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Presentation Notes
President, distinguished guests & esteemed colleagues, it is a significant honour and great pleasure for me to be able to address you today on behalf of the team at the Department of Farm Economics here at SGGW.

I have been visiting Poland for over 40 years, working directly with farmers, with the extension service, with the Ministry of Agriculture and with the students of SGGW. During that time I have witnessed many changes in agriculture and their attendant impacts upon rural life at first hand.


OUTLINE
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e The Future?



Presenter
Presentation Notes
Today I have been asked to set out briefly some facts for those who may be unfamiliar with Poland; including those regional variations that are so important in understanding the process of transition. I will then outline some of the ways that Polish agriculture has adapted to the country’s precipitation into the free market and to its subsequent accession into the European Union.
Finally I would like to highlight some future challenges, particularly as these may be informed by our deliberations this week. 


AGRICULTURAL SECTOR IN

POLAND

Agricultural land [million ha] 15,5
Proportion of permanent grasslands 21,2%
Number of farms [thousands] 1558
Average farm size [ha arable land] — = 8,6
Number of employed [millions] 2,1
Number of cattle [thousands] 5761
of which: dairy cows [thousands] 2657
Number of pigs [thousands] 15278
Number of sheep [thousands] —} 268

-
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A few quick statistics.
Please note:
The large number of farms.
The relatively small size of holdings.
The importance of Pig production.
The relatively small number of sheep – mutton is not a popular meat in Poland.


AGRO-CLIMATIC CONDITIONS

Agricultural Space Valuation Index:
e soil quality

« water conditions

e agro-climate

* lie of the land (topography)

Average for Poland .

¥

66,6%(Max=10
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Poland’s suitability for agricultural production is determined by:
Soil; water; agro-climate (particularly winter temperatures); and topography.

At an average of 66.6% it represents a medium potential.


AGRO-CLIMATIC CONDITIONS

Index (max. = 100%)

<> 80.1-90% very good
<> 70.1-80% good

<> 60.1-70% medium
<> 50.1-60% poor

< < =50% very poor

(IUNG,1994) 5’
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However, as usual the average hides considerable variation.

Please note the best conditions in the South East, and the Western and South Western region, we will return to them later.


DISTRIBUTION OF FARM SIZES

2010

Size Share (number) (S;:g;e) Average size

cluster [%] o [ha]
[%]

1-5 55,3% 14,4% 2,9
5-10 22,6% 16,4% 7,1
10-20 14,4% 20,3% 13,8

20-100 7,3% 26,3% 39,3
>100 0,5% 22,7% 456,0
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As we can see, a significant proportion of the cultivatable land is farmed in relatively small holdings (at least by European standards), with over 14% of land being packaged in farms of less than 5 ha. 

However, Farm size is expanding, but there is a polarization between large and small farms.


INCOMES IN DIFFERENT FARM SIZE
CLUSTERS 2011 (EURO/HA)
(SAMPLE OF FADN FARMS)

Farm size clusters (ha)

iIncomes [%]

<5 5-10 | 10-20 | 20-30 | 30-50 | >50
Net Farm Income
(NF1) 2851 | 785 649 669 666 573
Personal Income (Pl) | 4549 |[1395| 942 836 769 623
NFI as % of PI 62,7 | 56,3 | 68,9 80,0 86,6 | 92,0
Share of social
payments in non-farm | 20,2 | 21,6 | 22,1 26,2 28,1 | 19,7

—
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Indeed, and in keeping with experience elsewhere, the smaller the farm size the smaller its contribution to nett farm income,

And, in keeping with EU policy the higher the proportion of social payments in that non-farm income.

This is also in part due to the age component of rural demography.

However, it must be acknowledged that the contribution of small farms to supporting the population during the transitional years 1982-1992 was probably quite significant.


AVERAGE FARM SIZE (>1 HA
CULTIVATABLE AREA)

® 20.0-2938

@ 15.0-19.9
{7 10.0-14.9
O 39-99
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As a consequence of the second World War Poland’s borders effectively moved Westward. Territory to the East was lost to the Ukraine and Belarus, and received from former German lands in the West and North. 

Thus we see that the larger holdings are now in those areas ceded to Poland after 1945 and where collective and state farms had been established in the 50s and 60s. 

The small farm sizes are more concentrated in the East and South where collectivization was strongly resisted by farmers who had been on their land for generations.

Part of the challenge of the West - East nature of Poland’s development lies in the contrast between the farm sizes and the Agricultural Space Valuation Index, with the West taking full advantage of its potential, and the South East being held back by the relatively small size of holdings.


PROPORTION OF HOUSEHOLDS DEPENDENT
UPON AGRICULTURE AS A MAIN SOURCE OF
INCOME [%]



Presenter
Presentation Notes
Regional variation is also manifested in the proportion of households that are dependent upon Agriculture for their livelihood.
The regions to the south are industrial Slask, to the West fewer people are employed on the larger farms.

