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2004 OVERVIEW

Agriculture remains more important to Ireland than to most other EU Member States. The agri-food sector as a whole accounts for 9% of GDP (€10.5 billion), 9% of employment (approx. 166,000 jobs) and 8% of Irish exports (€6.8 billion), and with a low import content, contributes a significant share of our total net foreign earnings from exports.

Farm Incomes
2004 was a favourable year with positive developments on many agricultural markets:
· International dairy markets have been buoyant with reduced milk supply from some EU countries leading to a tightening of the supply of EU dairy products.

· Dairy farmers received their first Dairy Premium, paid in partial compensation for reduction in intervention support prices - €60 million in 2004.

· Beef markets also performed well with prices reaching a 6-year high during the summer months.

· Cereal production was considerably higher than in 2003, with record yields achieved on many farms.

The Central Statistics Office (CSO) indicated in their December Advance Estimate of Output, Input and Income for 2004 (9 December  2004) that aggregate farm income (operating surplus) increased by 1.3% to €2,183 million.
Direct Payments

· Direct Payments from DAF totalled over €1.6 billion, which accounts for 75% of aggregate income.

· This small increase is reasonably positive when it is taken into account that a substantial amount (€500 million) of payments on 2004 premia entitlements will be paid in 2005.  This includes a 40% balancing payment due on livestock premia compared to 20% in the previous 4 years.

PRESIDENCY OF THE EUROPEAN UNION
The ambitious work programme set in the Council of Agriculture Ministers was delivered upon and the Irish Presidency overall was acknowledged as being productive and successful. 


Agreement was reached on 20 pieces of legislation. There were seven meetings of the Council of Ministers (including an Informal meeting in Killarney) and Irish officials chaired about 100 meetings of various EU committees and working groups.
Substantial progress was made in relation to all three of the Presidency objectives: 

· facilitating the application of the Common Agricultural Policy to the new Member States, 

· continuing the process of simplification of the CAP initiated by the Mid-Term Review, and 

· enhancing food safety standards. 
 

SINGLE PAYMENT SCHEME
Much progress was made during the year  on the arrangements for  implementation of the Single Payment Scheme. This Scheme will be effective from 2005 and will replace the existing Livestock Premia Schemes (Suckler Cow Premium, Special Beef Premium, Slaughter Premium, Ewe Premium, Extensification and Dairy Premium Scheme and the Arable Aid Scheme) .
In general, the farming community has welcomed the Single Payment Scheme.  Farmers will now be able to concentrate on producing what the marketplace wants and will no longer have their initiative and energies diverted into concerns about retention periods, quotas, stocking densities, census dates and other scheme requirements. 

The Department issued a Statement of Provisional Single Payment Entitlements to some 133,000 farmers including over 10,000 notifications to Special Condition cases (i.e. farmers who received premia payments but who were not obliged to submit an Area Aid application). The Statement included a detailed breakdown of how those provisional entitlements were calculated.   Farmers who were not satisfied with the statement  were entitled to seek a review of their entitlements on a form available from all Local Offices and from the Department's website – www.agriculture.gov.ie 
Arrangements were put in place (including a Lo-call Helpline) for dealing with  enquiries from farmers.

In December the Minister announced the setting up of the Single Payment Scheme 2005 National Reserve and the opening of the application period.  It is proposed that any linear percentage reduction which might arise if individual payment entitlements for Irish farmers exceed our Single Payment Scheme financial ceiling would be accommodated within the 3% provisional reduction already applied for the National Reserve.   
The Department has received some 17,500 applications under Force Majeure and a further 6,500 applications from farmers who commenced farming during the reference period.  Processing of these cases is continuing, but the rate of success under these measures could result in Ireland exceeding its financial ceiling. The Department is also processing over 7,000 applications in respect of inheritance cases and over 300 cases of Force Majeure in respect of the Dairy Premium.
Dairy Premium
A new Dairy Premium was introduced for the first time in 2004.   It is coupled to milk production this year and based on the available milk quota held by eligible farmers on 31 March 2004.  Payments under the Dairy Premium commenced on target on 

16 October 2004.  The Dairy Premium will be decoupled in 2005 (based on available milk quota held on 31 March 2005) and will be added to the existing Single Payment Scheme entitlements.
ANIMAL HEALTH & WELFARE
Real progress was made in the animal health and disease eradication areas with positive developments in relation to BSE, Bovine TB and Brucellosis.

