
No


Other Cereals
19,843
259
1.4
0
0.0
No


Table 14b.  Trends in Grass and Cropping 1990 to 2002,  Projections for England 2015,  and Regional Variation

Region
England

2002
England Trend 1990-2002
England

Trend 1990-2002
England

2015
England

2015
Regional Variation
Qualitative Changes Expected

Activity

Ha or head/yr
%/yr
Projected change
Per cent change



Potatoes
119,293
-1,113
-0.9
-11,929
-10.0
Smaller reduction in E SW and W Midlands (cf concentration)
Concentration specialisation

Sugar Beet
169,043
-2,346
-1.3
-50,713
-30.0
Yes as production is regionally based. Although no one area is assumed to go out of production (ie due to factory closure)


Field Beans
160,669
1,148
0.7
0
0.0
No


Peas (harvested dry)
82,816
1,003
0.7
0
0.0
No


Oilseed Rape
324,512
-2,037
-2.6
50,299
15.5
Yes for same reasons as wheat
As for wheat

Maize
111,333
5,781
14.0
33,400
30.0
Yes due to changes in Dairy described below


Other Arable
22,694
1,072
1.3
0
0.0
No


Fallow
19,968
-1,127
-5.4
0
0.0
No (Minor use of agric land – see “Non-Cropped Land”) 


Total Horticulture (incl:)
158,256
-2,524
-9.2
-31,651
-20.0
Yes due to variation in recent trends
Concentration and specialisation

  - total Veg. In Open
111,781
-1,595
-1.4
-21,238
-19.0

Yes due to variation in recent trends
Concentration specialisation

  - total Fruit
30,887
-983
-2.8
-6,177
-20.0
Yes due to variation in recent trends
and specialisation

* - % of Set-Aside

Table 15.  Livestock Trends 1990 to 2002, Projections for England 2015 and Regional Variation

Region


England
England
England
England
England
Regional Variation
Qualitative Changes Expected


2002
Trend (1990 to 2002)
Projected 2015
Are regional differences assumed?


Activity

(head / yr)
(% / yr)
Projected Change
Per cent change



Dairy Herd
1,462,155
-44,432
-2.6
-292,431
-20.0
Yes continued concentration in the west is assumed
Greater output per cow.  Polarisation of industry between ‘industrial’ and ‘hobby’ operations.   Shift from upland to lowland.  Possible shifts to sheep production in uplands.  

Beef Herd
665,416
879
0.1
-99,812
-15.0
No, general decline is assumed
Extensification on grassland but implications of increase in feedlots.  Shifts to sheep production.  

Breedherd Replacements
877,920
-10,444
-1.1
-161,855
-18.4
No


Other Cattle Over 1 yr
1,181,520
-17,578
-1.4
-177,228
-15.0
No


Cattle Under 1 yr
1,343,651
-46,866
-2.8
-201,548
-15.0
No


Breed Pigs
457,841
-16,080
-2.9
-45,784
-10.0
Yes concentration in main arable areas 
Shift to outdoor pigs questioned due to environmental pressures  

Other Pigs
4,171,807
-117,358
-2.3
-417,181
-10.0
Yes concentration in main arable areas


Breed Ewes
7,329,473
-127,865
-1.5
-439,768
-6.0
No
Extensification in some areas but possibility that some farms might stock more intensively

Lambs Under 1 yr
7,638,074
-205,804
-2.2
-458,284
-6.0
No


Other Sheep
429,201
-16,003
-3.1
-25,752
-6.0
No











Laying Fowls1/
30,664,771


1,533,239
5.0
No
Greater incineration of manures.  

Table Fowls
77,577,972


7,757,797
10.0
No


Total Fowls
114,101,559


9,793,928
8.6
No


1/ Figures for fowls are for 2000

Table 16  Regional Projections for change in Agricultural Activities by 2015

Region
England
North East
North West
Yorkshire and Humber
East Midlands
West Midlands
Eastern
South East
South West

Activity
Projected Change (% to 2015)












Total Agric. Area
-3.0
-2.0
-2.9
-2.4
-2.9
-2.8
-3.1
-4.6
-2.9












Grass (<5yo)
-10.0
-7.5
-10.0
-7.5
-7.5
-8.0
-7.5
-10.0
-10.0

Grass (>=5)
-2.5
-2.0
-3.0
-2.0
-2.0
-2.5
-2.0
-2.5
-3.0

Rough Grazing
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

Farm Woodland
17.7
11.6
21.8
22.8
37.0
19.9
18.0
6.2
21.8

Set-Aside
-100.0
-100.0
-100.0
-100.0
-100.0
-100.0
-100.0
-100.0
-100.0

Non-Cropped Land 
    (% of Set-Aside)
25.0
30.0
25.0
25.0
25.0
25.0
25.0
25.0
25.0