To the South East the farms are smaller and other means of support are needed. In the North East there is only Agriculture and in the Centre the middle-sized family farms are able to provide a reasonable living on their own.


CHARACTERISTICS OF DIFFERENT
FARM SIZE CLUSTERS
(FADN DATA 2010)

Iltem Small Medium Large Mean
Farm size 15,9 54,4 138,3 19,3
Livestock density
(LU per 100 ha) 134 164 108 132
Net Value of fixed assets 14,5
(milion€) 1> 21 8,9 14,9
Fertilization (kg NPK/ha) 100 158 189 128
NFI (Euro/farm) > 8618 39234 83138 10220
Personal Income 5, 45,5 | 50330 40438 6240
(Euro/fully employed)
Farms without successor| 25% 11% 11% 21%
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All the indicators are in favour of the larger farms. 
Note NFI in relation to capital assets, and personal income.
Please note the final row. We chose this rather than the reverse because it is a more definite response. Those that think that they have a successor in place would be making greater assumptions.



POLISH AGRICULTURE’S
POSITION IN THE WORLD AND

EU IN 2007

Percentage of

Agricultural Production Foslilier
Products World EU World EU
Wheat 1,4 6,9 16 4
Rye 21,2 41 2 1
Potatoes 3,8 18,4 6 1
Sugar beet 5,1 11 6 3
Oilseed Rape 4 2 11.6 6 3
Apples 1.6 9,9 13 4
Meat 1,3 7,9 14 S
Dairy (cows only) 2.1 8,2 10 4
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The prevalence in Poland of poor and lighter soils is reflected in the importance of Rye and Potatoes, and to a lesser extent Sugar beet. 




CHANGES IN
POLISH
AGRICULTURE
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Let us now turn to some more detail on how Poland’s Agriculture has changed since the advent of the free market, and then Accession to the EU.



HORSE POWER IN POLAND
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Given the recent scandals across the EU regarding Beef turning up in Horse-meat products, I thought that the history of Horses in Poland would be instructive.

The fate of the horse has, in many ways, been a mirror image of the development of Polish agriculture.
Please also note that there are 20 times as many beef cattle as there are horses, so the likelihood that you are not eating what you think you are eating is small, though the potential for someone to make lots of money through fraud is quite high, pending improvements in food processing.

The change in mechanization represented by number of tractors and particularly by the power of tractors is also quite instructive.  
If we look at the graphs we see the end of attempts to collectivize under Gomulka and the drive for mechanization under Edward Gierek. With the advent of free market this process continued and so to the present day when the reduction in the decline in horse numbers can be in part attributed to the increase in their recreational use and the expansion of agro-tourism.
And the rapid increase in tractor power since EU accession reflects the availability of tractors and funds for such investment.



AGRICULTURE IN THE
POLISH ECONOMY

Item 1980 1990 2000 2003 2010
Agriculturalland | 144 | 188 | 178 | 162 | 155
[Million ha]
Employment in
agriculture 5,1 3,8 3,9 2,1 2,3*
[Millions]
o :
70 @ Wel e 205 | 256 | 26,2 | 16,5 | 16,5
population
Share of GDP (%) 12,8 8,3 5,0 4,4 3,5

* change of methodology in 2002 — real change'is n_
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Other changes demonstrate the decline of the relative importance of the agricultural sector in the overall economy. However, it is really a reflection of the development of other sectors, bringing Poland’s economy more in line with the European norm, than any cut back in agriculture.




AGRICULTURAL EMPLOYMENT
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As with the rest of the world, there has been and continues to be a movement of population from the countryside to the towns and cities. This is reflected in the near halving of the numbers employed in agriculture. 

Please note the rise in the 1980’s associated with Marshal Law and the general economic upheavals that accompanied the end of the Command Economy under Communism.


OWNERSHIP OF
AGRICULTURAL LAND

1990 | 1995 | 2000 | 2010
Private 75,8 92,3 | 94,0 | 96,3

Of which:

: 71,9 84,8 | 86,8 | 88,1
Family farms

Public 24,2 (7 6,0 3,7

*



Presenter
Presentation Notes
Most noteworthy is the shift of land from the public sector into private ownership with the sale of the state farms in the early nineties. 


CROPPING STRUCTURE [%]

1980 | 1990 | 1995 | 2000 | 2004 | 2010
Cereals 54,1 59,5 | 66,1 71 74,2 | 73,3
Potatoes 16,1 12,9 11,8 | 10,1 6,3 3,7
FemlelEr 18,1 14,2 8,5 7.4 7,0 8,3
Crops
Lilszes 2,2 3,5 4,7 3,5 4,8 9,0
Rape
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Again, in terms of cropping, the greatest changes have been in the decline of the area dedicated to potatoes, largely as a result of their substitution by concentrates in pig production.

