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Abstract: The paper is oriented on the argumentation of real and potential problems and challenges, which are abasis for the
formation of a new strategy for the Czech agriculture and for a new conception of the Czech agricultural policy for the period after
EU accession. Based on the arguments, goals of the new strategy are derived, to be discussed with a broader professional public.
Possible fields of measures of the government to provide the strategic goals are presented to the conclusion.
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Abstrakt: Piispévek je zaméfen na argumentaci skuteénych i potencialnich problému a vyzev, které jsou zakladem pro for-

movani nové strategie zemé&dé&lstvi CR a koncepce zemédé&lské politiky CR pro obdobi po vstupu do EU. Z téchto argumen-
td jsou odvozeny cile nové strategie, uréené k diskusi s §ir$i odbornou vefejnosti. V zavéru jsou nazna¢eny mozné oblasti

opatfeni statu k zajisténi cild.
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INTRODUCTION

In May 2004, our farmers will find themselves under the
conditions of the Common Agricultural Policy of the EU
(CAP) and under conditions of the EU single market.
Compared with the present situation, there will be many
changes both in the dimension and in the structure of
their supports. Also changes in the level of farm-gate
prices can be expected. Undoubtedly, there will be chang-
es even in input prices, especially as regards the expect-
ed increase in prices of land and labour. It is important as
well that the Czech agriculture will function in the more
developed institutional structure of the EU. There is a
question, what chances and risks issue for the Czech
agriculture from the new conditions. Some analytical an-
swers and research arguments to these questions are
given in the project KATO (Curtiss 2002) and in the re-
cently completed international project IDARA (Ratinger
2003) under the 5" Framework Programme of the EU.

Issuing from the research findings, the paper in first
part presents a broader background and argumenta-
tions supporting a new strategic orientation of the
Czech agriculture and the Czech agricultural policy af-
ter the EU accession as well. The attention is given to
comprehensive analytical conclusions related to the
present situation in the Czech agriculture, to real or
potential problems, challenges and opportunities in the
relations of farming to environment (especially to the
land usage and to the water element) and in the field of

the farm economy and the agrarian market. Long-term
goals linked with the implementation of the new strate-
gy are presented in the second part. The main policy
measures supporting the realisation of the goals create
the third part of the article.

BACKGROUND OF THE NEW STRATEGY
FOR THE CZECH AGRICULTURAL POLICY

The new strategy for the Czech agricultural policy af-
ter the EU accession shall react on problems and chal-
lenges on three basic levels — on the world level, on the
level of the EU and on the specific level of the Czech
Republic.

Global situation, problems and challenges

The growth of the world population on 8-10 billion is
expected in the next 50 years. Nearly 800 millions of the
population suffer from the chronic hunger and under-
nourishment at present. It is true in the world, where sur-
pluses of food are confronted with impediments in the
form of low incomes, trade policies of the developed
countries, civic and political instability, the low produc-
tivity of farming and undeveloped infrastructure.

About 75% of very poor population (about 1 billion of
people) lives and works in rural areas and the population
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is fully existentially dependent on its own farming. Near-
ly 90% of food consumed in the least developed coun-
tries is locally produced on farms with the very low
productivity. However, the increase of productivity is
connected with social and environmental risks. The an-
nual losses on the soil productivity as a consequence of
the erosion are globally estimated to 0.1-0.2%. Contrary
to this fact, the annual increase of productivity as a con-
sequence of the technological progress is about 2%.
However, the production increases by the intensification
on farms in the developed countries and by an expansive
land usage in developing countries — by the conversion
of natural grassland and forests into productive farming
systems. Both approaches lead to the losses in biodiver-
sity. The losses in biodiversity, the soil degradations and
the expected climatic changes can in turn result in the de-
crease of the productivity in agriculture, particularly in
poor regions in the world.

So the growth of the productivity in agriculture is im-
manently linked with global environmental problems,
especially as regards water, soil and biodiversity:

a) Inthelarger part of agro-systems, water representsthe
most serious limiting factor for the growth of produc-
tion. Onethird of the world population livesin the re-
gions with serious problems in water supply today. It
is estimated that nearly two thirds of the population
in developing countries will live in regions with the
water deficit by 2025. At the sametime, theirrigation
consumes by about 70% of all water consumed by
agriculture, industry and households, but 70% of this
water iswasted through ineffectiveirrigation systems.

b) During thelast 12 000 years, the mankind has cultivat-
ed for its nurtrition about 7 000 plant species. Only 15
plant species and 8 animal species create the basisfor
food today. Farming together with the climatic chang-
es contributes by thelargest shareto the global chang-
es of the conditions for the biological diversity.