In 2004, 126 cases of BSE were confirmed, compared with 182 confirmed cases in 2003 and 333 in 2002.  The 2004 figure represents a reduction of over 30% on 2003.

In 2004, 120 cases or 95% of the total were in animals born in 1997 or earlier.  The continuing, marked reduction in overall numbers, coupled with the trend in age profile is clear evidence that the enhanced BSE controls put in place by the Department in 1996/97 and rigorously enforced over intervening years have been effective in arresting and reversing the incidence of BSE in the national herd.

There was also a further marked decline in the incidence of both TB and Brucellosis in 2004.  The number of TB reactors was  about 25,000 or some 3,000 lower than the number recorded in 2003 (there were 45,000 reactors in 1999).

The number of Brucellosis reactors has fallen by 20% in 2004 compared with 2003 and by 85 % on 1998 levels. More significantly, the number of depopulations and the number of animals removed were 50% lower than in 2003.  

The Animal Health Computer System (AHCS), which enhances our capacity to implement the eradication programmes, was rolled out to 20 DVOs and to other locations during the year. Further progress was made on the development of the Animal Identification and Movement (AIM) System, an internet-based system which will enhance and replace existing systems such as CMMS.   AIM will enable farmers to view and process their animal identification and movement details online, using the latest internet-based technology. 

During 2004 two new facilities were provided under AIM, an online Herd Profile Enquiry system and a new internet facility to register calf births.

In relation to animal welfare, 2004 saw a number of noteworthy developments including the continued work of the Farm Animal Welfare Advisory Council (FAWAC), the animal welfare early warning system and the allocation of €1 million in ex-gratia payments to animal welfare organisations.

FOOD SAFETY
Food safety continues to be of paramount importance to the Department, which discharges its responsibilities in this regard across a wide spectrum of activities and measures encompassing both production and processing and involving a significant number of Department personnel from administrative, professional and technical disciplines. In specific respects it discharges its food safety remit within the terms of a service contract with the Food Safety Authority of Ireland (FSAI).  In June 2004 this contract was extended to include food labelling legislation which came within the remit of this Department.  This covers products ranging from beef, poultry and sugar to spirit drinks, coffee and fruit juices. The centralisation of this work with the FSAI was one of the main recommendations of the Food Labelling Report.
Hygiene Package

At European level the Hygiene Package and the Food and Feed Regulation were adopted during the Irish Presidency. These measures bring together, update and consolidate EU food and feed legislation. They cover all food business operators (FBOs) throughout the food chain from farmer to retailer and the controls involved are operated by a number of Departments and official agencies in Ireland.   
NORTH/SOUTH CO-OPERATION
The North-South Ministerial Council (NSMC) arrangements, established under the Good Friday Agreement, continued to operate notwithstanding the suspension of the Northern Ireland Executive. Progress is being maintained under a range of headings on the implementation of an all-island animal health strategy as mandated by the NSMC.  Joint meetings of the Joint Steering Group and of the various working groups at official level were held throughout the year. A particularly noteworthy development was the work which, with the planned introduction by DARDNI in early 2005 of a new sheep identification and movement tracing system, will result in there being equivalent systems for individual sheep and identification and tracing in both parts of the island.

SECTORAL ISSUES
- Beef -
Consumption

EU consumption of beef has exceeded production for the second year running with consumption at 7.62 million tonnes projected to exceed production by some 214,000 tonnes in 2004.  

Prices

Beef prices have been very strong in 2004 and Ireland experienced a six year high in all categories during the summer months.  While prices have fallen from those heights, due to the normal third quarter seasonal decline, year on year prices remain up on 2003, with steers up by 1%, heifers by 2% and cows by 10%. 

