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Memoranda submitted by the National Farmers Union  

and the National Farmers Union Scotland 

Examination of Witnesses 

Witnesses: Mr Martin Haworth, Director, Policy, and Mrs Carmen Suarez, Senior 

Economist, National Farmers Union, examined. 

Q37  Chairman:  Mr Haworth, Mrs Suarez, good morning.  My apologies for keeping you 

both waiting two or three minutes.  Thank you very much for coming to give your oral 

evidence to us today.  We are being recorded live on the Web.  Whether that means we are 

seen by five people or five million is never quite clear, but we are live on the Web and you 

should know that.  Mr Haworth, is there any statement that you would like to make before we 

start?  We have had your written evidence, we have all read it, and would you also thank you 

colleagues in Scotland for sending us their written evidence too, but is there anything you 

would like to say before we start?  

Mr Haworth:  Thank you, my Lord Chairman. Briefly, thank you for the opportunity of 

giving this evidence on the future financing of the CAP.  I would like to introduce my 

colleague, Carmen Suarez, who is our senior economist.  This is clearly a matter of great 

importance to the NFU and its members.  It is very delicate matter as well, the financing of 
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the CAP, and certainly many questions arise out of it, probably more questions than we can 

answer.  As a brief preliminary point, I would like to say that the NFU was very involved in 

the CAP Reform negotiations which took place two years ago.  We advocated the type of 

reform that took place and we were much involved in the discussion at EU level on that 

reform.  I would like to make the point that the reform is a radical one and it was based on an 

understanding at the time of the finance that would be available to fund the reform, and the 

understanding on the basis of the finance was the Heads of Government Agreement in 

Brussels in October 2002.  That is a unanimous agreement.  We had our concerns and 

differences with that statement at the time, but it was a statement which was made, and so, 

whilst we understand the impatience of those who would like to see further reform, who 

would like, in fact, to see the CAP substantially dismantled, we would like to make the point 

that to raise issues of further reform or funding now is more likely to undermine any basis of 

consent for further reform than it is to help it.  We admit that there should be further reform of 

the CAP, but we see that as a process, and we would see the process of understanding of the 

finance in the reform would need to have some time to gel within the European Union and 

that rushing at that at the moment might well be counter-productive.  

Q38  Chairman:  Thank you, Mr Haworth.  In many ways that is the point that you make in 

your Policy Statement, and I think we have to remind ourselves that our Inquiry - it is not 

easy - in a sense is as subject specific as possible.  It is the future financing of the CAP 

against the background, of course, of announcements that have already been made by 

commissions and ministers.  In that context, could I ask you, assuming that the CAP reforms 

as currently agreed are implemented, what do you think will be the financial impact on your 

members?  

Mr Haworth:  It is difficult to answer that question, my Lord, with any precision.  The basic 

point to grasp is that the amount of finance available under this reform is essentially no 
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different from the amount of finance we had before.  There will be some redistribution of the 

benefits of the support, particularly in England because of the way we have decided to 

implement the reform, so that there will be groups of farmers who will gain from the reform 

and other groups who potentially will lose, but the overall sum of money is more or less a 

constant one, and so in that respect we would not expect to see any negative impact on our 

members.  Indeed, one of the reasons we supported the reform and the concept of decoupling 

was that the old CAP required farmers to do things which were costly which took them away 

from the market. 

Q39  Chairman:  Would you give us an example?  

Mr Haworth:  An example of that would be that if you wanted get a subsidy you were 

required to keep the cattle for what was called a retention period, and they had to be on your 

farm for that period.  If a market opportunity came up during the retention period, if you sold 

the cow, you would lose the subsidy, and that is not necessarily a sensible thing from a 

market point of view; and there are many other examples.  Within the CAP as it used to exist, 

in many cases, the subsidy regime forced people to do things which were not rational as far as 

the market was concerned, and so we did support decoupling in order to remove that 

constraint, if you like, or that pressure for farmers to chase the subsidy rather than the market.  

To the extent that the reform breaks that link we think it will be possible and therefore overall 

we would hope to see the reform having a positive impact on the finances of our members. 

Chairman:  Are there any supplementaries?  

Q40  Lord Plumb:  Lord Chairman, I would not expect you to speak for Scotland, but I 

understand that Scottish farmers will have a choice of whether they can receive their support 

in euros or in sterling.  Could I ask, therefore, what effect this is going to have on Scottish 
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farmers and, indeed, what percentage you think are going to opt for euros and what effect it 

might have if we had a similar situation in this country? 

Mr Haworth:  Thank you, my Lord.  We in the NFU have also asked for that option for 

farmers to be paid in euros.  Our understanding is that in principle the Government has agreed 

that too, though we have not got the details.  We support this.  Because the UK is outside the 

Exchange Rate Mechanism, because the payments are based in euros, there is an element of 

risk here that is faced by the farmer.  Therefore we would like the choice to be given to the 

farmer to opt for having his payments paid in euros or in pounds.  The extent to which this 

will be taken up is difficult to see.  It probably is only going to be beneficial to those farmers 

who have a stream of costs which they can meet in euros, which would probably be the larger 

farmers, but for those reasons we think it would be useful as a risk reduction tool for farmers 

faced with what is otherwise quite a significant risk that they will get less than they planned 

in their budgets because of an exchange rate movement which takes place.   

Chairman:  A very interesting point.  Very forward looking of Scottish farming. 

Q41  Lord Christopher:  You mentioned that the results of the new proposals will affect 

some farmers more than others, some will win and some may lose.  Can you say whether 

there is any particular type of farming that is likely to benefit more or that are likely to benefit 

less? 

Mr Haworth:  Yes, my Lord, the decision was made in England that the payments would 

ultimately be paid on a flat rate basis per hectare.  There is a different agreement in Wales and 

Scotland, where the payments will be entirely based on what each individual farm historically 

received.  In a nutshell, those farmers who historically received a relatively heavy amount of 

support will see their payments diminished, those farmers who in the past received no or little 

support would see their payments increased.  An example of the farmers who will lose would 

be more intensive beef and dairy farmers.  Examples of the farmers who will gain would be 
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farmers like horticulturalists who grow field vegetables or producers of pigs outdoors, who 

historically got no support, who will now get support. 

Q42  Chairman:  Out of interest, why was this difference made between England and Wales, 

for example?  

Mr Haworth:  The difference was made because the difference could be made - I think that is 

the answer - because we now have a devolved system. 

Q43  Chairman:  It was that? 

Mr Haworth:  The decision was up to each devolved administration how they wanted it to be 

done.  I could go into some technical reasons behind that, but I think the essential reason is 

that it could be done. 

Q44  Earl Peel:  There are, as you will only be too well aware, those that are highly critical 

of the CAP reforms, indeed we have one such submission.  I would be very interested in your 

comments on the suggestion (a point I think you have already acknowledged) that under the 

Single Farm Payment Scheme most  farms will continue to receive more or less the same 

subsidy as before, but the criticisms go on to say that in return only for compliance with the 

existing legal requirements, in effect, farmers will receive subsidies for being farmers and the 

Single Farm Payment Scheme is likely to maintain current patterns of reduction regardless of 

whether or not they are economically sustainable.  The public perception is terribly important 

here, and I would be very interested in your comments on that suggestion? 