Wheat
11.5
10.0
5.0
12.5
12.0
12.0
14.0
8.0
7.5

Winter Barley
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

Spring Barley
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

Oats
2.5
2.5
2.5
2.5
2.5
2.5
2.5
2.5
2.5

Other Cereals
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0












Potatoes
-10.0
-12.0
-12.0
-12.0
-12.0
-10.0
-9.0
-12.0
-10.0

Sugar Beet
-30.0
0.0
-30.0
-30.0
-30.0
-30.0
-30.0
-30.0
-30.0

Field Beans
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

Peas (harvested dry)
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

Oilseed Rape
15.5
15.0
15.0
16.0
15.0
15.0
17.0
15.0
15.0

Linseed
-50.0
-50.0
-50.0
-50.0
-50.0
-50.0
-50.0
-50.0
-50.0

Maize
30.0
15.0
35.0
20.0
10.0
35.0
10.0
10.0
35.0

Other Arable
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

Fallow
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

Total Horticulture incl
-20.0
-20.0
-20.0
-17.5
-20.0
-20.0
-20.0
-25.0
-15.0

  - total Veg. In Open
-19.0
-19.0
-25.0
-17.5
-20.0
-19.0
-20.0
-30.0
-10.0

  - total Fruit
-20.0
-44.3
-40.0
-40.0
-30.0
5.0
-40.0
-30.0
-10.0

Table  17 Regional Projections for change in Agricultural Activities by 2015
Region
England
North East
North West
Yorkshire and Humber
East Midlands
West Midlands
Eastern
South East
South West




Activity
(% to 2015)












Dairy Herd
-20.0
-24.0
-20.0
-24.0
-24.0
-20.0
-24.0
-24.0
-18.0

Beef Herd
-15.0
-15.0
-15.0
-15.0
-15.0
-15.0
-15.0
-15.0
-15.0

Breedherd Replacements
-18.4
-17.1
-19.0
-20.4
-20.6
-18.6
-19.2
-20.6
-17.3

Other Cattle Over 1 yr
-15.0
-15.0
-15.0
-15.0
-15.0
-15.0
-15.0
-15.0
-15.0

Cattle Under 1 yr
-15.0
-15.0
-15.0
-15.0
-15.0
-15.0
-15.0
-15.0
-15.0

Breed Pigs
-10.0
-15.0
-15.0
-7.5
-15.0
-15.0
-5.0
-15.0
-15.0

Other Pigs
-10.0
-15.0
-15.0
-7.5
-15.0
-15.0
-5.0
-15.0
-15.0

Breed Ewes
-6.0
-6.0
-6.0
-6.0
-6.0
-6.0
-6.0
-6.0
-6.0

Lambs Under 1 yr
-6.0
-6.0
-6.0
-6.0
-6.0
-6.0
-6.0
-6.0
-6.0

Other Sheep
-6.0
-6.0
-6.0
-6.0
-6.0
-6.0
-6.0
-6.0
-6.0












Laying Fowls
5.0
5.0
5.0
5.0
5.0
5.0
5.0
5.0
5.0

Table Fowls
10.0
10.0
10.0
10.0
10.0
10.0
10.0
10.0
10.0

Total Fowls
8.6
9.1
8.0
8.8
8.5
8.8
9.2
8.0
8.3

Table 18: Projections for Wales*

Activity
Projected Change


(per cent)




Total Agricultural Area
-3.0




Grass (<5yo)
-10.0

Grass (>=5yo)
-3.0

Rough Grazing
0.0

Set-Aside
-100.0

Idle Land (% of Set-Aside)
25.0




Wheat
7.5

Winter Barley
0.0

Spring Barley
0.0

Oats
2.5

Other Cereals
0.0




Potatoes
-10.0

Sugar Beet
0.0

Field Beans
0.0

Peas (harvested dry)
0.0

Oilseed Rape
15.0

Maize
35.0

Other Arable
0.0

Fallow
0.0

Horticultural Crops - Total including:
-20.0

    Total Vegetables grown in open
-20.0

    Total Fruit
-20.0




Dairy Herd
-20.0

Beef Herd
-15.0

Breedherd Replacements
-17.9

Other Cattle Over 1 yr
-15.0

Cattle Under 1 yr
-15.0

Breed Pigs
-10.0

Other Pigs
-10.0

Breed Ewes
-6.0

Lambs Under 1 yr
-6.0

Other Sheep
-6.0




Laying Fowls
5.0

Table Fowls
10.0

Total Fowls
8.6

* The projections for Wales are derived from disaggregated

   census data.  Hence, owing to potential disclosure issues, 

   we were requested not to publish absolute figures.

