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Introduction

The Irish farm sector is facing a very uncertain future given the changes in the CAP policy, the WTO negotiations, the widening gap between farmers and non-farmers income, the price-cost squeeze in farming and the new environment regulations that could have very serious implications for many farmers.   These are the key issues facing farmers today and will also determine the structure of farming in 2015.   

In this Submission, ICMSA outlines its key concerns regarding the implementation of the Nitrates Directive and the Mid-Term Review Agreement.   These two issues will have a serious impact on the shape of farming in 2015.   Thus, the Agri-Vision 2015 Committee has a major responsibility to bring forward recommendations to ensure that farmers incomes and living standards are improved and not hampered by these two issues.   

The Nitrates Directive

Under EU Law, the Government is required to implement the Nitrates Directive.   This represents a major threat to Irish farmers if implemented incorrectly.   The Nitrates Directive will be agreed in 2004 but will have a direct impact on farming practices up to 2015.   ICMSA is seriously concerned at the approach adopted by Government on the implementation of the Nitrates Directive, attacking in particular full-time intensive farmers, a group of farmers whose future is particularly under threat.   ICMSA estimates that 12,000 farmers would have to reduce stock numbers under the Government’s current proposals and the cost of additional winter slurry storage could reach €1.6 billion.   If implemented incorrectly, the Nitrates Directive will have disastrous consequences for Irish farming. 
ICMSA and Irish farmers are fully committed to the protection of Ireland’s environment.  However, farmers are very concerned at the extent and implications of the above Directive and many issues must be addressed to protect the future income prospects of Irish farmers.   ICMSA believes that if the Directive is implemented correctly, its impact on the farming community can be minimised.

(a)  Designation of Nitrate Vulnerable Zones:
Water quality in Ireland is improving as evidenced by recent EPA reports.   ICMSA’s policy is that only areas with an identified nitrates problem should be designated.  It is not acceptable that rules and regulations would be placed permanently on farmers where there is no identified Nitrates problem.   ICMSA estimates that less than 30 percent of Ireland would fall within NVZs meaning that 70 percent of the country would not have a stocking density restriction, as there is no Nitrates problem in these areas.   This would ensure that the incomes of farmers in at least 70 percent of the country would not be cut by unnecessary stocking density restrictions.

For the farmers who farm in the NVZ areas, ICMSA is proposing that a derogation should be negotiated at EU level to allow these farmers to farm at a level up to 250kgs/ha of N.

ICMSA Proposals:

- The Government should adopt an NVZ approach to the Nitrates Directive.   Only areas with an identified problem should be designated.

- A derogation for farmers in the NVZ areas should be negotiated to allow these farmers to farm up to 250kgs/ha of N.

(b)  Rules on slurry storage and spreading:

The draft action programme to implement the Nitrates Directive in Ireland will place a huge financial burden on all farmers in terms of the additional slurry storage requirements that it demands.   This varies between 16 and 24 weeks storage throughout the country.   ICMSA believes that this level of storage is unnecessary and farmers will simply not be able to carry this extra cost.

The rule for a close period for slurry spreading is illogical.   Irish weather does not follow the calendar so calendar based restrictions make no sense.   The draft action programme proposes a 15-week close period between 1 October and 15 January that is too long.   These rules need to be more flexible to take account of climatic conditions.   

ICMSA Proposals

- The 15-week close period should be reduced to 8 weeks with flexibility to take account of weather conditions. 

- The winter storage period should be adjusted in line with the reduced slurry spreading close period.   

(c)
Support:
The implementation of the Nitrates Directive will have very serious implications for farmers.   Unless proper supports are put in place, thousands of farmers will be forced out of business and Ireland will have lost a valuable resource for the Agriculture sector in 2015.  This is the reality that must be faced.  ICMSA welcomes the improved grants schemes introduced in January 2004 and the proposed improvements in REPS.   However, further improvements are required.   

In the past, the Government has stated that it cannot support certain initiatives due to EU state aid rules.   However, the recent EU legislative change provides for exemptions from EU rules for small and medium enterprises involved in production, processing and marketing of farm produce.   Indeed, it is worth noting that the French have recently announced grant aid for environmental measures up to 75 percent of the total costs incurred.   Given this development, the Government should re-examine its position regarding higher levels of aid.   Increased support will be required for the farm sector up to 2015 given the challenges that are facing the sector.   With regard to the specific supports available, ICMSA makes the following proposals:

ICMSA Proposals on The Farm Waste Management:

- Adequate Funding:

- A Government commitment is required that sufficient funding will be made available to meet the needs of all farmers.

- Increase Grant Rate:

- ICMSA is proposing that the grant rate should be increased to 60 percent for all farmers.

ICMSA Proposals on The REPS Scheme

- The REPS Scheme for Intensive Farmers agreed between ICMSA and the      Department should be implemented.  

- The rates proposed for the basic and intensive REPS should be adjusted in line with  inflation to take account of increasing costs.  
ICMSA Proposals On The Taxation Treatment of Pollution Control Investment

- ICMSA is proposing 120% free depreciation.  With ever increasing environment and animal welfare requirements being imposed on farmers, the Irish farming sector faces increased ongoing investment.  ICMSA believes that expenditure on pollution control structures should attract an additional investment allowance of 20 percent.  This allowance could be subject to a limit of £10,000 per farm.

Commercial farming and an unpolluted environment can co-exist successfully.  ICMSA believes that major improvements have taken place and further improvements can be achieved if the supports are implemented as proposed by ICMSA.