Cereal areas have risen, oilseed rape increased and fodder crops declined – particularly as a result of substitution by more efficient maize production. 


YIELDS OF MAIN CROPS

1981- | 1986-

Crop 1985 1990 2000 | 2005 | 2010
LensEls 2.8 3.1 26 | a2 | 2@
average
Wheat 3,3 3,8 3,2 4.0 4.4

Rye 2.5 2.6 1,9 2.4 2.7
Potatoes 16,8 19,0 19.4 17,6 21.1

57.4
Sugar Beet 33,1 34,6 39,4 | 41,6 (2011)
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Yields have, in general, increased steadily, with the greatest improvements in Sugar beet.

Rye production has changed least because this has traditionally been sown on the poorest soils.


CONCENTRATION IN MILK
PRODUCTION

Percentage of Number of Cows

Herd size for

Dairy Cows 1-2 S-4 -9 - 10
1991 40,6 33,5 24,3 1,6
2000 34,6 21 23,5 22,9
2010 13,2 6,7 12,6 67,5
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Herd size for Dairy cattle has steadily and, I would suggest, quite dramatically, increased – representing a significant transformation of this sector.
This would also be indicated by milk quality improvements and value adding enterprises, which were themselves driving forces in these changes.


CHANGES IN MILK YIELDS

Milk yield [litres/cow]
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Here we see that milk yields per cow have recently been steadily rising but are still well below those of Western Europe.


CONCENTRATION IN PIG

PRODUCTION
Percentage Number of Pigs
Herd Size 1-4 5-19 20 - 99 > 100
1991 12,4 39,4 42 6,2
2000 3,8 19,4 46,2 30,4
2010 1,9 9,1 28,6 60,4
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Similarly with Pig enterprises, reaping the rewards of economies of scale.


NUMBER OF ECOLOGICAL FARMS
FOR THE YEARS 2003-2010

Number of Farms

25000 -

20000 -

15000 -

10000 -

5000

-
20956
d 17423
15206
'._,.f”'
12121
- 9194
7182
3760
1+ 2236
] I-fr ’
2003 2004 2005 2006 2007 2008 2009 2010
EU Subsidies
begin I Year



Presenter
Presentation Notes
An area which is a particular interest of mine – Ecological farms have increased in number, area and associated value-adding enterprises.

The advent of EU subsidies on accession provided a significant boost to this sector.


CAP AND FARM
INCOMES

"y
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Although there were many changes during the pre-accession period, 2004 remains the year of major changes in relation to the Common Agricultural Policy.



COMMON AGRICULTURAL
POLICY DEVELOPMENT
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Some brief background is important.
The focus of the policy has changed from Production per se to improved competitiveness and more recently into Sustainable Development. The latter emphasised things like bio-diversity, water quality, and more recently ecological foot prints.
But we have also seen changes in Animal Welfare regulations.
By far the biggest change has been the gradual removal of subsidies for production, and the reduction of surpluses, to be replaced by the Simplified Area Payments Scheme.


SUBSIDIES FOR POLISH
AGRICULTURE

Before accession:

e subsidies to bread quality wheat and rye for
Intervention, high quality milk;

e credits at preferential rates;

e subsidies to diesel fuel

After accession: Simplified Area Payment &%
Scheme (SAPS), LFA payments, structural
measures (e.g. investment grants, early ,
retirement scheme, young farmer scheme)
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The subsidies tended to distort the market. 

Now the payments tend to support farm households and address issues.


BENEFITS OF EU ACCESSION
AND THE CAP

= Direct Payments (growth and stabilization of
farm incomes);

= Investment Subsidies (modernization);
s Actions for Environmental Protection;

= Easier Access to Markets for Farm and N
Food Products (forced quality
Improvements)
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Direct payments have brought about stabilization of farm incomes making business planning easier.
Investment Subsidies have enabled modernization.
Regulations and schemes have brought an ecological agenda to Polish Agriculture.
Being part of the EU has opened up markets both internally to the EU and externally. However, it has also forced changes in food quality and marketing.


CAPITALIZATION (THOUSAND PLN/FARM)
(REPRESENTATIVE SAMPLE OF FADN

FARMS)

Specification

2004

2005

2006

2007

2008

2009

Assets (current
prices)

458

487

473

502

579

623

Assets (relative
to 2004 prices)

458

477

459

475

525

247

Liabilities

67.3

66.8

66.2

71.5

84.6

89.7

Proportion of
Liabilites over
Assets [%]

14.7

13.7

14.0

14.2

14.6

14.4 |
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If we look at the impact of the CAP on farm businesses we can see a steady increase in assets, both nominal and relative, as well as increases in liabilities. That the proportions of liabilities to assets has not changed is indicative of the impact of EU funds in the capitalization of Polish farms.