Discussion

6.21 Due to the high level of uncertainty surrounding many of the drivers considered in this report, it is clear that these projections can only be estimates of change.  Unforeseen factors may have major implications.  However, they do form a basis from which to develop more spatially specific estimates. 

6.22 The difficulty in projecting the impact of policy changes that have not even been implemented yet can not be overstated.  Crucial to any projection is whether farms act in an economically rational way and cease production when the net margin from the enterprise is negative or whether they use the SFP as some form of cross subsidy for production.  This will only become evident as the reforms are implemented and farms adjust.  One should also bear in mind that most farms, except for the most sophisticated, are unlikely to have a clear computation of their net margins for individual enterprises.

6.23 The previous section has highlighted the projected changes in land use.  Though for many commodities (in particular cropping) the level of change in production has been projected to be quite small this does not mean that major changes in the structure and nature of farming will not occur.

6.24 The relatively low profitability in the industry over the last few years has engendered major restructuring.  It is likely that restructuring will continue with fewer larger businesses accounting for the bulk of commercial production.  This will occur through a range of legal arrangements.  Therefore, the forecast is that the land generally will be farmed and productive in 2015, but not necessarily under the same business structure.  This raises issues for the impact of agriculture on water quality and needs to be explored further.

6.25 There is some debate as to whether other forms of ownership, compared to say the traditional family farm (however defined) are likely to be more detrimental in terms of the environmental footprint of agriculture.  The example from the Nene workshop of farming companies planting whole farms down to a single crop in one year as a process of simplification does raise concerns over the environmental impact of such monoculture.  However, there are a number of factors that need to be considered including:

· changes in management may well reduce the level of inputs applied as expanding companies may have access to better technology such as that associated with precision farming

· Even if there is a higher level of input use (for example because the original farmer was not farming optimally) this does not necessarily lead to more environmental problems as it is as much the timing and method of application that is important. 

· The better managers are likely to be those expanding their businesses.  Better management is likely to reduce the environmental impact.

6.26 In addition, using dairy production as an example, the fact that there will be fewer cows may be viewed as providing environmental benefits.  However, in those areas where production is concentrated this may not be the case and potential environmental pressures are likely to increase.  This issue was particularly relevant to the Ribble catchment area.  Here it was foreseen that upland dairy would decline but that lowland dairy might well intensify (in terms of numbers of cows).  The scale of analysis considered here does not really allow for such redistributions within regions.  However, it should be noted that it is not clear that larger herds will necessarily be more detrimental to the environment.  For example, stringent environmental regulation of expanding units is likely to mean that the level of pollution from waste is lower compared to the older units that are ceasing production.  In addition whether increased stocking density is detrimental will depend upon how the herd is managed.  It is likely that the herds that are expanding are subject to higher management standards and therefore less likely to be detrimental to the environment.  See Appendix 5 for a scenario of herd sizes and productivity in 2015.

6.27 In addition it is reasonable to assume that agri-environmental schemes will become more important, although the funding for these schemes is still limited compared to other payments to farms.  Under the pyramid model, higher level schemes have the potential to significantly alter land use.  However, funding will be limited and this may reduce uptake and therefore impact.  At the lower levels the policy of cross compliance may mitigate some of the impacts of farming on the environment without damaging the fundamental economics of the business.  A similar conclusion can be drawn for entry level schemes.  

6.28 The potential for alternative farming systems, including organic, to increase in importance is also very relevant to future land uses. Some forms of systems rely on a more mixed type of farming and therefore if these are adopted it is likely that we may see more grass in predominantly cropping areas and vice versa. However, a general consensus appeared to emerge through this research that these systems were unlikely to be significant in terms of land use within the time frame considered.

6.29 There are many uncertainties involved with the projections.  For example one of the largest land changes relates to set-aside which as noted before is entirely driven by policy.  The uncertainty surrounding markets will also be very important.  Work by the University of Cambridge (CRER, 2003) and Manchester (Colman, 2004) highlights the sensitivity of profitability of cereals and dairy to price changes.  If the markets strengthen or weaken (and are expected to remain so) this could have tremendous impacts on production levels.  

7. ribble and nene pilots

Introduction

7.1 One of the objectives set for this study was to test the projections at a regional level.  Two pilot areas were chosen, the Ribble and the Nene Catchment areas.  The Ribble basin was the site chosen for the pilot largely because the infrastructure for such tests had already been established (see below).  The second pilot area was the Nene.  This was chosen as a wide variety of farming systems occurred within this area and, in particular, there is much greater cropping than in the Ribble area.