Exports

The most recent figures available  place an annual value of €1.5 billion on our beef exports accounting for almost 25% of total Irish agri-food exports. These are impressive figures by any standard and underline the overall importance of this sector.  The focus of beef exports has shifted dramatically in recent years. There were two primary elements to this:  Firstly, the export market shifted back from a heavy reliance on Third Countries to the current situation in which 87% of exports are within the EU.  Secondly, quality production has led to greater levels of concentration on the higher value end of the retail market and this emphasis will become the focus of the marketing efforts in future years. 

Third Country Markets

Russia continued to be our main Third Country export market with an expected total of 41,000 tonnes to be exported in 2004.  Small quantities of Irish beef were exported to Egypt in late 2003 and early 2004.  Algeria re-opened its markets for fresh and chilled Irish beef in October and some small amounts have been exported. Efforts continue to open this market for frozen beef. 

Classification

Following a decision taken to disengage from the direct provision of a Beef Carcase Classification Service, responsibility for the provision of the service passed to the industry on 1st August when Department classification officers ceased the classification of carcases. The Department's role is now one of supervision and control.  A programme of installation of mechanical grading machines has taken place and machines are functioning in all the major export approved plants.  

Almost 95% of the export-approved kill is now classified by mechanical means.  The remaining plants use factory employees to classify. This new technology is supported by a Department grant scheme for the purchase and installation of the machines.  Mechanical grading will, in the future, facilitate payment for saleable meat yield and provide essential market feedback - a necessary element for the future consolidation of Ireland's position as a supplier of high quality beef to EU and international markets.
Live Trade

There is significant trade in live cattle between Ireland, Europe and the Lebanon. Within Europe, the principal destinations for live cattle are Northern Ireland, the Netherlands, Italy and Spain. In 2003, 221,000 cattle were exported live to all destinations.  In 2004 the corresponding figures are down 44%.  This decline can be attributed to buoyant prices for cattle on the home market and a strong export market in beef. 
The live trade is a critical component to overall competition in the beef trade. It is established policy that there should be free and open access to all markets both within the EU and in Third Countries for Irish beef and cattle and every effort is made to facilitate the commercial shipping and other arrangements necessary to sustain this. The November Agriculture Council adopted a Regulation that will further improve the welfare of animals being transported but which will also allow Irish exports to continue.
- Milk -
The year 2004 was a good one for the dairy sector, with strong prices and demand for dairy products on the EU and international dairy markets.  At present, EU prices for skimmed milk powder (SMP) and butter are considerably higher than the intervention purchase price.  Reduced milk production in some of our EU neighbours has led to a tightened supply of EU dairy products.  The milk price paid to the farmer has remained broadly similar to 2003 and, of course, dairy farmers have also had the benefit of the dairy premium.  The premium was paid in part compensation for the first phase of the reductions in intervention support prices, which came into effect from 1 July.  

A new Milk Quota Restructuring Programme was announced by the Minister on 22 December with the objective of maximising the volume of quota for reallocation to active committed producers.

- Sheep -

There was a steady year for trade for sheep in 2004. Prices to producers remained firm for 2004 and production was approximately 14% above 2003 levels. The strong market reflects  buoyant demand on the home and export markets. 
- Pigmeat -
The pig sector experienced good profitability levels in the second half of 2004 due to a reduction in feed costs and an improvement in pig prices over the year.  Slaughterings in the year amounted to some 2.7 million animals. The indications are that this favourable situation will continue for at least the first half of 2005.  Lower feed prices, combined with a likely tightening of pig supplies, point to reasonably satisfactory income levels for the coming year.  