The Implications of the Mid-Term Review Agreement

The outcome of the Mid-Term Review Agreement and the decision of the Minister for Agriculture and Food to opt for full decoupling will have far-reaching consequences for all Irish farmers, some positive but also some negative.   The serious negatives are the serious reduction in milk price supports with only 55 percent compensation and secondly, given the nature of beef production in Ireland, calf and weanling producers will face considerable losses under full decoupling.   These problems are acknowledged by the Department of Agriculture and Food and Teagasc but to date, the Government have not addressed these two serious issues.   

There are many aspects of the Mid-Term Review Agreement that are of concern to ICMSA in particular the following:

(a)  Milk Price:

The price of milk has fallen consistently since September 2001 and this is having serious repercussions for dairy farmers.   The Mid-Term Review Agreement and enlargement are likely to put further downward pressure on milk price supports.   Indeed, FAPRI have projected that milk price will fall by over 18 percent up to 2012.   This is not a sustainable milk price for farmers.   However, through the effective use of price supports and tariffs, ICMSA believes that milk prices can be maintained as any further reduction in milk price would totally undermine the family farm model.   

ICMSA is concerned regarding the current direction of policy at EU Commission level in particular the introduction of tendering for dairy export refunds and the management of enlargement.   To prevent a further reduction in milk price and to generate a sustainable milk price in 2015, it is absolutely essential that clear political direction is given to the EU Commission to ensure that milk price does not fall in line with the reductions in milk price supports and is protected from the instability of the world market.

ICMSA Proposals:

- Price Supports:
- The EU Commission must manage the market above the intervention price level through the effective use of export refunds, import barriers and internal aids up to 2015.

- Intervention

- Where the intervention ceilings are exceeded, the EU Commission should maintain the price at 100 percent of the intervention price when tendering is introduced.

- Future Reforms of CAP:

- Any future reforms of CAP must provide for 100 percent compensation for any reduction in milk price supports.

(b) The Calf And Weanling Issue Post Decoupling:

Under the current system of direct payments, many dairy and suckler farmers sold the progeny of their breeding herds as calves or weanlings without drawing a premium on these animals.   However, the farmer in question got the benefits of the premium through the market price, i.e., the buyer of the calf or weanling paid for part of the premium direct payment in the market price.   This is a fact.

Under full decoupling, this animal will have no premium attached and thus the price of this animal will fall, given that currently, a male calf has a premium potential of €540.   The profitability of the system of production followed by these farmers relied to a large extent on receiving the premium benefit in the market price of his/her young stock.    Under decoupling, the farmer will lose this benefit in full with very severe consequences for his/her income and will make his/her system of production unprofitable or less profitable.   This is the reality.

These are very real losses that will be suffered by farm families through no fault of their own.   ICMSA estimates that up to 600,000 calves and weanlings are traded annually without having drawn a premium.   The farmers who sold these stock stand to lose under full decoupling.    In order to provide an adequate level of compensation, ICMSA estimates that over €80m will be required to address the losses of calf and weanling producers.

ICMSA has carried out an analysis of the potential losses based on Department of Agriculture and Food data.   The analysis clearly shows the price differential between cattle with all premium drawn and cattle that have premium available.   If you take for example, a farmer selling 20 male weanlings with all premium available, his/her loss will be in excess of €3,000 per annum under full decoupling.   There is no way that a buyer will pay the same amount for a calf with €540 premium potential and a calf with no premiums attached.   The market will simply not make good these losses for the farmer.   ICMSA totally rejects the theory that the marketplace will recover the losses suffered by these farmers.   A policy response is required from the Minister for Agriculture and Food to address this issue.

Given that the Minister for Agriculture and Food opted for full decoupling, the Minister now has only two policy instruments available to him to address this very serious problem.   They are the National Reserve and Modulation funds.   It is ICMSA’s view that the funds available must be used to compensate the calf and weanling producer for their losses.

ICMSA Proposals:

- The National Reserve:

- It is important that the National Reserve should be allowed to address the losses suffered by calf and weanling producers.   These farmers can be included as a priority category for allocations from the National Reserve subject to the approval of the Minister for Agriculture and Food.

ICMSA believes that calf and weanling producers should be a priority category for the National Reserve and that the payment entitlements of calf and weanling producers should be topped up to take account of the reduction in calf and weanling prices.

- Modulation Funds:

- Under modulation, it is estimated that there will be €32m available for distribution under rural development measures.   ICMSA believes that these funds must be utilised to protect the future income position of the calf and weanling producers outlined above.   ICMSA believes that the EU Commission implementing rules must allow the necessary flexibility to implement a targeted scheme for these farmers.

(c) Milk Quota Policy:

Milk quota policy must take account of the support price reductions under the Mid-Term Review and the decoupling of the dairy premium from 31 March 2005.   The objective of channelling milk quota into the hands of active milk producers at a reasonable cost must continue.   In this regard, the price of milk quota in 2005 and future years is important.   ICMSA’s position is that the price of milk quota should be based on the economics of milk production.   ICMSA commissioned Professor Gerry Boyle to carry out an analysis on the price of quota post decoupling.   His conclusion is that the price of milk quota in 2005 should be 70c/gallon and the price should fall by 7c/gallon in each subsequent year.

ICMSA Proposal:
- The price of milk quota should fall to 70c/gallon in 2005 and by 7c/gallon in each subsequent year to take account of the Mid-Term Review Agreement.
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