7.2 The Pilots consisted of the drafting of a report on the methodology adopted, the key drivers, likely changes in these drivers and the projections for land use changes and stocking numbers.  These were presented to key stakeholders at one day meetings. The stakeholders differed between the Pilots but included farmers, representatives of the NFU, United Utilities (a major landowner in the Ribble area), Defra, the Environment Agency, FWAG, the CLBA, and independent consultants.  

THE RIBBLE AREA

7.3 The Ribble basin includes the Ribble, Douglas and Crossens catchments.  The basin drains a total land area of 820 square miles (Figure 8).  The area has a population of 1.25 million, and although generally rural the population centres and industrial areas are important.

7.4 The River Ribble Pilot Project is a UK pilot project looking at the Water Framework Directive (WFD). The project began in 2003 and aims to test guidance for accession countries, test public participation and planning, test Environment Agency (EA) guidelines and test how the EA will implement the WFD. To date the project has concentrated on public participation through information, consultation and active involvement. A public participation strategy has been produced and a stakeholder forum established including around fifty people/organisations, including agricultural organisations (FWAG, NFU, ADAS, RDS, CLA).

Figure 8:  The Ribble WFD Pilot Area
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CURRENT LAND USE IN THE RIBBLE PILOT

7.5 It is clear that livestock production dominates the area, which means that pasture (either in permanent pasture, temporary grass or rough grazing) accounts for around 86 per cent of the 162,000 hectares.  However in the South and West of the catchment area there is more cropping and we see a range of arable crops and also a significant area under horticultural crops.  Table 19 presents the distribution of farms by size  (in terms of hectares).

Farm Numbers and Farm Types

7.6 The Ribble WFD area cuts across a number of local authority districts which makes it difficult to analyse the numbers of farms and farm types in the area.  However, in the district of the Ribble Valley local authority there are 331 dairy farms, 226 cattle and sheep farms and 129 mixed farms.  In that district the numbers of other farm types are very small.  By contrast in West Lancashire there are 43 cereal farms, 349 general cropping and 310 horticulture.  Here the numbers of dairy and other types are small.  The districts of Pendle, Burnley, Hyndburn, South Ribble, Chorley, Preston and Fylde are more urbanised and have the following total numbers of farms: 187 horticulture (with 90 in the South Ribble), 142 pig and poultry, 595 dairy, 233 cattle and sheep and 344 mixed farms.  The numbers of cereals and general cropping in those districts are small.

Other Relevant Facts

· Affected by FMD outbreak in 2001

· Significant areas under Countryside Stewardship Scheme

· LFA and SDA Areas

· Objective 2 Area

Past Trends 

7.7 The following trends in land use and livestock numbers have been occurring within the region (here region is taken to be Lancashire)

· Beef increasing (nationally stable)

· Dairy decreasing

· Sheep marginal decreases (nationally bigger decreases)

· Pigs dramatic decreases

· Cereals decreasing

· Field Beans, Dry Peas and Oilseed Rape decreasing

· Potatoes and Horticulture stable

· Maize increasing

· Sugar Beet – very small and declining

Farm Numbers:

· Cattle and Sheep increasing

· Cereals stable

· General Cropping steep declines

· Dairy decreasing

· Horticulture decreasing

Table 19 Number Of Farms By Size Group in The Ribble Catchment Area









TOTAL CROPS AND GRASS SIZE GROUPS(hectares)










Area
Less than 5
5 to <20
20 to <50
50 to <100
100 ha or greater
All Sizes









Fylde
188
42
49
38
33
350

Preston
210
65
71
41
14
401

West Lancashire
411
157
133
83
53
837

Chorley
291
114
79
50
19
553

Ribble Valley
397
176
175
160
92
1,000

South Ribble
281
77
48
29
9
444

Hyndburn
95
47
29
17
6
194

Burnley
98
45
25
17
8
193

Pendle
210
113
69
33
25
450

Blackburn With Darwen
162
61
40
19
6
288

Craven
397
186
194
168
181
1,126









LANCASHIRE CC
3,088
1,224
990
716
402
6,420

Source:  June Agricultural and Horticultural Census 2002

Projections

7.8 Three sets of figures were initially presented to stakeholders.  The Business as Usual scenario (as given to stakeholders is presented in Table 20), in addition to a high production and low production forecast.
  It should be stressed that the projections made for the Ribble (and the Nene) were initial projections that have been adapted in the process of discussion and review and do not necessarily correspond to the latest figures presented in the earlier Tables. 