LAND PRICES [PLN/HA]

Price in PLN/ha
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The market for agricultural land has been slow to develop – even though in the words of Mark Twain – they aren’t making it anymore.

Clearly, the economic returns for investment in agriculture received a significant boost by accession to the EU and the payments associated with the CAP.

The impact of the most recent increases in Land prices is not such a negative development for Polish agriculture as it would be in, say, the UK, since most land is owned and not rented. Consequently farmers have not had to face simultaneous increases in rent. 
It may actually have improved the collateralization of credit, though banks are reluctant to lend against agricultural land and farmers are not eager to burden themselves with debt at the risk of losing their homesteads.  


FARM INCOMES BY FARM

SIZE CLUSTERS (FADN)
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Farm incomes have risen, with bigger farms out performing the rest until very recently when medium sized farms came to the fore.



BALANCE OF TRADE IN

AGRICULTURAL GOODS AND FOOD

Export & Import - mld Euro
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Accession to the EU has also led to an improvement in the balance of trade for Agricultural goods and food. This has in large part been due to the decline in the exchange rate PLN to Euro. This has been a trend that was briefly interrupted by the 2008 Europe wide recession.


THE FUTURE?
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So we see that Polish farmers have had to adapt very rapidly to a whole series of challenges which will continue into the forseable future.
Can we say anything about that future other than it will be different from the past?


THE 2014 CAP REFORM
GREENING

e Diversification (min. 3 crops per
holding)
- max. 70% of area; min. 5%.

5% Ecologically Focussed Area

e 95% of Permanent grassland area w3
fixed for duration.
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The latest policy coming through is Greening, which requires farms to have a minimum of 3 different crops per year; 
to set aside 5% of the land as non-cultivated area for biodiversity;
And to keep 95% of any land designated as permanent grassland as such for the duration of the initiative.


MODEL APPRAISAL OF

GREENING

Production: Share of cropping:

o Barley >9%

e Wheat >6% -0.9 p.p. of area

* Ollseed Rape >6% -0.5 p.p. of area
Farm income: -3.8% on average

Good solls -8.9%

Monocultures -13.2% )
Cereal farms -6.5%

Mixed farms -3.1%
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What will that mean for Polish farms?
According to our model this is likely to mean declines in the production of main crops and an overall average reduction in farm incomes of about 4%. Part of the reason for this is that many Polish farms already meet these criteria, with the main impact coming from the application of the Ecologically Focus area regulation.
Of course a reduction in supply of agricultural products may be offset by increases in prices, but this is by no means certain and certainly not predictable.


ANIMAL WELFARE COST/EFFECT ANALYSIS
[% OF PRICE TO COMPENSATE IMPACT OF

AW REGULATIONS]

Species

Required

Upgraded

PIGS

Increased space for sows, limitation of
slatted floors;

Upgrades: feeding with roughage, access
to outdoor run, facilities to avoid competi-
tion for feed, more light, avoidance of
castration and tail docking

10,7%

18,4%

HENS

More space/hen + enriched cages;
Upgrades: no-cage systems, more space
+outdoor run

28,0%

38,9%

Broilers, beef cattle

Dairy cows

Additional costs small

Small benefits

—
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The increasingly important issue of Animal Welfare is set to change.
Implementation of current regulations have added something like 11% to the cost of Pig production and 28% for Egg production.
If the regulations change further these figures could increase to 18% and 39% respectively.


WHAT'S IN THE PIPELINE?

 Rural Demographic Change;

* Further structural changes — concentration
of land and capital,

e Continuing Polarization of Farm Structure;

* Intensification and specialization .
of farms and regions.
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Other items on the change agenda include:
The rural demography – an aging farmer population and the general trend of urban migration. 
Further rationalization of holdings, mergers and use of structural funds to improve land and enterprises.
The increase in the size of farms at the top end and the persistence of small holdings and ‘hobby-farms’ at the lower end.
A continuation in the application of technology and capitalization amongst the commercial farms and simultaneous regional specialization.



EMERGING ISSUES

« CAP changes —which direction?

e Carbon Economy — Bioenergy
« GM Crops

* Further expansion of quality systems,
traceablity and certification schemes
for all types of production.
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Of course the CAP will constantly change under internal EU pressures of different interest groups and external pressures such as the GATT.
The continued interest in climate change, the carbon economy and bio-energy.
Resistance to the advance of gene technology and cloning represents a dilemma in the face of increasing human population worldwide.
The recent scandals over food processing, as well as marketing issues will drive quality systems, traceability and certification schemes of all types as producers and retailers seek to become more branded in the market place. 


THANK YOU FOR
YOUR
ATTENTION!
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