Mr Haworth:  I think that suggestion is misconceived.  The point of decoupling is that the 

payment is paid regardless of what production is being made.  It may be true in the first year, 

it probably is true, that farmers will continue to regard their subsidy as part of their total 

return and they may well not in their minds decouple the payment from production, but as 
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time goes by, and certainly already, I think, the more forward looking farmers have already 

done this, they have realised that they must look at their enterprises in a more commercial 

way, they must decide what they are going to produce based on whether they are going to 

make a profit from that production and disregard the subsidy element entirely.  It may take 

some time for that to work through fully, but we are convinced it will happen and, therefore, 

we do see that the market will have a much greater impact on production, the type of 

production and the volume of production in the future, than it does at the moment. 

Chairman:  That is interesting.  It very much leads on to the next question, which 

Lord Plumb, I think, will ask you. 

Q45  Lord Plumb:  Thank you, Lord Chairman.  You have, I think, already said that you 

advocated decoupling.  It makes reference to the market, of course, and farmers themselves 

are becoming more conscious of the fact that they have to rely on market economy rather than 

on the subsidy point that I think you have already covered, but, generally, although it is 

speculation to suggest what is going to happen, what really do you think the impact will be on 

farming?  Will it affect structures, will it bring about changes which are perhaps even more 

radical than those we can see at the moment and what effect will it have generally on the 

income of farmers, which, of course, is our real question?  

Mr Haworth:  I think it will have profound changes, though they may take time to work 

through.  We would imagine that there will be effects on production and that in future farmers 

will only produce what the market is telling them to produce and what they can 

remuneratively produce for the prices they are going to get.  That requires not only a change 

in farming but it requires a change in the total food chain.  At the moment prices that are 

being offered to dairy farmers and beef farmers are probably not sufficient for many farmer to 

continue production, so it will be up to food chain, the entire chain in future, to offer those 

prices or see production reduced.  As far as the structure is concerned, it is not necessary in 
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the case of reform that that in itself will impact on the structure, but we have had a long 

period of structural change in the industry which has resulted in fewer farms, larger farms on 

the one hand and more part-time farms on the other hand, and we do not see anything in this 

reform that will change that long-term tendency.  As far as the profitability is concerned, as I 

said at the beginning in answer to the first question, the hope is that it will improve profitably 

because it will mean that farmers can focus on the market rather than producing for the 

subsidy, which in many cases was an economically wasteful thing for them to do.  

Q46  Lord Plumb:  How do you see modulation working in this particular area, because this 

is a subject of concern to both small and large farms?   

Mr Haworth:  The modulation that has been introduced because of the reform is 

modulation---  

Q47  Chairman:  Could you give us your definition of modulation.  It is a word with which I 

have a problem. 

Mr Haworth:  I was about to do that.  It is used in many different ways and contexts, but the 

modulation as introduced in this reform is a means of taking money from what is called the 

first pillar - that is market support and direct payments - and moving it into what is the second 

pillar of rural development.  The United Kingdom is already doing this to some extent (in fact 

it is the only country in Europe that is at the moment doing it), and we have at the moment a 

programme by which something like 4.5 per cent  of the direct payments to farmers are being 

removed and redirected into the second pillar of rural development.  The reform introduces a 

European element too that that there will be three per cent rising to a five per cent reduction 

in the first pillar payments going to rural development, but there is a particular problem and 

concern in the UK because historically our share of European spending in the second pillar 

has been extremely low and it has not been the Government's priority to spend money in the 
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second pillar in the past.  This current government intends to really increase the amount of 

spending on rural development - that is its stated policy and one which we do not disagree 

with - but there is no funding source to do that other than on a national level, unilateral level, 

to make further reductions in the first pillar payments to move money to the second pillar.  

That does cause us some concern because it means that the amount of payments that we get in 

this country are going to be significantly lower than our competitors in other European 

countries; so we are moving to a situation in which what was intended to be a common policy 

with common support is going to be very uncommon with very different levels of support in 

different countries. 

Q48  Earl Peel:  In paragraph 16 of your submission, and I was very surprised to see this, 

you said "The NFU accept that there should be a shift from Pillar 1 to Pillar 2.  Is that not 

slightly in contradiction with what you have just said? 

Mr Haworth:  No, it is not in contradiction.  In the course of what I have just said, I said it is 

the Government policy to increase spending on the second pillar, on rural development, and 

we agree with that, we do not disagree with it.  We do, indeed, accept that in the long term - 

and particularly I think you yourself, my Lord, made the point about public perception being 

important - it is true that it is easier to explain and get support from the general public for 

spending on rural development than it is for spending on direct payments to farmers, and 

there are things that we think money should be spent on in rural development.  We agree with 

that, but we would like to see a more uniform system of that happening across the European 

Union, rather than the United Kingdom uniquely taking quite a big slice out of its first pillar 

payments and putting it into the second pillar.  We would like to see that on a more uniform 

European basis. 
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Q49  Chairman:  Your concern is really about the rate of modulation in this country rather 

than the principle?  

Mr Haworth:  Absolutely.  

Q50  Lord Christopher:  Can I ask a supplementary.  What will be the consequences on 

what are called "farm gate prices"?  The supermarket power.  Are farmers going to get prima 

facie less for what they produce?  

Mr Haworth:  We would not accept that.  As I tried to explain before, but perhaps I did not 

do it adequately, at the moment the people who are buying from farmers to some extent know 

that farmers are required to produce in order to get the subsidy and, therefore, are in a better 

position, if you like, to manipulate the prices down than they would be under a more market 

oriented system, because in future, unless the purchaser, the person who is buying from the 

farmer, offers him a remunerative price, in the end that farmer is not going to produce.  We 

would hope that the effect of decoupling would ultimately be to increase rather than reduce 

market prices?  

Q51  Lord Lewis of Newham:  Could I move to a more specific point?  Further reforms of 

the sugar industry are expected.  What are the implications, do you believe, for the EU budget 

if reforms are not forthcoming? 

Mr Haworth:  We believe that reform of the Sugar Regime is inevitable.  It has to take place.  

If it does, or when it does take place, rather than if, we assume that it will follow the pattern 

of other reforms, which will involve a reduction in market prices and market support and 

price guarantees with some compensation to farmers in return for that reduction.  If you look 

at it on an economic basis, you could say that the result of that will be that consumers will 

benefit because prices will come down, farmers will get partially compensated, therefore to 

some extent farming incomes will be reduced, but the budgetary cost of the reform will go up 
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because you will have to pay compensation to the farmers for the reduction.  In other words, 

part of the consumer benefit will be taken away by a tax-payer increase.  The result of the 

reform would be a higher increase in expenditure for the CAP budget, and that has been 

foreseen in the budget forecast.  If the reform did not take place, there would be budgetary 

consequences, presumably, but the extent and the direction of them would be difficult to 

predict.  I think the underlying point is that the reason that the Sugar Regime has to be 

reformed is not a budgetary imperative; it is because of the obligations that we have and will 

have at an international level to reform the regime.  That is the driver of the reform. 

Q52  Lord Haskins:  The Council of Ministers has put a cap on this budget to the year 2013, 

but it recognises that it is possible that squeezes and pressures come on the budget particularly 

with regards to extending new members - Romania coming in, Bulgaria coming in - and, 

indeed, we are already getting evidence to suggest that that is going to happen.  There is, 

however, a financial mechanism to deal with this problem in that the single payment drops.  