DEVELOPMENT OF FOOD INDUSTRY
The Department’s strategy for food is to support the development of a modern innovative, competitive and consumer-oriented industry, capable of competing on world markets.  It also seeks to ensure that the highest standards of food safety, quality and nutrition are achieved.  Vibrant research, development and innovation activity is essential to progressing this strategy and to the achievement of a competitive edge for Irish industry.
The total provision for NDP measures is €358 million.  
Merger of Bord Glas with Bord Bia

Following the enactment of the An Bord Bia (Amendment) Act, 2004, Bord Glas was merged with An Bord Bia on 1 July 2004. Responsibility for marketing and promotion of horticulture, including amenity horticulture transferred to An Bord Bia and a Horticulture Subsidiary Board as provided for in the Act was established. The objective of the merger is to concentrate market development initiatives at a challenging time for the food and amenity sectors.   
Food Institutional Research Programme
€17 million in grant aid was approved under the National Development Plan for public good research by universities and Teagasc under a series of themes including food safety and new and innovative products. The projects were approved following independent evaluation and a competitive selection process. 
Capital Investment Scheme  

In December, the Minister announced awards of grant aid totalling over €14.65 million for 41 projects under the Department's Capital Investment Scheme for the marketing and processing of certain agricultural products. The awards involve investment in the region of €50 million in projects to improve marketing and processing in the Horticulture, Egg Packing, Livestock, Grain and Potato sectors.

Labelling

Two Regulations in relation to the labelling of poultry meat were introduced in early 2004. The first of these requires poultry meat (loose and pre-packaged) originating in a country outside the EU to bear an indication of the country of origin when offered for sale in a retail premises.  The second requires information regarding class, price per unit weight, condition and slaughterhouse details in respect of loose poultry meat (i.e. non-prepackaged) to be provided to the consumer.  

The Minister is considering the introduction of the labelling of beef in the catering sector.

New rules on the composition and the labelling of fruit juices and jams, jellies and marmalades took effect in July 2004. Following consultation, the Department with the Food Safety Authority, published information booklets to assist consumers and trade.     

Promotion
The Department concluded a contract with Irish Egg Marketing Ltd for an information campaign on new rules for the marking of eggs. The advertising will run over 12 months and have a budget spend of €150,000, financed 50:20:30 by the EU Commission, the Department and the trade body under Regulation (EC) 2826/2000. 
Consumer Liaison
Maintaining a keen awareness of issues of particular consumer interest and concern is of great importance to the Department. In this context, the Consumer Liaison Panel continued its work throughout the year, with Ms. Marian Finucane becoming in July, 2004 the second Chairperson of the Panel since its establishment. Issues considered by the Panel in the course of 2004 included labelling, GMOs, REPS, veterinary medicines controls and research strategy. In the latter part of the year the Panel issued a call for tenders for a study to analyse food prices and propose a model for monitoring price trends. Several proposals were received.
FORESTRY
The Department once again assumed responsibility for the forestry sector from 1 January 2004 and began the process of integrating forestry as a core activity of the Department. A Minister of State with specific responsibility for the sector was appointed.
€100 million was spent by the Department in the forestry sector for 2004.
11,000 hectares, approximately, of new planting was achieved during the year.
AGRI-ENVIRONMENT
REPS 

REPS 3 was introduced on 1 June 2004.  It offers substantially increased payments to farmers (the average increase is 28%) and is also designed to be more farmer-friendly in its operation.
The new Scheme is available both to first-time entrants to REPS and also to those who are in REPS already.  REPS is a five-year contract and the farmer applies for his payment each year.  Farmers already in the Scheme are being given the opportunity, when they apply for their annual payment, to transform their existing contracts into new five-year contracts in REPS 3.

By the end of December 2004 there were 42,861 farmers in REPS, of whom 12,347 were in REPS 3.  Of the latter, 5,387 were first-time applicants and 6,960 had switched from REPS 2. 

The Vote for 2004 included €260 million for REPS. This was an increase of over 40% on the 2003 outturn and it assumed that the EU would approve REPS 3 early in 2004.  In the event, approval did not come until June.  However, demand for REPS 3 has been strong, and notwithstanding the delayed launch, the outturn for the year reached €208 million.
ON-FARM INVESTMENT SCHEMES

Approx. €27 million was spent on On-Farm Investment schemes during the course of 2004 (€16.5m - waste management, €7m - installation aid, €3m - dairy hygiene and €0.6m - alternative enterprises).