¢) Theincreasing variability of the climate and its long-
term changes create harder conditionsfor farming. The
waves of hot and rainy periods, floods and droughts
will obviously occur morefrequently.

The provision of the sufficient supply of agricultural
production to cover the demand of the growing world
population, to eliminate hunger and to improve the stan-
dard of living in rural areas particularly in the developing
countries has become the key global problem. However,
the solution of the problem should not deteriorate the en-
vironment, deepen the social inequality and increase
negative impacts on the health of the world population.
At the same time, water has become the natural limiting
factor with the growing urgency.

Situation, problems and challenges of Europe
— the European Model of Agriculture

The European Union (EU) will become the largest world
producer, exporter and importer of the agrarian products
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after the enlargement. In spite of the relatively worse cli-
matic, natural and demographic conditions, compared
with the world regions with the best production condi-
tions, the EU is producing high surpluses of the basic
agricultural products. As usual, the surpluses are export-
ed with subsidies to the account of taxpayers. The dimen-
sion of agriculture and the agricultural employment are
given by the protectionist CAP.
The present CAP has been for the long-time in the con-
flict with the requirements of the World Trade Organisa-
tion (WTO), particularly as regards the level of the
protectionism and the release of the trade space for the
production and employment in agriculture of the devel-
oping countries.
The strategy of the EU is based on the so-called Euro-
pean Model of Agriculture consisting of the four pillars:
1) The full-area multifunctional agriculture, sufficiently
competitive in the production of private goods and at
the sametime handling carefully the environment (pro-
ducing parallel to the private goods the public goods
inthefield of the environment).

2) Theagriculturebased on small and medium family farm-
ing.

3) Theagriculturedeeply linked withtherural development.

4) The agriculture producing safety food of the best qual-
ity, it means respecting ever stricter food safety stan-
dards and standards related to the ways of farming.

The European Model of Agriculture reacts in that way
to the social demand for the development of a socially
balanced and sustainable farming, contributing to the
maintenance and development of the European land-
scape and the historical structure of rural areas. The pres-
ervation of landscape, the recovering of the biological
diversity and the water protection after the long-term
functioning of the intensive, industrial farming and the
preservation of countryside represent the basic long-
term goals of the EU in this field. The international pro-
tection of nature and biodiversity in the EU is forced by
the common system NATURA 2000 for the protection of
animals, plants and special natural localities. The water
protection is given by the Directive 2000/60/EC as a
framework for the EU activities in the field of the water
economy. The improvement of the purity of water with
the respect to agriculture is forced by the so-called ni-
trate directive.

The industrial European agriculture together with oth-
er factors endangers food safety in the last period. Com-
petitiveness of the European agriculture under the ever
stricter environmental, social and consumer’s standards
resides particularly in the production of a higher quality
and a higher value added, in the combination with region-
al diversity and specificity of the products.

The European agriculture (together with forestry) has
a high potential for the production of the biomass for the
non-food use, particularly for the production of energy.
The continuous increase of the share of renewable sourc-
es of energy in the total consumption of energy is one of
the goals of the EU.
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Specific situation, problems and challenges
of Czech agriculture

Situation, problems and challenges in the relation
to agriculture and environment

Except common problems of agriculture in the Europe-
an region, Czech agricultural area has its own specifics
to be considered in the formation of its strategy:

The Czech Republic (CR) is the water divide of the Mid-
dle Europe. The water flows spring and go to three sees
(the Northern Sea, the Baltic Sea, the Black Sea). Czech
care for the retention capacity of the land and for the pu-
rity of water significantly influences the flow and water
quality in more European countries including the new en-
trants.

Agriculture together with forestry and water econo-
my are absolutely the largest land users in the CR. The
agricultural utilised area occupies (to 31. 12. 2001) about
54.2% of the total Czech area, it is 4 273 thousands ha.
The water area occupies about 160 thousands ha, of
which ponds and other small agricultural water basins
represent about 51 thousands ha. About 60% of agri-
cultural land is located in the hilly and mountainous re-
gions and is of worse quality. At the same time, the
share of grassland in the total acreage of the agricultur-
al land is inadequately (considering the natural and cli-
matic conditions) low (22.7% compared with 35-50% in
the EU countries with similar natural and climatic con-
ditions). The ways of agricultural land usage signifi-
cantly influence the quality of the water element and the
flow of water in the countryside.