Two questions:  (a) do you think that is likely to happen, and (b) if it does happen, what sort 

of impact is that going to have on your members?  

Mr Haworth:  Thank you, Lord Haskins.  In answer to your first question, I think it is more 

than likely to happen.  I think it is extremely probable that it will happen.  The second, what 

impact will that have on our members?  It is difficult to say, because, again, we are talking 

about a fixed budget and really this financial discipline is a way of redistributing that fixed 

budget.  It will really depend on who the money is taken from and who it is given to.  It is 

difficult to predict at this stage.  We do not have the details of how the mechanism will work 

because the Commission has not yet produced the regulation which will tell us that.  We do 

not know if it will operate at a national level or at a European level - we assume at a European 

level - but, for those reasons, it is, as I said, extremely difficult to predict the impact on our 

members. 
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Q53  Lord Haskins:  Have you any past experience of this nature that enables you to make a 

guess at the impact on your members? 

Mr Haworth:  No, we have not, my Lord.  This concept of a financial discipline is not a new 

concept; indeed, ever since, from memory, something like 1987 there has been a mechanism 

in place to ensure that the CAP budget stuck within its limits which, if it looked likely that 

spending was going to go above the ceiling, required the Commission and the Council to take 

measures.  In the past they never have, so we have no basis on which to make any prediction 

for the future.  

Q54  Lord Haskins:  They have in the sense that they have withheld export restitutions in 

order to keep the budget down.  They are doing that at this very moment?  

Mr Haworth:  Yes.  To that extent, yes, there has been a need to withhold or increase export 

restitutions, although that is being dictated more by the market than the budget probably.  It is 

impossible to say in the future, because we do not know how they would react, whether they 

would continue, as you say, to cut market mechanisms or cut the direct payments. 

Chairman:  This leads on very much to the question that Lord Livsey would like to ask you. 

Q55  Lord Livsey of Talgarth:  Lord Chairman, if the group of net contributors get their 

way and a one per cent GNI cut is placed on the EU budget, will cuts have to be made to the 

agricultural budget and, if so, are they likely to come from Pillar 1 or rural development?  

You have partly answered that question previously.  Obviously this is complicated, but what 

is your judgment? 

Mr Haworth:  My Lord, I think you have heard a lot from me, so I am going to ask Carmen 

to answer that question. 

Mrs Suarez:  Thank you very much.  We consider that the imposition of a ceiling on the EU 

budget would have very serious negative consequences.  Whether the money would come 
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from Pillar 1 or whether it would come from Pillar 2 would depend crucially on whether the 

Brussels agreement establishing a budgetary ceiling for Pillar 1 is solid or not.  We are aware 

of the fact that there are Member States that are calling for that agreement to be reviewed, but 

we think that it would be crucial for the agreement to be honoured, because otherwise the 

trust in any reform of the Common Agricultural Policy may be broken, and we cannot forget 

that the Common Agricultural Policy Reform was agreed on the basis that the Brussels 

Agreement was going to be honoured.  On that assumption, if indeed the one per cent ceiling 

is adopted and if that leads to a reduction or a proportional reduction across the EU budget, 

that would come from a reduction in Pillar 2 funding in rural development, and then it would 

have to be better managed whether it is up to each Member State to decide which part of the 

rural development funding is decreased or whether a proportional decrease across the board 

would have to be undertaken.  If the decrease is up to each one of the Member States, we 

would envisage a situation in which, given the preferences manifested in the current 

negotiating position of the British Government, one would expect, first of all, a reduction in 

the so-called Axis 1 of rural development that is aimed at restructuring the agricultural sector, 

and we think that that can be, indeed, very negative, especially in the current process of 

restructuring of the agricultural sector in the context of CAP reform.  The second objective in 

terms of decrease would be the so-called Axis 3, and that is aimed at encouraging 

diversification of the rural economy. Because of the current commitments that DEFRA has 

already undertaken and given the fact that currently 80 per cent  of rural development 

expenditure in this country goes into agro-environmental schemes, a reduction of the budget 

down to one per cent of the contributions is quite likely to also have an effect on the funding 

of agro-environmental schemes more specifically into the entry level scheme, and that will, 

indeed, have very serious consequences, not only in terms of funding and in terms of the rural 

economy but also in terms of the public perception of the rural sector.  
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Q56  Lord Livsey of Talgarth:  We are talking about the budget here and you have 

mentioned various possible outcomes, but have you done any fundamental "what if" 

questions of economic outcomes if the budget is restricted in this way, because the answers 

you have given are rather subjective in terms of content.  Are you able to say with any firm 

prediction rather more precisely what the financial impact will be on rural development 

schemes on the one hand and farming on the other? 

Mrs Suarez:  Forgive me, my Lord, for giving what you can call subjective answers.  The 

problem lies basically in the fact that the validity of these different scenarios are subject to 

political decisions, and political decisions are subjective by their very nature.  "What if" 

scenarios appear because the first "if" comes in terms of will the decrease in the EU budget, 

or will the decrease in the pot of money available be fed in a proportional manner by all the 

different expenditures undertaken within the EU budget?  Of course, we will have a 

completely different situation, depending whether the decrease in funding is only suffered by 

agricultural expenditure that is currently less than 50 per cent of the budget, or whether other 

forms of EU expenditure also have to share the bill of that increase.  The second "what if" 

comes when we talk about within agricultural expenditure: will we have to decrease Pillar 1, 

for which we have currently a commitment, or will we have to decrease only Pillar 2 for 

which no commitment is in place?  Then, if we decrease only Pillar 2, the third "if" comes in, 

in terms of will Member States have the possibility of decreasing funding for those 

programmes that they consider less important and, if so, we open the way again to 

distinctions between different Member States giving priority to different issues.  In blunt 

terms, it is going to be very difficult, in any case, to give a certain percentage that we think 

each one of the programmes is going to be decreased by.  What is, I think, essential is to 

understand that if you want an extreme scenario in which all expenditure cuts are funded by a 

decrease in Pillar 2, then we can envisage a situation in which, given the current allocation of 
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rural development to the UK, it will be very difficult for the UK to carry on with the 

agro-environmental schemes that it has in place, and it will be very difficult for the UK to 

have in place any rural development programmes that encourage the diversification of the 

rural economy or that encourage the restructuring of the agricultural sector.   

Q57  Earl Peel:  I think you have largely answered the first part of my question, which was 

what would the likely impact be on members if rural development funding is cut, but what are 

the rural development priorities of your members. You have talked about the 

agro-environment schemes, but I assume it must go much further than that? 

Mrs Suarez:  Thank you, my Lord.  I think that the priorities for our members are quite clear.  

We would like, and our members would like, to ensure the creation of a working environment 

where farming businesses can respond to the market demands that they have and also respond 

to non-market demands in the form of consumer needs concerning the environment.  We feel 

that the current proposal for rural development funding to some extent covers those two 

strands with the three “Axis” encouraging diversification, encouraging restructuring of the 

farming sector and also funding agro-environmental schemes.  We feel that there is therefore 

a need for all three “Axis” of rural development, and that is where the position of British 

farmers is quite different from the current negotiating position of the UK government that 

seems to give priority to Axis 2 (i.e. agro-environmental schemes), but that considers that 

there should not be a minimum expenditure allocated to either Axis 1 or Axis 3.  It seems that 

the Government envisages rural development just addressing concerns related to the 

environment and, therefore, to the public perception of farming but does not seem to give so 

much importance to the market demands that are placed on farmers, especially in the context 

of a global market environment and how a suitable regulatory environment should be in place 

to help farmers respond to those market demands. 
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Earl Peel:  I can fully understand that you would not wish to see any reduction in the 

commitment of Pillar 2, but presumably you would be extremely concerned if there was to be 

a transfer of funds from Pillar 1 to Pillar 2, because I would have thought that Pillar 1 funding 

is absolutely essential to your members in that it gives a stability for the future which Pillar 2 

does not necessarily deliver?  