Revised Farm Waste Management and Dairy Hygiene Schemes were also introduced at the beginning of the year in order to take account of the commitments contained in the Sustaining Progress Agreement, 2003. The changes to the Schemes included increases in the maximum income limits for farmers, higher maximum eligible investment ceilings and the introduction of a standard grant rate of 40% other than for the purchase of mobile equipment.
RURAL DEVELOPMENT REGULATION
In July, the EU Commission published its proposal for post-2006 EU support for rural development. The proposal covers a broad spectrum including on-farm investment, disadvantaged areas, agri-environment, forestry, and LEADER. 

At the Agriculture Council in November, the Minister indicated broad support for the proposal but expressed specific concerns about certain details, including the proposed re-classification of disadvantaged areas and reduced support for forestry. While attending the December Agriculture Council, the Minister held a bilateral meeting with Commissioner Fischer Boel at which the Minister reiterated such concerns and her desire that Ireland`s circumstances be adequately accommodated within the negotiated rural development package. 

LEGISLATIVE DEVELOPMENTS
The Land Bill, 2003, which is designed to amend and extend the Land Purchase Acts, passed all stages in the Seanad during 2004

The Veterinary Practice Bill, 2004, was introduced in the Seanad in October. It is designed to replace and modernise the body of legislation governing the practice in Ireland of veterinary medicine.
Work continued on the drafting of the Animal Health Bill, to replace and consolidate the “bedrock” legislation (principally the Diseases of Animals Act, 1966 et. seq.) in relation to protecting our animal health status and dealing with animal diseases.
* * * * * * * * * *
OUTLOOK FOR 2005
AGRI-VISION 2015 COMMITTEE
The Report of the Agri Vision 2015 Committee was launched shortly before Christmas. 

The report has identified the rapidly changing nature of Irish agriculture and the issues facing the agriculture and food industries over the coming decade such as the full implementation of the Luxembourg Agreement, the economic effects of EU Enlargement and WTO trade negotiations. The report sets out a vision of the future for Irish agriculture, what changes are required and its potential positioning in 2015.

The Report will be examined in the Department and an initial response to its findings  will be forthcoming early in 2005.

BUDGET 2004/PUBLIC EXPENDITURE
The Government’s continuing commitment to the long-term development of a competitive agri-food sector is evident from the agriculture-related provisions announced in Budget 2004 and the amount of public funds allocated to the sector.

Expenditure by DAF will be approximately  €3.3 billion in 2005, the highest level ever. This consists of an Estimates provision of €1.4 billion and EU funded direct payments and other market supports of €1.9 million.
In addition, the Budget provided a further €20 million in specific farm tax measures that will facilitate structural adjustments and investment in necessary pollution control facilities.

These include:

· An option to average certain FEOGA direct payments paid in 2005 in respect of entitlements established in 2004, in equal instalments;

· Renewal of general and young trained farmer stock relief for a further 2 years;

· Reduction in the write-off period from 7 to 3 years for the accelerated rate of capital allowances for pollution control facilities;

· Stamp duty relief in the case of land swaps;

· Increase in the flat-rate VAT refund from 4.4% to 4.8%.
To the extent that the agri-food sector is an integral part of the economy, it continues to benefit from the sound economic management which was continued in Budget 2004, the effects of which will be felt in 2005 and beyond.

FURTHER IMPLEMENTATION OF THE SINGLE PAYMENT SCHEME
A major challenge in 2005 will be to progress the  smooth transition to the new CAP support system.  
The intention is that Definitive Statements of entitlements for the Single Payment Scheme will issue early in 2005.  
Provisional statements of Single Payment Entitlements are being processed and will issue in due course to some 17,000 farmers who largely comprise applicants for force majeure/exceptional circumstances, new entrants to farming and inheritance cases.  

In accordance with the EU regulations governing the Single Payment Scheme, payments under the scheme are due to commence in December 2005.

WTO NEGOTIATIONS

The negotiations were launched at Doha in November 2001 with the aim of achieving substantial reductions in the level of protection and support for agriculture.  Significant progress was made at the end of July 2004 in Geneva when agreement was reached on a framework for the new round.