Agriculture (including fishery) directly influences the
so-called agricultural (“small””) water — ponds and other
small waterworks (51 thousands ha, however, it is not
only the question of acreage, but also the capacity of
entrapped water). Agriculture influences indirectly the
quality of all surface water in individual areas.

Czech agriculture (and the European one as well) with
its stress on the intensive, industrial way of farming has
become one of the significant area and point polluters of
the underground and surface waters. While the area pol-
lution from Czech agriculture has decreased since 1989
(especially as a consequence of the economically enforced
reduction of the utilisation of fertilizers from 223 kg pure
nutrients/ha in 1989 to 92.2 kg pure nutrients/ha in 2002
and the utilisation of pesticides to 1.3 kg effective ele-
ments/ha in 2002), the problem of the point pollution (par-
ticularly in extremely large livestock production units,
which prevail in Czech agriculture) has remained open. The
supply of drinking water of the required quality is thus
impeded by higher costs. According to the so-called EU
nitrate directive, about 42% of the Czech agri-
cultural area and about 36% of the total Czech area is there-
fore ranged into the nitrate sensitive areas with stricter
standards for farming in the relation to water element.

Czech agriculture is also an important consumer of
water. Besides the livestock production, about 150 thou-
sand ha are irrigated. However, the irrigated acreage has
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not been enlarging and the irrigation equipments has not
been maintaining and restoring yet.

The heritage of the previous regime and farming are ex-
tremely large fields for the industrial farming without any
natural barriers — game refuges, wetlands, small water ba-
sins, balks, field roads with alleys, etc. The share of ara-
ble land in the total acreage of agricultural land (71.8%)
is extremely high. A large part of the agricultural area is
exposed to the risk of water (42%) and wind (7.5%) ero-
sion and the losses of humus. Above it, the large-scale
machinery contributes to the outstanding soil compac-
tion and thus to the deterioration of the soil retention
ability. Drainage equipments on 1 087 thousands ha, se-
riously neglected at present, do not fill their functions
and they rather have contra-productive impacts on the
water regimes in the countryside (however, the relevant
areas create a potential for wetlands).

The presented and still prevailing ways of the land
usage together with the regulation of small water flows
and with the neglected maintenance of small water-sheds
(long-term neglected silting) lead to the serious reduc-
tion of the retention capacity of countryside. This fact
significantly contributes e.g. to the negative impacts of
the floods in 1997 and 2002. It is estimated that improv-
ing of the retention capacity of countryside could reduce
the negative consequences of the floods by about 15%
at minimum.

In some regions (South Bohemia, Czech-Moravian High-
lands, etc.), agricultural water has an outstanding impor-
tance for the scenic value and for a recreational function
of the landscape and from this for the development of the
rural tourism. Above it, some waterworks and the whole
landscape have the character of the national or even world
natural and cultural heritage (e.g. the Trebon region). How-
ever, the intensive large-scale fishery outstandingly reduc-
es the recreational value of the water sheds and it
functions against the development of the rural tourism.
Also agricultural production contributes to these negative
effects (eutrophisation of water).

Situation, problems and challenges in the field
of production, economy of the agrarian sector
and market

Agricultural potential of the CR exceeds the domestic
demand roughly two times. In spite of more than 30%
decrease of the gross agricultural output compared with
the pre-reform period, the domestic market is character-
ised by the permanent tendency to surpluses, pressing
down prices in the market, or increasing demand for the
state subsidies, respectively.

To the contrary with the situation in the EU, Czech agri-
cultural production realizes under conditions of extremely
high concentration of production resources. About 75%
of agricultural land is occupied by about 5% of farms. It
represents the extreme dual farm structure comparable in
the future EU-25 only with the Slovak Republic. About
75% of agricultural land is farmed by co-operatives and
companies and only 25% of the land is occupied by indi-
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vidual farms including family farms. Most of the land on
farms (more than 90% on average) is leased by private
landowners or by the state. It represents the enormous
instability for a long-term orientation of farms.

The structure of the land usage does not correspond
with the natural and climatic conditions of the CR (more
than 70% of the agricultural land is arable land). As a con-
sequence of the situation in the agricultural market, there
is a growing acreage of the untended, or even abandoned
land particularly in the border regions or in the LFA regions.

Even though the restructuring on farms has been in the
progress during the reform period, an extreme polarisa-
tion in the farm effectiveness still continues. In compar-
ison with the future competitors in the EU-15, there is a
substantially lower effectiveness in the utilisation of pro-
duction factors in average (e.g. less than half labour pro-
ductivity in the livestock production).