Q58  Chairman:  Forgive me, I think I am going to have to ask you to be brief.  I know Earl 

Peel has asked you a very provocative question. 

Mrs Suarez:  I think it is very much in with the answer that Mr Haworth has given in the 

sense that we envisage that in the long term there is going to be a transfer of funds for Pillar 1 

to Pillar 2, and that is, indeed, something unavoidable.  What we would like to ensure is that 

(a) any funds that are transferred from Pillar 1 to Pillar 2 are done in a consistent manner 

across all Member States so as to place all Member States in the same situation, and (b) that 

the money transferred into Pillar 2 is transferred into Pillar 2 for the fulfilment of the 

requirements of the farming community and rural community, and that encompasses not only 

agro-environmental schemes but also measures that fall within Access 1 and within Access 3. 

Q59  Countess of Mar:  Very briefly, as somebody who benefited from the Rural Recovery 

Fund, in that we were given huge assistance with our business management and marketing, do 

you think a lot of the Pillar 2 money should go to teaching farmers how to market their 

products?  They are very good at growing them or producing them but not very good at 

marketing them.  

Mrs Suarez:  That is, indeed, why we believe that Axis 1 is crucial. Axis 1 is expected to 

provide measures that increase the efficiency, increase the competitiveness of the farming 

community.  As part of those programmes we have training programmes, marketing 

programmes, and so on.  Again, it is very much linked with the need for farmers to 
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understand the market and to make full use of the possibilities that the market offers, and we 

feel that, especially in the context of decoupling where decoupled payments are expected to 

link farming decisions to the market, Access 1 becomes all the more important. 

Chairman:  Thank you very much.  We move finally to the question of Doha and WTO.   

Q60  Baroness Maddock:  In your submission you have touched on Doha in paragraphs 11 

and 12, and I have two questions that I hope perhaps you can enlarge on, although you started 

to talk about it in paragraphs 11 and 12.  Do you believe that substantive changes to the 

Common Agricultural Policy will be required as part of the Doha round of World Trade 

Organisation negotiations, and do you believe that agreements reached at Doha are likely to 

provide the opportunity for a reduction in the Common Agricultural Policy budget?  

Mr Haworth:  Thank you for that question, my Lord.  Our view is that if there is an 

agreement at Doha it will require us, and every participant in the negotiations, to reduce their 

trade distorting subsidies, to reduce and ultimately eliminate export subsidies and to increase 

market access.  If you look at those three issues, we believe that the CAP Reform has largely, 

if not completely, removed the market distorting subsidies in the European Union.  There 

could be a case for saying that some of the countries that have not fully decoupled should 

fully decouple in future, and we would support that, but other than that we believe that the 

measures that have been taken will enable us to meet our obligations on internal subsidies.  

The reduction in the elimination of export subsidies and the increase in market access that we 

will have to give over time will make it difficult and finally impossible for us to continue with 

market support measures.  That is a continuation of a trend which is long established.  All the 

reforms we have had have been reducing market support and replacing them with direct 

support, and an agreement with Doha will force us, whether we want to or not, to continue 

down that path.  Whether that is a substantive change or not, I do not know.  I would say it is 

not; it is just a continuation of what is already in place and is a long established trend.  Will it 
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give opportunities for reduction in the budget?  Possibly, but very limited, because, as I have 

said, the trend that we have got to replace market support with direct payments is a 

well-established one, and, if we look at the budget that is foreseen for 2013, the vast majority 

of that budget is on direct support.  I think it is something like four billion would be on 

market support measures and 39 billion euros on direct support; so there is a potential for 

saving the four billion, but, compared with the 39 billion, it is a trivial amount.  I know four 

billion euros is not a trivial amount in itself, but as a proportion of the whole it is not a large 

one. 

Q61  Chairman:  A final question on this.  The evidence WTO have given us, written 

evidence sent to us by Which? Magazine, includes the sentence, "In our view a strong WTO 

agreement is the best hope for Europe's consumers.  CAP policy makers generally only 

confront economic reality when forced to do so by external pressures."  Do you think that is 

fair?  

Mr Haworth:  I think the second half of that statement is probably fair.  The pressure for 

CAP reform, the biggest pressure for CAP reform in the last 20 years, has been external 

pressure from international obligations.  Yes, that is true.  It is difficult, because, as you well 

know, the Common Agricultural Policy is negotiation between 25 Member States.  It is 

difficult to get internal consensus among 25 countries unless there is some external pressure 

to do so; so it probably is a fair statement, yes. 

Chairman:  Thank you very much.  I am very grateful on behalf of this Committee to you 

and Mrs Suarez for coming and for answering our questions so very well and fully.  If there is 

anything further that you would like to put in further written evidence to us, please do so.  We 

are very grateful to you for the time you have given us.   
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Memoranda submitted by the Country Land and Business Association and the 

European Landowners' Organisation 

Witnesses: Professor Allan Buckwell, Chief Economist and Head of Research, Country 

Land and Business Association, and Mr Mark Thomasin-Foster, President, European 

Landowners’ Organisation, examined.  

Q62  Chairman:  Thank you very much indeed for coming this morning, Professor Buckwell 

and Mr Thomasin-Foster. We are live to the extent that what we say is going on to the Web.  

To what extent people listen to it and absorb it is a matter for greater question.  It is very kind 

of you to come today.  We have read your written evidence, both of you, with very great 

interest and I congratulate you on it.  I thought it was very interesting.  Is there anything you 

would like to say to us before we start?  

Mr Thomasin-Foster:  Lord Chairman, thank you very much and thank you for allowing us 

to come and give evidence to you.  It is greatly valued by us; indeed, it is an extremely 

important subject to our members, if I can say that, both in this country and to a certain extent 

in what I represent now in the European Land Owners’ Organisation. 

Q63  Chairman:  Could you give us, when you finish, an idea who you represent, where 

your members are?  

Mr Thomasin-Foster:  I was going to come to that.  I actually farm in Essex, so I am a 

practising farmer.  Over the last eight years I have taken quite a large role in the CLA, both in 

environmental and in agricultural matters, and, more recently, I took a role in the European 

Landowners’ on behalf of the CLA.  Recently, I have been elected the President of the 

European Landowners’.  The European Landowners’ now have 50 organisations which come 

together to form the federation in Brussels across the 25 Member States.  I hope that clarifies 
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where I am at the moment.  On my left is Professor Allan Buckwell, the Chief Economist of 

the CLA, who, I am sure, if not known personally, many of you will have seen a lot of his 

writings and publications.  I hope that puts us in context. 

Q64  Chairman:  Is there anything you want to add, Professor Buckwell, at this stage?  

Professor Buckwell:  My Lord Chairman, no. 