The framework represents a good outcome from our point of view.  It ensures that the EU's system of decoupled direct payments will be exempt from reduction commitments in the future and that the benefits to Irish farmers of the mid-term review reform of the CAP will be secured. Insofar as border protection is concerned, the agreement provides for the self-selection by WTO members,  of a number of sensitive products which can benefit from special treatment.  The framework also provides for equal treatment of export refunds and all other form of expert subsidies including export credits and will ensure a level playing pitch for all exporters onto the world market.  There are also arrangements for special and differential treatment for developing countries.

Despite the favourable outcome of the framework agreement, the final negotiations on the new round represent a challenge to the future of the CAP.  The EU has prepared responsibly for the current negotiations and the reforms of Agenda 2000 and the Mid-Term Review contributed to the progress to date.  

We are committed to the negotiation of a new agreement but it must be a broadly‑based, balanced agreement in which agriculture is one of several elements.  The overall objective is to ensure that a new agreement will not require future reform of the CAP and there can be no question that agriculture will be sacrificed in order to reach an overall agreement.
ANIMAL HEALTH & WELFARE

The Minister anticipates further reductions in levels of TB, Brucellosis and BSE in 2005. The mandatory EU policies on Scrapie and genotyping will be continued and the adoption of herd health programmes by livestock producers will be encouraged.

In December, the Minister announced that she had signed Regulations to reduce by one-third the disease levies paid by farmers in 2005, following a 25% cut in the same rates last year. This reduction in disease levies reflects the expected continuing decline in disease levels in 2005. 

The AHCS will be rolled out to the remaining 8 DVOs and further progress will be made on developing the cattle traceability system (AIM) in 2005.
On the animal welfare front, the Farm Animal Welfare Advisory Council (FAWAC) will continue its work and a pig welfare scheme will be introduced in 2005 

(€3 million has been provided in the 2005 Estimates for this). Animal welfare organisations will continue to be supported financially in 2005.  

MILK MARKET/QUOTA REGIME
The outlook for 2005 is that the buoyancy of the dairy markets will continue.  While it is difficult to forecast with certainty, many observers are predicting continued growth well into 2005. Nonetheless, there are many factors which will influence developments over the course of the year, particularly the continued strength of the euro against the dollar, and the next phase of the Mid-Term Review (MTR) of CAP on July 1st.  It will be important to ensure that the EU market management mechanisms are responsive to any negative developments which may emerge on the marketplace.
In December, the Minister announced a new Milk Quota Restructuring Programme involving a number of significant changes to the scheme.
The new programme will entail the introduction of a fixed price for the sale and purchase of quota at 17.5 cents per litre (80 cents per gallon) in 2005/06 with a reduction of at least 5.5 cents per litre (25 cents per gallon) to a price not exceeding 12 cents per litre (55 cents per gallon) for the 2006/07 restructuring pool.  The allocation categories will be reduced to two on a 350,000 litre (77,000 gallons) divide with a 2:1 distribution ratio.

The decision on the new programme was made after an in-depth review of the existing scheme and wide-ranging consultations including the Milk Quota Review Group. The previous scheme had been effective in increasing average quota size, but  the Mid Term Review CAP reform and the WTO framework agreement made it imperative to introduce changes to accelerate this process and ensure that the maximum volume of milk will be available in a timely manner to active committed producers.

The programme will allow farmers plan ahead with greater certainty. The new fixed price takes account of the decoupled support payments and the fact that quota sold next year would not include the value of the decoupled dairy premium. There is a need to provide a reasonable return to farmers considering leaving the industry while ensuring that purchasers were not burdened by an uneconomic price.

The introduction of two allocation categories will simplify the existing scheme and will focus clearly on the viability milk production level already identified. The level of allocations to the various categories in recent years was also a factor. As regards the reallocation of the restructuring pool, the existing priority will continue to apply to successors of producers who had sold into restructuring scheme in the past, lessees who were unable to renew existing leases and 25% would continue to be available to new and recent entrants to dairying.

The scheme would continue to operate on a co-op collection area basis as there was general agreement on the importance of the regional spread of dairy production. However,  in the event of quota purchased under the programme not being sold within three months of purchase, a mechanism will be put in place to distribute such quota on a national basis.  