As a consequence of the applied procedures of resti-
tution and privatisation and the necessary investments,
farms are heavily indebted. There is a question of the
three generations of debts: pre-reform debts towards the
state, the debts from restitution and privatisation (trans-
formation shares of the co-operatives, starting loans of
the state for new farms, the debts for privatised non-land
assets) and new debts (bank operational and investment
credits). The indebtedness issues in the lack of inner
sources of farms and creates obstacles for them regard-
ing purchasing the land (including the privatisation of
the state land)) or for new investments needed to com-
ply with ever-stricter environmental standards and stan-
dards for animal welfare and food safety.

Particularly since the second half of the nineties, the
incomes of farms have been negatively influenced by the
growing risks, caused by the extreme weather instability
(floods, droughts), and by the price volatility in the mar-
ket. It is justifiable that the weather instability is a part of
the global climatic changes and that the risks for the
Czech farms will continue in the future.

Foreign capital, gradually penetrating into the Czech
agrarian sector, usually brings the improvement in the
economic efficiency of farms. However, the penetration
of foreign capital into agriculture is frequently linked
with the speculative transfers of land, particularly in the
border regions.

Czech food industry is not consolidated yet. It is char-
acterised by over-capacities (in comparison with the do-
mestic supply of agricultural raw materials) and by the
still large number of firms not fully compatible with the
EU food safety standards. The situation varies accord-
ing to the branches of the industry. The branches of the
first stage of processing (meat, dairy and mill firms) and
smaller firms show the least progress in the consolida-
tion and food safety.

Czech retail sector, into which foreign direct invest-
ments significantly penetrate and which represents the
decisive power in the agrarian market, is not still con-
solidated as well. The sharp competition prevails in the
retail market. However, the sector is still not saturated
in the segments of super- and hypermarkets.
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Compared with the situation in the developed countries
(with exceptions like the market of agricultural machinery),
Czech agrarian market is not developed in the whole chain
(inputs — primary agricultural production — processors —
sale). The state interventions function in the decisive mar-
ket segments (grains, oilseeds, milk, sugar, etc.), trying to
eliminate failures and high transaction costs in the market
(according to the OECD estimations higher by about 20—
30% than in more developed markets). The higher transac-
tion costs are caused e.g. by informal (cartel) agreements
among (multinational) companies, by the functioning of
(local) mono/oligopolies, or mono/oligopsonies, respec-
tively, by the insufficient co-operation among producers
and partly also by the too aggressive behaviour of the
retail networks. Among others, the higher transaction
costs are one of the main impediments for the realisation
of higher farm-gate prices.

Czech agricultural trade is influenced by export subsi-
dies on surpluses. In the segment of the so-called com-
petitive products and in the relations with the developed
countries, it is characterised by the permanent tendency
to export products with a lower value added and to im-
port products with a higher value added. This reality has
the negative impact on the trade balance.

Under the EU conditions, the substantial enlargement
of the trade relations with the neighbouring EU markets
can be expected, including the releasing of the current
links in the chains input suppliers — producers — proces-
sors — sale. The adjustment to the market requirements
will play the decisive role for all market participants to
maintain their competitiveness.

LONG-TERM GOALS FOR THE NEW
STRATEGY OF CZECH AGRICULTURAL
POLICY

The new strategy for Czech agricultural policy after the
EU accession shall react to the mentioned global, Euro-
pean and Czech specific problems and challenges. In the
relation to the global problems, there is a need to prevent
the abandonment of agricultural land, accompanied by a
larger irreversible conversion of the land to other utilisa-
tion including forestation. In the relation to the Europe-
an problems, it is a need to increase the competitiveness
of Czech agrarian products towards the third countries
based on a higher quality and value added of products.
At the same time, it is a need to maintain and improve the
scenic value of the landscape, to lower pressures of farm-
ing on the biological diversity and to deepen the farm
development with rural development (particularly on the
basis of farm diversification) and to increase the non-
food use of agricultural (and forestry) production (espe-
cially as renewable sources of energy). It shall all be
compatible with the respect to the necessary restructur-
ing and modernisation of farms and food industry firms
to increase their competitiveness towards the present
and new EU countries under the ever stricter environ-
mental, social and consumer’ standards.
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The new strategy LANDSCAPE — WATER - BIODI-
VERSITY —RURAL DEVELOPMENT shall reflect the in-
tersection of the global, European and Czech problems
and challenges and shall be oriented on the following
main goals:

(1) Toincrease the competitiveness of Czech agriculture
and food industry toward the present and new EU
countries and towards the third countries based on a
higher quality, value added and regional diversity of
products.