Q65  Chairman:  Thank you.  Turning to the subject of our inquiry, the future financing of 

the CAP, assuming the CAP reforms as currently agreed are implemented, what do you 

expect to be the financial impact on your members?  Perhaps we should look briefly at UK 

members and continental members as well. 

Professor Buckwell:  My Lord Chairman, given the reforms that are in place, I think we need 

to discuss separately Pillar 1 and Pillar 2.  Essentially the changes in Pillar 1, the decoupling 

of support payments, in England, as distinct from Wales and Scotland, and it is different again 

in Northern Ireland, there is a redistribution of support, or there will be over a period of eight 

years, from the historic distribution of support, which was based on arable support and 

livestock payments and various support, to these flat rate payments.  I am going to, I think, err 

in the direction of often talking about England and occasionally talking about Wales.  We 

only represent England and Wales in the CLA.  Basically it is a rearrangement of support 

rather than a tremendous effect on the total level of support in the first instance, but we will 

have more discussions about what the future may hold on that, and so the impacts are not 

huge, but there will be less readjustment in the crop sector than the livestock sector.  We 

expect there to be more adjustment in beef than sheep, a little in dairy, but essentially it is a 

rearrangement of support rather than a cut in the overall level of support.  Also, of course, 

very importantly, because of the change in the way the support is given, we anticipate that it 

is going to take a year or two for most members to decide how they are going to respond to 
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that, given the impacts of decoupling.  So far as Pillar 2 is concerned, there is a real fight on 

our hands, depending on the outcome of the issues that we will discuss and which are raised 

in your inquiry, that if Pillar 2 is significantly cut, this could quite importantly change a 

number of schemes and developments that we have been anticipating over the last few years. 

Q66  Chairman:  We will not anticipate questions that you are about to be asked and can 

answer.  

Professor Buckwell:  The financial impact is varied, and also from one farmer to another, 

because of this move to an average payment.  

Q67  Lord Plumb:  On the distinction between the areas of the United Kingdom, you refer to 

the fact that implementation is going to be varied, and we shall see over a period of time how 

farmers respond to that change, but we know that Scottish farmers are going to be given the 

choice of whether they take the funding from Europe in euros or whether they wish to stick 

with sterling.  Would you welcome that?  Is it a good move?  Is it something that you think 

they will benefit from, or the reverse, and how would you see that response if it applies in this 

country?  

Professor Buckwell:  I think the exchange rate risk from the fact that these supports are 

denominated in Europe is not new, because the previous payments were denominated in euros 

too.  Managing that exchange rate risk is an important part of what farm businesses have to 

do.  If they have the option of receiving the payments in euros and have a euro account and 

make purchases in euros, that makes a lot of sense.  We would have certainly thought that is a 

flexibility that should be available to those who can benefit from it.  I was not aware that the 

Scots were further ahead than us in England.  If that is the case, we have got some catching 

up to do.   
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Q68  Earl Peel:  I mentioned earlier, when we were discussing these issues with the NFU, 

that there are quite a number of critical comments about the reform of the CAP.  One such 

comment goes: a Single Farm Payment Scheme means that most farmers will continue to 

receive more or less the same subsidy for being farmers.  In other words, business as usual.  

What I am keen to try and get at is whether or not you feel that under Pillar 1, which has, of 

course, the cross-compliance conditions attached to it, these are going to deliver in 

environmental terms and whether the tax-payer is getting value for money?  

Mr Thomasin-Foster:  If I may start.  First of all, you may have seen recently that Barclays 

Bank have done a survey which suggests that two-thirds of farmers will continue to treat the 

decoupled payment as part of their farm income, so there is still quite a lot of catching up to 

do on the opportunities that are available to those farmers, and the way that the Single Farm 

Payment gives them the opportunities and the breadth of opportunity in the future. I actually 

believe that one of the things that needs to come forward is cross-compliance which is seen to 

be doing something for the environment and is seen by the general public to be doing 

something for our landscape, not only just in wildlife terms, but in other ways too – it may be 

climate change, it may be on climate change mitigation, it may be on water, it may be on 

flooding.  There are a whole host of things that can come in there, not only on 

cross-compliance, but in the entry level on the high-level schemes, so we have an awful lot of 

publicity to take forward to make certain that those payments are, indeed, to be seen by the 

general public to be of the value that they should be and are.  

Q69  Earl Peel:  Are you suggesting, therefore, that the level of payments being received at 

the moment under the Single Farm Payment Scheme are not really justified in terms of what 

the farmer is having to do with the environment?  

Mr Thomasin-Foster:  I believe they are, absolutely, but, Allan may wish to say something. 
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Professor Buckwell:  It is our belief that the total quantum of public environmental services 

and landscape management services, resource protection services, delivered by farmers and 

landowners is, as a debating point, roughly the sort of flows of public expenditure that is 

being made to pay for them.  That said, the schemes to actually arrange that delivery patently 

are not targeted directly to the delivery and the achievement of those environmental services, 

particularly the Pillar 1.  We have described this process of creating direct payments, 

decoupling them, shifting resources from Pillar 1 to Pillar 2 as the direction that the policy 

had to move in.  We have been saying that for a decade now within the CLA.  We are a long 

way from achieving that, and all the while the majority of the payments are in Pillar 1 and not 

Pillar 2 our view is that those Pillar 1 payments are environmental payments in waiting and 

that cross-compliance is an important step in a sense changing the attitudes and mindsets of 

all concerned - farmers, managers and the public - to this change in direction.  Having said 

that, we recognise that that story I have just told is not shared to the same extent across 

Europe, which is part of the problem. 

Q70  Chairman:  I am not certain I totally understand this cross-compliance point.  If, in 

fact, the small farmer decides to take his single farm payment but leave all his 100 or 

200 acres set aside where there may be some better butterflies and a few pheasants but not 

much else, is that going to make the average farmer who does that very unpopular?  

Professor Buckwell:  If he produces more bio-diversity, no. I would have thought the 

opposite, that it will make the industry less criticised, or give less cause for criticism to the 

industry; but if the instrument of a single payment which is tied to essentially not terribly 

demanding requirements beyond the existing environmental law, if there is not a process of 

making them targeted so it is more obvious that that is what they are for, then I think it will be 

discredited.  
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Q71  Lord Plumb:  I am sure, through your efforts around the country, landowners are 

beginning to understand what cross-compliance is about and realise the moves that are 

bringing about some pretty radical changes, but what impact do you think this will have on 

output in the United Kingdom from the decoupling which is now agreed?  May say ask also 

what effect do you think this will have particularly on the Single Farm Payment, taking Pillar 

1?  What impact do you think this is going to have on the future land and tenant agreements? 

I know that there are some problems here basing, of course, the payment on the 2002 

production.  One hears of the problems, but what problems do you see in particular and would 

you like to outline them in terms of financial support?    

Professor Buckwell:  On output, in a sense this is anybody's guess.  There have been a lot of 

studies of the potential output effects, production effects of decoupling across Europe.  The 

analysis depends enormously on how you do it and what assumption you make.  Do you 

include the trade liberalisation as well or not.  Some results that were presented to the 

Agricultural Economics Society last week in London said grains outputs are to fall by 

between point five and one per cent, i.e. not very much, sheep outputs to fall nine per cent.   

Q72  Chairman:  Who produced these figures?  

Professor Buckwell:  These were produced by a team from the Universities of Belfast and 

Missouri using the FAPRI model. 

Q73  Chairman:  Perhaps you could send a written copy of it.  