Table 20.  Business as Usual Projections presented at the Ribble Pilot Meeting

Variable
 
Ribble Pilot 2000
 
Change to 2015 (%)
 
   Source



(% of area or head)





Cereals 1 incl:
5.0

-4.7

DG-Agri + opin

   Wheat

2.5

-4.7

DG-Agri + opin

   Winter Barley
0.9

-4.7

Proportion

   Spring Barley
1.3

-4.7

Proportion

   Oats

0.4

-4.7

Proportion

















Potatoes (11)
0.9

-0.1

Trend

Sugar Beet
0.1

-25.2

EBA/ WTO

Dry Beans and Peas
0.3

-2.4

Opinion

Oilseed Rape
0.3

0.0

Trend

Maize (10)
0.3

100

Opinion

Stockfeed Crops 
0.2

0.0

Opinion

Horticulture (11)
2.1

-18.1

Trend

Bare Fallow
0.2

-31.9

Trend

Set-Aside
-12
0.7

-100

Opinion









Permanent Grass (2)
41.9

-8.4

Opinion

Grass < 5 yrs
4.9

15.7

Trend

Rough Grazing
26.9

5.2

Trend

Farm Woodland (3)
1.0

50.0

Trend









Totals

84.8

-2.3

Calculated

















Urban /
   Non-Farm Uses (4)
20.7

13.9

Defra projections

Total Agricultural Land
75.9

-7.3

Trend









Dairy Cattle (5)
70,974

0.0

Queens/FAPRI

Beef Cattle (6)
19,177

-19.4

Queens/FAPRI

Other Cattle (7)
54,087

-4.1

proportion









Ewes (8)

245,041

-11.4

Queens/FAPRI

Other Sheep
323,234

-11.4

proportion

Breed Pigs (9)
7,371

-5.0

Opinion

Other Pigs
51,179
 
-5.0
 
proportion

Issues Raised at Meeting

7.9 Given the importance of livestock to the pilot area, the main focus was the likely development of the Dairy industry along with Beef and Sheep.   The following highlights the key points that arose from the discussion.

7.10 There was general consensus that milk production might remain stable as forecast. However, there would be fewer, larger more intensive operations with possible localised impacts.  In particular, the consensus view was that the trend for upland dairy to decline would continue and that lowland production might expand.  Therefore, movement of dairy production within the area needs to be considered.   In addition movement out of dairy in these areas would raise the likelihood of adopting agri-environmental schemes.

7.11 There was some discussion as to whether intensive dairy farms might forego the SFP as in terms of their business it might be relatively small and the potential impact of the subsequent cross compliance rules might be high.  This does raise questions as to the extent that cross compliance will influence land use on these types of farm.

7.12 This led to the general view that the upland (SDA) would need to be considered a distinct geographical area.  

7.13 Argued that beef and sheep would be substituted for dairy in the upland.  This might be through farms changing enterprises or letting out land for other farms to expand.  This was considered to offset some of the declines in these numbers as indicated in our projections.  There was a general consensus that more account of the substitution between livestock enterprises should be taken.  

7.14 There was little mention of marginal land going out of production.  This is in contrast to the findings of GFA-Race case-study where those consulted anticipated that marginal land would indeed go out of production altogether.

7.15 On the more environmentally sensitive areas (SSSIs), extensification encouraged by grants from English Nature is likely to occur. This would suggest a decline in sheep numbers in these areas.  However, numbers in other areas may rise for the reason noted above. 

7.16 A feature of our projections was the decline in permanent grass in the catchment.  Those attending the workshop did not agree with this and felt that the decline was been overstated.  In addition the implementation of new regulations concerning the maintenance of permanent pasture would make it less likely for land to move out of this land use. Therefore grass is likely to remain at around its current level (allowing for the general movement of land out of agricultural use).  

7.17 Maize is an enterprise that has expanded considerably in the region over the last 13 years.  Therefore projections tend to favour its increase.  Unfortunately there was no local dairy farmer at the meeting to consider the future for Maize in the pilot area. However, there is some debate as to the suitability of Maize to the Ribble area (GFA 2004) and therefore perhaps the increase is unlikely.  Spring sown cereals for fodder production were suggested as an emerging contender to maize and therefore it may be the case that this increases in the future.  This may have some influence on the areas sown to cereals.

7.18 Given the relative position of cropping, there was less discussion concerning changes in these areas.  This will be developed more fully in the Nene Pilot.   However a number of points were raised.  The assumption that set-aside would be removed was not entirely accepted.  The view was that under the area payment scheme there might be a requirement for set-aside on farms with temporary grass and this might have implications.

7.19 A discussion arose concerning small holdings as highlighted in Table 19 of farm numbers.  A view was proposed that land-use in these holdings was unlikely to change and that they should be discounted when considering the projections.  Though, given the area in these holdings, the impact is likely to be negligible.