(2) To maintain an adequate employment in agriculture
and to improve the standard of living of agricultural
population as a part of rural population based on the
higher efficiency in the production of private and public
goods from agriculture and from the downstream sec-
tors and based on the diversification on farmsto non-
food use of agricultural production and to
non-agricultural activitiesinrural areas.

(3) To improve the scenic value and recreational role of
agricultural landscape, with the preference of the con-
servation of the (temporarily) excessiveagricultural land
for apossible agricultural utilisation in the future; to-
gether with the maintenance of the national cultural
heritage of the important waterworks and areas to de-
velop a multifunctional character of fishery for theim-
provement of the recreational role of agricultural water
sheds and for the devel opment of rural tourism.

(4) Toincrease substantially the retention ability of agri-
cultural land, it means to stimulate the conversion of
arable land into grassland, to speed up the land con-
solidation in cadastres including the restoration of
small water sheds and wetlands, to improve function-
ing of the drainage and irrigation systems, to speed
up therevitalisation of small water flows and the silt-
ing of ponds, etc.

(5) To improve the quality of surface and underground
waters though better farm practices.

(6) Toincrease permanently the quality and bio-topic val-
ue of Czech agricultural land, particularly through its
incorporation into the NATURA 2000 system.

(7) To increase gradually the share of renewable sources
of energy from agriculture (and from forestry and wa-
ter economy) in the total consumption of energy and
to tend to “energetic self-supplying” of rura areas
based on the renewable sources of energy.

POSSIBLE MEASURES AND INSTRUMENTS
OF THE STATE TO PROVIDE FOR THE GOALS
OF THE NEW STRATEGY

The presented arguments for the changes and goals of
the new strategy for Czech agricultural policy must go

through the “filter of an institutional assessment”, that
is through the filter of values and beliefs of the decisive
political spectrum of the society'. Only after the “institu-
tional assessment”, it is possible to formulate detailed ad-
equate policy measures to follow the strategic goals. The
policy research has been preparing now the basis for the

“institutional assessment” and therefore only the main

fields of policy measures can be presented. The measures

can be split into those subdued to the EU framework and
specific “Czech measures”. The main EU measures (with

a higher hierarchy) are as follows:

— Production limits and quotas and other limiting condi-
tions issuing from the conclusions of the EU Copen-
hagen Summit (December 2002) and from the Accession
Treaty between the CR and the EU (signed in Athens,
April 2003).

— EU supports:

— direct paymentslinked with the production limitsand
guotas, allocated through a simplified scheme and
conditioned by good farming practices, or by cross-
compliance conditions (up to 18 directives and regu-
lations related to environment, food safety and ani-
mal welfare), respectively;

— structural supportsunder the Horizontal Rural Devel-
opment Plan (HRDP);

— structural supports under the Operational Plan — Ag-
riculture;

—state aid;

—market price supports through interventions of the
EU in the market (export subsidies, supportsfor pri-
vate storage, etc.).

—EU Directives for the water policy of the EU, nitrate
sensitive areas, system NATURA 2000, etc.

Under the mentioned measures, the Czech Republic will
have the space for the formation of own policy measures
particularly in the following areas:

— orientation and structure of the HRDP,

— orientation and structure of the Operational Plan—Ag-
riculture;

— utilisation of state aid;

—gpecial conditions for allocation of direct payments.

CONCLUSION

The paper presents the analytical background for the
formation of the new Czech agricultural policy after the EU
accession, based on research findings. A complete strate-
gy was be prepared by October 2003, to be discussed
among stakeholders and to be assessed from environmen-
tal, economical and general welfare criteria. From the eco-
nomic point of view, a cost/benefit analyses should be

! The article was prepared in August — September 2003. After this date, the strategy was discussed with non-governmental
organisations in the agrarian sector and on the level of the ministries of agriculture and environment. In the beginning of January,
2004, the strategy was accepted by the minister of agriculture to go through the Strategic Environmental Assessment (according to
the law) and through the economic and general welfare assessment in the near future.
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provided assessing particularly impacts of the strategy on
the sector and farm economy, on the commodity economy
and on the transfer efficiency of supports. The assessment
shall also provide the analysis of risks and threats stem-
ming from the implementation of the strategy.
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