Professor Buckwell:  I am happy to do that.  I do not pick this study out because it is better 

than anybody else; it is just a recent one.  A nine per cent fall in sheep production, an eight 

per cent fall in beef production, dairy production has hardly changed at all.  That was just 

taking account of the Fischler reforms, the decoupling as implemented differentially across 

the Member States.  There were quite different results, and interestingly different results if 
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you add assumptions about trade liberalisation as well.  In fact, most of those changes were 

less than the ones that I have just given.  In a sense, Lord Plumb, the answer is almost what 

you would like it to be, because, to be honest, a lot of these analyses, the outcomes, are not 

much more than the assumptions about the effect of decoupling.  

Q74  Lord Plumb:  Could I ask whether you would agree with those figures, particularly on 

sheep? 

Professor Buckwell:  I have nothing better, and I am astonished that I hear plenty of our 

members who will say, "We are not going to produce a single lamb in future", which says 

there will be a much bigger effect, but then others, as Mark Thomasin-Foster has said, who 

have not woken up to decoupling yet.  

Q75  Lord Haskins:  Would you not agree that the changes to currency would have a much 

more significant impact on the output than all these reforms would have?  

Professor Buckwell:  That is the history of the last decade. 

Q76  Chairman: That is why they want payment in Euros. 

Mr Thomasin-Foster: Can I come back to Lord Plumb’s land tenure question? With the 

background that the average age of the farmer is nearly 60 and 40 per cent have no successor, 

then I would suggest to you that there will be tenure changes brought about by this; some will 

decide this is the time to move on, and therefore tenure changes, ownership changes and 

business changes will come. It will take time, there is no doubt about that, because people will 

see what is around the corner and begin to form or reform their businesses back. I am sure 

you are aware that the CLA has been very quick to urge tenants and landlords to get together 

to decide what is actually happening on these very payments and how claims are made. It has 

to be on a one to one basis and we keep on urging them to do that. Time is running out. 
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Professor Buckwell: My Lord Chairman, can I just add to that? 

Q77  Chairman: Yes, Professor Buckwell. 

Professor Buckwell: The 10 month rule might have unanticipated, undesirable effects. 

Q78  Chairman: This is the period you have to hold cattle on your land. 

Professor Buckwell: In order to be a successful applicant for payments you have to have land 

at your disposal for at least ten months. What that says is that anybody transacting land during 

the year, part of a holding, will certainly have to forego payments for a year; farmers have not 

worked out how they are going to handle this aspect yet and the same thing might mean that it 

retards necessary restructuring until we find out how to do it without avoiding loss of 

payments. 

Chairman: Thank you. Lord Lewis. 

Q79  Lord Lewis of Newnham: Can I ask a specific question about reforms of the sugar 

industry that I think are anticipated? What are the implications for the EU budgets if 

substantive reforms do not take place? 

Professor Buckwell: If reforms to sugar do not take place? Crumbs, I was not expecting that 

one, my Lord, because we are assuming they will take place. 

Q80  Lord Lewis of Newnham: Take both situations then. 

Professor Buckwell: Essentially, on commodity issues, we defer to our partners in the NFU 

so we would not seek to take a different line from the NFU on this, but our understanding is 

that the proposed sugar reforms are built into the existing budget projections and they would 

be accommodated by that. Because I presume the budget cost of the sugar regime rises 

through reform – because generally speaking that has been the pattern as Martin Howarth was 

saying for the last decade, you move away from price supports by giving direct payments – it 
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increases the budget and reduces total economic distortions and costs, that is why you do it. 

The budget rise has therefore been, in a sense, included within the Commission’s projections 

and their financial perspective; if the reform is not done then I assume you would actually 

save a little bit of money, but I am not confident about that. 

Chairman: Lord Plumb. 

Q81  Lord Plumb: I wonder if I could ask Mr Thomasin-Foster, as president of the European 

Landowners Organisation, whether he would favour the introduction of the same scheme in 

this country for young farmers that they have in France, in other words a £25,000 grant to 

help them get started if they are under 40 – that is going to British young farmers who are 

going over to France anyway – and a retirement scheme for those who are over 65 for ten 

years at £10,000 a year? Is that the sort of thing we ought to be applying here, or how do we 

compare? 

Mr Thomasin-Foster: We looked at this in the CLA quite often, and actually rather jealously 

looked at it, and thought that this is a possibility we should be offering our industry. However, 

any money that goes to those schemes will come off other schemes and other issues, so it is a 

very difficult one to make a judgment on. Having said that, as I said a minute ago, the age of 

our industry is too high, we need young people back in, we need a vibrant industry and that 

needs some young blood. I have not answered your question but there is a degree of jealousy, 

looking across to our neighbours. 

Chairman: That does not surprise me. Lord Haskins. 

Q82  Lord Haskins: As you know, the three large Member States – France, Germany and the 

United Kingdom – have firmly said that the budget must not rise and that the figure must be at 

one per cent, number one; number two, on CAP reform, they have the mechanism through the 

single payment to apply what they call Financial disciplines, which assumes that the people 
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who designed the CAP reform think that the budget is going to come under some pressure. I 

presume we all believe that, with Romania and Bulgaria coming in and other factors. 

Assuming the financial discipline is applied, i.e. a reduction in the single payment, and 

assuming also that that might be applied to bias in favour of smaller rather than larger farmers 

– I know what your answer will be but I would still like to hear it. 

Professor Buckwell: What do we think of that? 

Q83  Lord Haskins: Yes. 

Professor Buckwell: As we said in our written evidence, our view is that the position of the 

one per cent club – and let us focus on the one that we live in, the UK – is that they are 

seeking mutually incompatible objectives. They want to keep the budget to one per cent, they 

want to retain the budget rebate and they want to increase rural development. That has been 

the direction of reform and, in our view, those three things are not mutually compatible, one 

of those will have to give and our view is we would like it to be the one per cent that gives 

and that the outcome is closer to what the Commission proposed, because in our view it is 

absolutely amazing that an enlarged European Union with larger ambitions as to what it deals 

with could be achieved within this incredibly small total budget expenditure. In terms of the 

mechanism of financial discipline, the current regulation does not include within financial 

discipline any modulation – i.e. using that word with its correct meaning, any differentiation 

in payment cuts by size – and in our view neither should it. If you like I will say why. 

Q84  Lord Haskins: Yes. 

Professor Buckwell: Because in our view the logic of payments is and increasingly will and 

should be payments for the delivery of public environmental services, and there is therefore 

no logic in having thresholds in those payments. If you are a big deliverer of public 

environmental services then there is no logic in having an artificial decision that you cannot 
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have more than a certain amount. Any supplier of goods from the private sector is paid 

according to the volume of the goods that he delivers, so, in a sense, provided that that is the 

case and is accepted to be the case, that removes any logic in having these artificial 

thresholds, unless you felt that the costs of delivery varied by the volume, but that is not the 

basis upon which any modulation that we have seen has been suggested. 

Q85  Lord Haskins: Do you really think that there is a change, is this not just a subsidy 

under another name? 

Professor Buckwell: Oh yes, we really do, because we are completely convinced that land 

managers do provide these public benefits. We can argue – and will do – about the precise 

value of them and the quantum of them and, to put it another way, if you cut the direct 

payments for example and just said we are paying for the environmental services in Pillar 2 so 

we can cut the rest, even if it was over a period, you would see a terrific diminution in the 

supply of those services and the British public would be howling is our strong belief. 