Key conclusions arising from Stakeholder Meeting

· General consensus that key drivers had been identified.

· General consensus as to possible changes in drivers particularly the assumptions made concerning CAP reform.

· Need to be clear as to which drivers are seen to be the most influential.

· Even within a relatively small geographical area the average figures hide potentially major changes that could have an impact on the environment. This is particularly relevant to shifts in dairy production from upland to lowland.

· Need to consider substitutions between enterprises more closely.  Though in terms of livestock likely to lead to similar land cover.

· The Ribble figures will be adjusted accordingly and the findings have been fed back into the wider study of BAU outputs.

THE NENE AREA

The extent of the Nene pilot area is highlighted in Figure 9.  The Environment Agency provides the following information on the area:

· Area 918 square miles.

· Drains into the Wash, which is rich in birdlife.

· Along the River Nene is Nene Park which contains a number of woods, lakes and fields which are home to all kinds of wildlife, and particularly notable for birds and badgers.

· The Nene exercises an important drainage function with locks forming an integral part of its flood control system.

· Tidal from the lock 5 miles downstream of Peterborough.

· Characterised by arable farming.

Figure 9:  The Nene Catchment
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CURRENT LAND USE IN THE NENE PILOT

7.20 It is clear that wheat and break crops dominate the area with around 66 per cent of the agricultural land devoted to these crops.  There are, however, significant numbers of sheep and cattle in the catchment and grazing amounts to 24% of the agricultural land.  Potatoes, horticulture and sugar beet account for substantial areas of land in the low-lying, North-Eastern part of the catchment (South Holland and Fenland).  Table 21 presents the distribution of farms by size (in terms of hectares).

Farm Numbers and Farm Types

7.21 In Northamptonshire county there are 690 cereals farms, 632 mixed farms and 196 other types.  Dairy, horticulture, and pigs and poultry account for around 50 farms in each of these categories.  By contrast South Holland is principally general cropping (437 farms), with cereals (257) and horticulture (235) accounting for the vast bulk of the rest, although substantial areas fall outside the Nene catchment.  

Other Relevant Facts

· Significant areas under Countryside Stewardship Scheme

· No Objective 1 or Objective 2 Areas

Past Trends 

Within the region (here region is taken to be Northamptonshire) the following trends were identified

· Wheat stable

· Field Beans, Dry Peas and Oilseed Rape stable

· Potatoes stable

· Horticultural production stable, decreasing areas

· Sugar Beet – marginal decreases in area (due to increased yields)

· Maize – very small area but large increases

· Beef Increasing (nationally stable)

· Dairy decreasing

· Sheep decreases 

· Pigs dramatic decreases

Farm Numbers:

· Cereals stable

· General Cropping steep declines

· Horticulture steep declines

· Mixed Farming slightly increasing

Table 21 Number of Farms by Size Group in The Nene Catchment Area





TOTAL CROPS AND GRASS SIZE GROUPS (hectares)









Area
Less than 5
5 to <20
20 to <50
50 to <100
100 ha or greater
All Sizes









Corby
          13 
            7 
            5 
            1 
          13 
          39 

Daventry
        328 
        189 
        131 
        102 
        155 
        905 

East Northamptonshire
        122 
          56 
          35 
          51 
        114 
        378 

Kettering
          78 
          31 
          23 
          29 
          61 
        222 

Northampton
          24 
            7 
            2 
            4 
            3 
          40 

Wellingborough
          52 
          22 
          15 
          20 
          39 
        148 

South Holland
        556 
        227 
        226 
        135 
        153 
     1,297 

Peterborough
          71 
          27 
          24 
          40 
          78 
        240 









NORTHAMPTONSHIRE CC
        914 
        452 
        315 
        293 
        555 
     2,529 

Source June Agricultural And Horticultural Census 2002

Projections

7.22 Projections of future land use for the Nene were presented to stakeholders ahead of the meeting.  Table 22 gives the figures as presented to stakeholders.