BEEF SECTOR
The year 2005 marks the beginning of a new era in cattle farming. The reform of the CAP agreed last year means farmers will enjoy greater freedom to grow and develop their enterprises producing for consumer requirements supported by the Single Farm Payment.  

In terms of slaughterings, it appears unlikely that de-stocking associated with decoupling will take place in 2005. Consequently it is forecast that there will be only a slight decrease in bovine slaughterings this year, compared with 2004. 

Considering that the slaughter premium will remain in place in some Member States in 2005, it is expected that the demand for Irish calves and weanlings will be maintained, particularly in Continental Europe. Nevertheless, live exports are forecast to decline marginally in 2005 compared with 2004. 

It is anticipated that demand will remain strong for cattle and beef imports in the United Kingdom, our biggest market, and even with the signalled ending of the Over Thirty Month Scheme there in the Autumn, the projected EU shortfall in beef production of 350,000 tonnes in 2005 should ensure that demand remains firm.  It will mean, however, that markets have to be found for 70,000 tonnes of Irish beef which would otherwise have gone to this market. This will be a major challenge facing the Irish beef industry during 2005. 

The development of new premium customers in EU markets will also present a significant  challenge to the Irish beef industry during 2005.
EU-15 beef production is forecast to decline by 2% in 2005, following on from a stabilisation in production during 2004, in the run up to the Common Agricultural Policy reforms, which will take place in most EU member states from 1 January  2005.  

EU beef consumption is forecast to stabilise reflecting increased consumption. The gap will leave an EU beef deficit of 350,000 tonnes which will be filled as previously by Third Country imports.   

The Minister will accompany the Taoiseach on an official visit to China from 17 to 22 January 2005. A centrepiece of this visit will be the organisation of food seminars in Beijing and Shanghai targeted at Chinese importers and Government officials. The Minister will be accompanied by a delegation of Irish food and drink companies, and representatives of An Bord Bia.

SHEEP

Home supplies are expected to continue at high levels due to the impact of decoupling in the medium term. Post decoupling across the EU, the expectation is for a reduction in the EU flock, with prices forecast to rise in the longer term.

This is encouraging news for Irish sheep farmers and should favour the expansion of quality production to take advantage of the market situation. 

The outlook is very encouraging in the medium to long term with continued strong home demand and the opening of new markets for Irish sheepmeat in Tunisia and Algeria. France remains the principal export market. 

PIGMEAT

Pigmeat is the most popular meat in this country in terms of per capita consumption and there is also a good export trade in pork and bacon, which is making a valuable contribution to foreign earnings.  For these reasons it is highly desirable that, at the very least, current levels of pig production are maintained.

SUGAR

Reform of the EU Sugar Regime

An important issue to be addressed during the coming year is the reform of the EU sugar regime. This has implications not only for our sugar beet growers but also for those employed in the sugar processing and related industries. It is generally acknowledged that some reform of the sugar regime is unavoidable for a number of reasons, in particular the developments at WTO level and other international pressures. 

However, in Ireland we have major difficulties with the Commission’s initial reform proposals, which were outlined in a Communication to the Council of Ministers and the European Parliament last July. Several other Member States share our concerns, as was evident from the policy debate on the proposals that took place at the November meeting of the Council of Agriculture Ministers. The Minister for Agriculture and Food has already been active in developing common ground on this issue with other Member States and we are in a group of ten Member States that have made a joint submission to the Commission. 

Because of the ongoing WTO Panel action, the Commission is unlikely to bring forward formal legislative proposals for reform of the sugar sector until May or June. Thereafter, the process of negotiations will get under way in the Council with a view to reaching political agreement before the end of the year. In the forthcoming negotiations, the Government’s overall objective is to protect the viability of sugar beet growing and processing in this country.

FORESTRY
Continuing commitment to the development of forestry is exemplified by the allocation of capital funding of €106 million in 2005.  It is planned to top-up this allocation with  funds carried over from 2004, the intention being to provide for planting of 15,000 hectares. This allocation encompasses payments in respect of premiums, investment and the support programme.  
The support programme embraces essential support for forest roads and forest reconstitution and woodland improvement schemes.  The programme also supports Native Woodland development and the Neighbour-Wood Scheme to develop woodland amenity, mainly broadleaf in and around villages, towns and cities.
The concession achieved in EU negotiations, that farmers can stack single payments entitlements, are significant.  