Chairman: The Countess of Mar. 

Q86  Countess of Mar: You have mentioned that there are public benefits; how do you 

envisage that these will be measured? For example, a small farmer can be very conscious of 

the environmental factors and a large farmer may be just a dairy body or something like that. 

How is one going to be measured against the other? 

Professor Buckwell: You are absolutely right to say that we have to be much more overt 

about defining what these environmental services are and, in a sense, relating the payments to 

their delivery. I do not believe that there is a tremendous difference, a systematic difference, 

between whether it is large farmers or small farmers, but the point is that there should be a 

connection. I think that in the last decade we have learned a lot about this. There has been a 

huge amount learned about biodiversity and the habitat and landscape effects of different 
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farming systems and the value of that, and there is an industry out there to do research on 

valuing these environmental services. That is not to say that we have not got a long way to go 

to decide on the amount of payments and the payment rates to bring about these 

environmental outcomes, but I think we are learning fast how to do that. 

Q87  Countess of Mar: You have just said there is an industry building up. I envisage an 

army of bureaucrats going around farms with clipboards and things. That is going to be a cost 

against the CAP, is it not? 

Mr Thomasin-Foster: One of the intentions of the new CAP reform is to try and simplify it, 

and one of the important things is that it is not only simplification at a Brussels level or even a 

national level, there is simplification both in our Rural Development Regulations and all the 

other regulations at farm level so that delivery can be achieved. One does fear the quantity of 

bureaucrats that could be there pursuing regulation, it is delivery on the ground that we want. 

Countess of Mar: Precisely. 

Q88  Lord Haskins: This is reality: we received our documents from Defra this weekend and 

they are that high. The die is already cast, the bureaucracy is not going to happen, it has 

happened. 

Mr Thomasin-Foster: The German farmer or his representative tells me that he can spend 

seven hours a week on paperwork. 

Lord Lewis of Newnham: That is not surprising. 

Chairman: One of my colleagues here told me that he has had someone around measuring 

the size of the puddles on his farm. We had better move on. Lord Livsey. 

Q89  Lord Livsey of Talgarth: Thank you very much, my Lord Chairman, I apologise that I 

cannot be here all the time due to other commitments. If the group of net contributors get their 
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way and a one per cent GNI cap is placed on the EU budget, will cuts have to be made to the 

agricultural budget? If so are they likely to come from Pillar 1 or Rural Development? I notice 

in the third paragraph of your evidence that you had a go at estimating what the cuts would 

be; I wondered what the basis of that is and whether you feel that it is going to be 

unsustainable for the Rural Development part of the budget to take the whole hit, if there was 

a cut of that kind? 

Professor Buckwell: My Lord, yes. The basis of the calculation is extremely simple, that the 

12 per cent just is the ratio of 1.14 reduced down to one per cent, and then simply you pose 

the question in fact does that apply to all the headings in the budget and the proposed budget 

or does it apply differentially? Do we maintain the heading 2A, the market support and direct 

payments, parts of the budget, and if they are maintained on the basis of the Brussels Council 

then you have to cut, as a matter of simple arithmetic, all of the other headings, we estimate, 

by something in the region of 17 per cent. I realise that this is an over-simplistic calculation 

because you are talking about profiles of expenditure over seven or eight years that do not go 

on at the same rate, but the very clear message is that the agriculture policy as currently 

envisaged could not survive, in our view, the outcome that the budget is only one per cent. As 

we heard from the NFU – which seemed to me a perfectly good description of the reality – 

having agreed this Brussels Council only two years ago it would be very odd if we scrapped it 

before it has even had any impact, so that does suggest that it is Rural Development that 

would suffer. Given that the whole logic of reform over the last few years has been to move 

away from market support to these payments for public good and dealing with the market 

failures in Rural Development, it would seem to me an incredible backwards step to now kill 

that move before it had really got going. 
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Q90  Lord Livsey of Talgarth: Do you think in your judgement as an organisation that the 

2002 agreement will be honoured or will the countries that are pressing for one per cent get 

their way? 

Professor Buckwell: I suspect the answer will be even more muddled and messy. It will be a 

mixture of changes in co-financing rates, some adjustment to the ceiling and whether Bulgaria 

and Romania are included, it will have at least five elements into it, only three people in 

Europe will understand what it is and it will take us a while to sort that out – because this is 

the way Europe works. It has to find agreement amongst different and competing interests. 

Q91  Chairman: It will keep you in a job!  

Mr Thomasin-Foster: I think it will be the compromise that creeps in. 

Q92  Earl Peel: Leading on from that, I accept that you have partially answered the first part 

of my question, what is the impact on your members if Rural Development funding is cut – 

and that is dependent on the level of the cuts, I suppose – and, leading on, what are the Rural 

Development priorities for your members? 

Professor Buckwell: It is easy to answer both of those. In England and Wales the stewardship 

payments take up the vast bulk of Rural Development expenditure. If that is cut then it will 

simply be that new applicants to go into those schemes will not be able to be accepted and 

you might even get to the situation where five and ten year contracts that have already been 

entered into in good faith cannot be honoured. That last outcome is absolutely untenable, how 

would you get farmers to trust the Government ever again if they went back on contracts that 

are already signed for delivering environment? It would be utterly crazy and you would have 

the farming organisations and the green organisations making a very big noise about that. So 

the scope to cut what we are currently doing is not very great except in the areas, as Carmen 

Suarez was describing, that we will say are pretty important – diversifying the rural economy 



33 

and improving marketing and quality and encouraging regionality and locality production. To 

not have measures under those headings would again be going back on all of the rhetoric and 

the arguments we have been developing for the past few years. That is why we put this in 

fairly strong terms. 

Q93  Earl Peel: But despite your natural enthusiasm for an increase in Pillar 2 funding I do 

not imagine that most of your members would appreciate a cut in Pillar 1 funding because 

Pillar 1 funding produces a continuity and security to the year 2013 which I would have 

thought would be largely benefiting them. 

Professor Buckwell: This is a true statement, and of course if you offer people a choice, 

would you like to have an annual payment that is just related to the amount of land you are 

farming or would you like to enter into quite a sophisticated and complex scheme to deliver 

biodiversity, landscape, resource protection and so on, then the first route of course is easiest, 

so human nature being what it is of course the members would prefer pillar 1 payments.--- 

Q94  Earl Peel: It is also secure and not a lottery. As far as I see it with Pillar 2 there is a 

degree of chance as to whether you can buy into the schemes or not, but with Pillar 1 you 

know what you are going to get to the year 2013. 

Professor Buckwell: Which is why the New Entry Stewardship Scheme is so important, to 

establish the principle of a non-competitive entry, wide application scheme to deliver tangible 

environmental benefits. Therefore, if that was threatened by these decisions on the budget this 

would seem to be a very backward step. 

Chairman: I will ask Lord Christopher, I think he would like to follow up. 

Q95  Lord Christopher: In a sense I think you have substantially answered the question, so I 

will be brief in asking it. Would it make any sense at all – what would your feelings be – if, 
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putting it very simply, the Pillar 2 money went into the other structural cohesion funds which 

might, I suppose, enhance the area of rural regeneration? 