Table 22.  Business as Usual Projections Presented at the Nene Pilot Meeting

 
 
Nene Pilot 2000
 
% Change Forecast
 
Source

 
 
('% of area' or 'head')
 
 
 
 









Total grazing and crops
86.3

-1.7

Sum

Urban Areas
13.7

12.1

DTLR/ Defra









Grass sown in 1996 or later
1.8

-5

Opinion

Grass older than 5y (not rough grazing)
14.1

-5

Opinion

Rough grazing
4.5

-5

Opinion

Woodland (incl. non-farm)
6.0

20

Trend + Opinion

Set-aside

6.6

-100

Opinion









Total Cereals (incl:)
39.7

7

Sum

   Wheat

34.6

7.5

Trend + Set-Aside

   Winter Barley
3.2

1

EU DG-Agri

   Spring Barley
0.7

25

Opinion

   Oats

1.1

5

Opinion









Potatoes

1.8

0

Trend

Sugar beet

2.5

-30

WTO/EBA

Stockfeed crops except maize
0.1

0

---

Field beans
2.6

5

Opinion + Set-Aside

peas for harvesting dry
1.5

5

Opinion + Set-Aside

Maize (includes stockfeed)
0.3

100

Opinion

Winter Oil Seed Rape
7.1

-1.5

EU DG-Agri

Spring Oil Seed Rape
0.3

-1.5

EU DG-Agri

Flax

0.1

0

---

Linseed

0.7

0

---

Bare fallow (not on set-aside)
0.3

1044.1

Opinion + Set-Aside









Total Horticulture
2.4

-20

Trend

Total vegetables and salad grown in the open
1.5

-20

Trend

Total orchards, small fruit
0.4

-20

Trend

Total hardy nursery stock, bulbs and flowers
0.5

-20

Trend









Dairy Herd

7,908

-10

Opinion

Beef Herd

8,255

-20

Queens (FAPRI)

Other Cattle
31,648

-12.7

Proportion

Breed Pigs

4,618

0

Opinion

Other Pigs

34,333

0

Opinion

Total Ewes

104,650

-10

Queens (FAPRI)

Other Sheep
133,307

-10

Queens (FAPRI)

 
 
 
 
 
 
 

Issues Raised at Meeting 

7.23 There was a feeling that intensive horticultural farms might forego the SFP as, in terms of their business, it might be relatively small and the potential costs of the subsequent cross compliance rules might be high.  This does raise questions as to the extent that cross compliance will influence land use on these types of farm.

7.24 There was a feeling that the concentration in retailer power is likely to have major impacts on land use especially in South Holland.  In this region it was felt that the availability of water would also be an important driver.  The reduction in available chemicals might also have an impact.  It was assumed that as yields increase so the land used for horticulture would decline as markets were in general not expanding as fast as yields.

7.25 As for the future impact of agri-environment schemes, it was felt that pressures from retailers might encourage farms to enrol.  In addition larger farms might include their poorer land in the schemes.  General feeling that higher level schemes (HLS) might be important in particular areas but would not have major impact on catchment as it will be budget constrained.  Assumed that farms were likely to enrol for ELS but that this may not have major impact on land use.  The rules concerning permanent pasture and rough grazing were likely to mean that use could become fossilised by 2010. 

7.26 Alternative types of farming and mixed farming were not seen to be likely to develop significantly within the region.  Argued that organic would remain a niche as the market did not seem to be there.  Another potential impact might arise from large farms (farming companies) adopting a much more simplified form of farming.  This involves whole blocks of adjacent land being placed into single crops so as to reduce costs.  

7.27 There was general consensus that milk production in the region would continue to decline. The view was held that once farms left the sector they would not return due to the capital cost.  

7.28 There was a general feeling that land will move out of agriculture into other uses.  This would be especially the case on the urban fringes where demand for alternative uses was likely to be at its highest. The East Midlands Regional Planning Guidance and the Milton Keynes Sub Regional Study advocates the building of many new homes within the Nene catchment. As part of these proposals a River Nene Regional Park and Special Area for Conservation (SAC) have been proposed in the area being looked at. These could all strongly affect the amount of agricultural land in the catchment. It is believed that more will go for development and more will be put into agri-environment schemes.

7.29 The proposed increases in spring cropping were queried.  Argued that financial incentives would need to be offered.  This might be linked to government commitments to targets for farmland birds, a number of which benefit from spring cropping patterns.  It was therefore considered that if the Government was at risk of failing to meet targets more incentives might be put in place.  

7.30 As oats were locally processed (at Biggleswade) their was some local advantage to production in the region and this was likely to continue.

7.31 Beef lots were likely to continue but extensification of grassland beef was a possibility.  The loss of Northampton market had an impact on production.

7.32 For sugar felt that the reductions would be no less than forecast.  The potential importance of bio-ethanol production for the sector was raised.  

7.33 Although it was generally accepted that set-aside would be abolished its usefulness to the farm business was highlighted.  For example in taking out land that was awkward to deal with as well as blackgrass control, etc.  For these reasons it was felt that land would not necessarily return to cropping.