Under the Single Payment Scheme, up to 50% of land can be planted and forestry premium payments can be made without affecting the single payment entitlement.  This now makes forestry a real proposition for farmers who have not already planted.
Forestry Policy Review

In 2004, Dr. Peter Bacon was commissioned to conduct a review and appraisal of the current forest strategy “Growing for the Future”. The completed report was presented to the Minister in September.

Among the 15 recommendations contained in the Bacon study on specific areas of forestry policy is the recommendation that a strategic target of 20,000 hectares of afforestation per annum up to the year 2035 is required. 

However, the report also concludes that an alternative level of planting may be appropriate depending on the value given to the non-timber environmental benefits accruing from forestry. 

This study will form the basis of objective and rational discussion going forward as to how the forestry sector in Ireland should be developed and how returns including non-timber benefits would maximise the State's investment in this long life cycle industry. 
REPS
Funding of €271 million has been provided for 2005. This represents an actual increase of over 4% on the 2004 provision and an effective increase of 35% over the 2004 likely outturn.

The provision of €271 million for 2005 includes €1.5 million for planner and farmer training and €1.5 million for a mini-catchment monitoring programme that is necessary for the implementation of the Nitrates Directive.
NITRATES DIRECTIVE
Ireland’s Action Programme giving effect to the Nitrates Directive was submitted to the European Commission in October 2004.  Under Sustaining Progress, the Government undertook to seek arrangements for a derogation to allow farmers to operate, under appropriate conditions, above the general organic Nitrogen limit specified in the Nitrates Directive.  With the assistance of Teagasc a detailed scientific case was prepared in support of a derogation, and this was submitted to the Commission in November 2004.  Discussions with the Commission on the Action Programme and the derogation will take place during 2005.    

RURAL DEVELOPMENT REGULATION
Discussion on the proposal will resume in early 2005 when the Commission will clarify various aspects. In co-operation with the Department of Community, Rural and Gaeltacht Affairs, the Department will continue to pursue an outcome that caters for Ireland's diverse rural development needs.

Modulation

In 2006, the use of modulated funds will be confined to those measures covered by the CAP Rural Development Plan – REPS, early retirement, compensatory allowances, forestry – and those introduced as part of the CAP Mid-Term Review – food quality, meeting standards, animal welfare, farm advisory services. In 2004, there was widespread public consultation on the most appropriate use. Arising from that consultation and the Department’s own consideration, the Minister will decide on the issue in the coming months. The necessary EU approval will then be sought.         

LEGISLATIVE DEVELOPMENTS

It is intended to complete all remaining stages of both the Land Bill, 2004 and the Veterinary Practice Bill, 2004, in the Oireachtas with a view to enactment as early as possible in 2005. Work on bringing forward the Animal Health Bill will be progressed with a view to its early introduction in the Oireachtas. In addition, it is planned to give early effect (by means of secondary legislation) to significant adjustments to the control regime covering veterinary medicines on foot of a comprehensive review of this area undertaken by the Department, which included consultation with stakeholders.

ORGANISATIONAL ISSUES

New Statement of Strategy

In accordance with the guidelines set out for the preparation of Statements of Strategy, a draft Statement of Strategy for the Department has been sent to the Department of the Taoiseach for their clearance. The intention is to publish the Statement as early as possible in 2005.

Customer Action Plan/Charter

The Department has recently prepared the Customer Service Action Plan to cover the period 2005 to 2007.  The introduction for the first time of a Customer Service Charter marks a significant development in the continuing improvement of service to all our customers.

Official Languages Act 2003 

The Department is in the process of developing a Scheme under the terms of the Official Languages Act 2003.  This Scheme which will be published early in 2005 will detail steps to be taken by the Department to improve the provision of service through Irish to its customers over the coming three years.

PAGE  
2