Professor Buckwell: Crumbs. It is not difficult to see that there is a legitimate argument to 

say that the point of having a common European budget can be, in a sense, to bring up the 

poorest areas of Europe, i.e. cohesion, and to use structural funds for that. However, our 

understanding is that the debate about the Rural Development Regulation was not primarily 

concerned with that, it was primarily concerned with dealing with the market failure of rural 

areas concerning environmental delivery and so on. Therefore, to switch from those 

objectives to cohesion objectives – which would certainly mean that it would be very hard to 

make the case for many parts of the British Isles getting assistance – would be again a 

rewriting of what we thought had been the debate over the last few years, so we would be 

unhappy about that. In other words, the cohesion issue is one that in a sense is not within the 

remit of us as a landowner organisation, it is a much broader issue, and should be fought with 

on that plane. 

Q96  Chairman: Do you think, therefore, that the measures under the financial perspectives 

that the Commission is proposing to consolidate a number of sources of funding into the 

European Agricultural Guarantee Fund and a European Agricultural Fund for Rural 

Development are a step forward, in your judgment, or not? What are the proposed measures 

to improve audit and what do you think of the audit controls, are those adequate? 

Professor Buckwell: To take the first one on the consolidation of the budgets; it is the main 

idea which came out off the Strasbourg Rural Development Conference that Fischler held 

only a year ago, where simplification was the great gain. When we looked at what the 

simplification was, it was a simplification to do with the administration of the schemes, how 

many pots the money was held in and what the rules were for using that money – which very 

few people in Europe ever understood, so if it was going to be simplified it would be fairly 
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hard to argue against it because we are all in favour of that. In terms of our members on the 

ground, however, getting access to public schemes to develop the quality or whatever it is, 

there is still a huge question there as to whether at that level  there is any simplification at all. 

So the streamlining of the budgets we felt was a sensible thing because if it meant that civil 

servants were not getting lost in those problems but were actually focusing on what was 

happening on the ground, that was a very good idea. We are concerned a bit about the funding 

of certain aspects of the environment like Natura 2000 areas across Europe and whether the 

funding for that has been lost in this simplification, but on the audit, to be honest, I am not 

sure we have got anything much to add on the audit question. 

Mr Thomasin-Foster: No. 

Chairman: Very well, we will move on finally to Doha and WTO and I know Baroness 

Maddock would like to ask you a question or two on that subject. 

Q97  Baroness Maddock: Yes. In your submission to us you talk about Doha in paragraph 

15 and you say that you would not really expect any fundamental changes to the basis of the 

Common Agricultural Policy as a result of negotiations at Doha and with the WTO. I wonder 

if you could enlarge a little on that. Secondly, I wanted to ask about the CAP budget, and 

again you say you do not think that the operability of the Common Agricultural Policy or its 

budget cost is threatened, but would you see any possibility that this would give an 

opportunity for a reduction in the Common Agricultural Policy budget? 

Professor Buckwell: If we take each of those in turn, in relation to Doha our argument has 

been – and in fact we agree exactly with the way in which Martin Haworth put it a little while 

back, so I will not repeat those arguments – that the way that Europe, because of the 

complexities of reaching agreements in Europe, has to enter these international negotiations 

on agriculture we should first agree our domestic reforms – which is essentially what 

Commissioner Fischler has achieved in the last two years, at least the structure of those 
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reforms – which then defines the negotiating mandate, up to which the trade negotiators can 

now go and not beyond which they have very little leeway to go because they have no way of 

delivering it. Therefore, on that basis we assume that the decoupling of payments was a key 

step and we are now arguing about the details of the speed and the extent of reductions in 

assistance to exports and the extent of any market access change. If more has to be given 

away on those, particularly on market access, then the Commission in a sense anticipates this, 

and whether it has a price-reducing effect within Europe. One supposes that that would 

impact on the CAP because it will simply mean that intervention prices are either reduced or 

eliminated, because there cannot be any impact on the EU budget because the EU budget 

cannot operate in deficit. In that sense the mechanisms are such that our understanding is that 

what Europe has done on its domestic policy defines what is achievable in Doha, and then to 

the extent that that impacts on running the CAP it will have to be managed by a combination 

of financial discipline – reducing the payments in EU-15 essentially – to provide for any 

additional expenditures, or cutting the support levels. The impact will therefore be on the 

economics of producing within Europe, which will deteriorate if a lot more is given away in 

Doha. 

Baroness Maddock: That is a very helpful clarification, thank you. 

Q98  Chairman: Thank you very much. Could I just ask a final question of you, Mr 

Thomasin-Foster? Wearing your hat as the president of the European Landowners’ 

Organisation do you get the feeling that your colleagues, farmers in continental Europe, will 

be basically making the same noises, the same statements and applying the same political 

pressure as you are doing in England, or is there any change in emphasis in the continent that 

you would like to draw our attention to? We are an EU Committee and we are talking about 

the future of EU financing. 
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Mr Thomasin-Foster: I think it is worth just making the point that COPA does take the 

commodity issue across Europe and, of course, the European Landowners’ are dealing with 

the CLA issues across Europe. The papers that you have seen are from both the CLA and the 

ELO and  have been shared across Europe, across the 50 ELO member associations --- 

Q99  Chairman: There are 50 members, did you say? 

Mr Thomasin-Foster: There are 50 associations who come together to form the federation, 

which is what the European Landowners’ Organisation is. Those papers have been shared and 

they were debated last week in Brussels and they were fully accepted, so the messages that 

you are hearing from us are not dissented from by the other organisations. I think you asked 

what is one of the most significant concerns that comes forward from other Member States 

and Allan Buckwell a minute ago mentioned it; that is the funding of Natura 2000. In this 

country you will know that English Nature and the other agencies are funded direct from the 

Treasury to provide protection for the SAC and the SPA areas, and of course behind those the 

SSSI series. That is not the case in the majority of the rest of Europe, and considerable 

funding is going to be needed to actually put in place and manage positively those particular 

sites. When you look to this country, which I think has about eight per cent of its land area in 

a Natura 2000 designation, and you then move to Spain, Spain has 30 per cent of its area 

under Natura 2000 designation. England, Wales and Scotland are very, very small compared 

to the other Member States so the demand that is going to come forward for funding for those 

particular sites, under Axis 2 of the RDR, is going to challenge that budget considerably. I am 

sure you, I and all of us would agree that where we have these valuable sites we want to see 

positive management to keep them in being and enhance them, and that is something which 

has to be done with funding to make it worthwhile. 



38 

Q100  Chairman: What you are saying in fact is that this is going to be another substantial 

demand on the CAP budget. 

Mr Thomasin-Foster: Yes. We have been working out figures, which I can share with you, 

though not perhaps now. 

Q101  Chairman: We would be delighted to see them in writing; that would be very kind. 

We hope to visit Brussels in the early part of March. Is there any one of your colleagues there 

who you think it would be particularly worthwhile us trying to have an hour with? 

Mr Thomasin-Foster: I would be delighted if you had an hour with the Secretary-General, 

Thierry de L’Escaille, whose office is in Brussels, 200 yards from DG Agri, so no difficulty 

for you to get there. One of the things that he would bring forward to you I am sure, Lord 

Chairman, is this problem of the Natura 2000 funding under the RDR. 

Chairman: Thank you very much, I will ask our Clerk to follow that up. Thank you very 

much for the time that you and Professor Buckwell have given us today. It has been very 

interesting indeed, thank you for the frankness with which you answered our questions. 