7.34 Some time was spent discussing the potential for biofuels.  Some felt the timeframe too short for major change to biomass crops.  In addition it was felt that for Oilseeds and Cereals the multiplication factor was too low to be economic viable.  It was felt that it would all be niche production with no real demand for major energy supplies.  It was argued however that because the Government has commitments, for example in relation to CO2 emissions, there could be pressure to force land into non-food crops and a figure as high as 20 per cent of land was cited.

Key conclusions arising from Stakeholder Meeting

· General consensus that key drivers had been identified although needed to consider changes to the oil economy

· General consensus as to possible changes in drivers particularly the assumptions made concerning CAP reform

· Need to consider the establishment of energy crops in light of government targets

· In relation to this need to consider possible impact of government targets (such as farmland birds)

· Land that is in set-aside may not return to production

· Importance of retailers in driving land use

· Importance of SFP to profitability of farm business emphasised

· View that projected area leaving agriculture was underestimated

8. Summary

8.1 This report has produced general projections of land use change up to 2015.  Despite the fact that a large numbers of pressures and drivers have been identified, overall land use is not projected to change dramatically.  Key projected trends for major commodities are:

· Removal of set-aside brings land to arable production.

· Reform of Sugar Regime leads to reduction in Sugar area.

· Continued decline in dairy numbers as yields increase. 

· Decline in Beef and Sheep herds but not as high as initial projections predicted.

· Cereal production likely to increase due to reduction in sugar beet and set-aside.

· Continued decline in horticultural crops

8.2 The key changes in terms of land cover would appear to arise out of the removal of the set-aside policy and reform of the sugar regime.  Even though livestock numbers are projected to decline it is argued that land will generally remain as grassland, in part due to the lack of alternatives available.  Cropping is though seen to increase as land that has been forcibly set-aside returns to production.  

8.3 These relatively small changes in land use do hide potentially significant changes in the structure of the industry and how businesses are managed.  For example there is likely to be further concentration of dairy production.  This has the potential to have significant environmental impacts in the regions where dairy becomes concentrated.  

8.4 Inevitably there is considerable uncertainty surrounding the projections made as many of the drivers considered are in the process of change not least European Agricultural policy. It is worth reiterating some of the key areas of uncertainty.  

· Development of markets for agricultural products

· Impact of recent CAP reforms including

· Degree to which farmers treat SFP as decoupled

· How cross-compliance will be implemented

· Extent of restructuring that will occur

· Extent of reform of sugar sector

· Implications of trade liberalisation

· Funds available for agri-environmental schemes and uptake by farmers

· The extent that markets for alternative (non-food) uses of agricultural products develop

8.5 As we move closer to 2015 and the implementation of the WFD the actual impacts of the drivers will become clearer.  

8.6 The scale at which to consider regional variations has been problematic.  On the one hand there is the need to work at a scale that is manageable given the timeframe and resource available.  However, the more general the projections the less likely they are to be accurate for particular river catchments.  That said the regional pilots did highlight that the projections could be translated in a meaningful way to the scale of the Ribble and the Nene.  Though they did also highlight that considerable variation within a catchment was likely as shown by the upland/lowland dairy example.  Further work at a more targeted level would be necessary to more accurately assess these sorts of changes.  

8.7 This study provides information on possible general changes in land use and farming up to 2015.  It is inevitable that the RBC that this feeds into can only indicate areas at risk.  In terms of defining programmes of measures it is essential that more detailed analysis at the water body level is undertaken along with stakeholder consultation and this is planned for Phase 2.

8.8 Out of this study a more detailed understanding of the requirements for Phase 2 has been gained.  These include:

· More detailed understanding of regional and local influences on production.  For example in the East the development of farming in the Fens is likely to be significantly different to that on the South Cambridgeshire chalkland.

· More detailed understanding of changes in farm practices and how these might exacerbate or dampen the environmental impact of land use. 

· Further consideration of the impact of the movement to fewer larger dairy herds and the projected movement from upland to lowland production.  This includes analysis of the relative impact on water quality of the different types of production systems.   

· The extent that land will be left idle if set-aside is abolished and what this means for the environment.

· Further analysis of the sensitivity of the projections to price changes for the main commodities.

· Implications of the growth in ‘leisure farming.’

· Extent that regulation both voluntary (such as through the Voluntary Initiative for pesticides) and compulsory will influence the development of land use.

· Possibility of large areas of biomass or biofuel crops, if the government implements major policies in this area.

· Implications of changes in woodland and forest areas. 

· Better understanding of the extent of sugar beet production changes as reform proposals become clearer.
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� In  Table 14 non-cropped land has been expressed as proportion of set-aside area in the base year


� Taken from GFA-Race 2004


� At the meeting the general consensus was that one set of figures should be presented with discussion therefore only the BAU estimates are provided here.
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