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Structural change: threat or possibility?

Today, 1 farmer feeds 400 city dwellers!



The land and the forest: An essay on 
changes in farming and forestry

“No other forces have had more say in 
our use of the land and our shaping of 
the landscape than the knowledge we 
possess, the technology we have 
mastered, the economics they lead to 
— and the politics which tries to handle 
them all.”
- Peter Sylwan

Sylwan, P., 2011. The land and the forest: An essay on changes in farming and forestry. In: Antonsson, H., 
Jansson, U. (Eds.), Agriculture and forestry in Sweden since 1900 -- geographical and historical studies. The 
Royal Swedish Academy of Agriculture and Forestry, Stockholm.



Do CAP payments achieve their 
objectives, as well as handle change?

1) Ensure farm incomes

2) Increase competitiveness

3) Preserve landscapes and biodiversity

4) Promote environmental care and climate action

Others: 5) Rebalance power in food chains; 6) Support 
generational renewal; 7) Vibrant rural areas; 8) Protect food and 
health quality



Background: where is EU’s Common 
Agricultural Policy (CAP) at today?



CAP payments and reforms 1990-2020

Source: DG Agriculture and Rural Development
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Total of €60 billion annually: 
- 82% of direct payments go to 20% of farms
- 80% income and market support



Summary of CAP expenditure

• Pillar I: €43,000,000,000 (annually!)
– Mostly direct aid (i.e. decoupled support) + some 

market stabilization activities.

• Pillar II: €7,700,000 spent on rural development
– plus 20-50% complementary national financing

• 40% of the EU's budget (2015)

A very small amount is targeted towards 
managing the threats and possibilities of 

technological change!



Classic arguments for income support 
to agriculture

1) I) Murdersome competition
a) Cochrane’s Technological Treadmill
b) Overproduction trap

2) II) Avoid farm closures



Ia) Technological treadmill



Ib) Overproduction trap

• Sunk costs
– rational for farmers to maintain their

production when prices fall

Result: murdersome competition that
perpetuates low profitability



Why CAP fails on competitiveness and 
ensuring incomes



Income support results in higher land 
and land-rental prices

New record prices for arable land
Average price for the best arable land in Skåne is now almost
400 000 kronor. (ATL)

Source: Jordbruksverket



Basic Payment Scheme (BPS) slows structural 
change, thereby keeping farms smaller and  
constraining income development

Arable plains without BPS

Source: Brady, M. et al. Impacts of Direct Payments – Lessons for CAP post-2020 from a quantitative
analysis. Rapport 2017:2.  AgriFood Economics Centre: Lund, 2017.
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http://www.agrifood.se/engpublication.aspx?fKeyID=1889


Larger farms are more profitable thanks
to economies of scale

Source: DG AGRI, Farm Accountancy Data Network (FADN)
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https://ec.europa.eu/agriculture/sites/agriculture/files/statistics/facts-figures/agricultural-farm-income.pdf


But it is not all bad: BPS contributes to 
preservation of landscapes and 

biodiversity



Immense variation in agricultural conditons

4) Slättbygd

1) Norrland

2) Skogsbygd

3) Mellanbygd



BPS prevents loss of low-productive
agricultural land to re-forestation

Övre Norrland Götalands skogsbygder

Arable - managed
- lost

Pasture - managed
- lost

Götalands mellanbygder Götalands södra slättbygder

Source: Larsson, C., Brady, M., Hristov, J., Johansson, H., 2018. Reformen av CAP 2013 -- Lärdomar för en bättre 
jordbrukspolitik efter 2020. Rapport 2018:1. AgriFood Economics Centre, Lund, p. 112.

http://www.agrifood.se/Files/AgriFood_Rapport_20181.pdf


Direct payments also fail on reducing 
environmentally damaging emissions

Source: Brady, M. et al. Impacts of Direct Payments – Lessons for CAP post-2020 from a quantitative
analysis. Rapport 2017:2.  AgriFood Economics Centre: Lund, 2017.

• Result in higher 
– greenhouse gas emissions 
– Nutrient surpluses
– Pesticide inputs

This is because of the resultant higher agricultural 
production and, hence total inputs of mineral fertilisers
and pesticides than otherwise would be the case.

• “…policies of the first pillar of the CAP contribute to 
increased eutrophication of the Baltic Sea.”

Source: Jansson, T., et al. 2019. Baltic Sea eutrophication status is not improved by the first pillar of 
the European Union Common Agricultural Policy. Regional Environmental Change.

http://www.agrifood.se/engpublication.aspx?fKeyID=1889


”Small is beautiful” for the environment and 
animal welfare?

Cows: tied up or roaming? Precision agriculture

New technology is costly and requires
large areas (150 ha)



What is wrong with CAP?
Current direct-payments system is generating serious
goal conflicts:

1) Slowing structural change 
• Constraining growth of competitive farms 
• Losing income-growth potential

2) Avoiding land abandonment in marginal regions.
• But the policy is very inefficient (wasteful)

3) Not reducing emissions, rather increasing
environmental loads. 

Current CAP is not future-proofing landscapes for impending 
technological changes!



How to fix it
• Results-based payment schemes for landscape and 

environmental services
– pay for environmental results, rather than carpet-

bombing land with ineffectual income support.
– Reward farmers for protecting landscapes and 

biodiversity from potential negative impacts of 
technological changes

– Incentives to adopt new technologies that reduce 
emissions.

or

Sidemo-Holm, W., et al. 2018. Improving agricultural pollution abatement through result-based payment schemes. Land 
Use Policy 77, 209-219. 

Bartkowski, B. et al. 2019. Implementing result-based agri-environmental payments by means of modelling. UFZ 
Discussion Papers Department of Economics 5/2019. Helmholtz-Zentrum für Umweltforschung, Leipzig.
https://www.ufz.de/export/data/global/231647_DP_2019_05_Bartkowskietal.pdf

https://www.ufz.de/export/data/global/231647_DP_2019_05_Bartkowskietal.pdf


Thanks for your attention!

Mark Brady
AgriFood Economics Centre, SLU och Lunds universitet

https://www.agrifood.se/
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