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How future environmental  
land management schemes  
can work for rural  
businesses and deliver  
for the environment
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improved productivity, competitiveness 
and resilience within a thriving rural 
economy alongside payments for the 
delivery of public goods.

This report sets out how the Land 
Management Contract (LMC) can be 
used to deliver the public goods and 
services that are valued by society, such 
as clean water, carbon storage, enhanced 
public access, biodiversity, heritage and 
sustainable farming practices, but are not 
adequately provided through the market. 

This report doesn’t consider future 
trading arrangements between the 
UK, EU or other countries. The UK’s 
future trade deals will be the biggest 
influence on land management in 
the UK. Ensuring UK producers can 
continue to sell into European markets 
and that agricultural goods produced 
to lower environmental or animal 
welfare standards do not undercut 
British farmers are prerequisites to any 
successful future environmental land 
management scheme.

England’s countryside is about to see an 
unparalleled period of change. Leaving 
the European Union (EU) has provided 
the opportunity to reform radically 
the agricultural support system that 
shapes England’s food production, rural 
communities and natural environment. 
The governing rules and regulation will 
return to Westminster and there will be 
a new arrangement with agriculture’s 
biggest trading partner.

Meanwhile land management in the UK 
faces a whole range of challenges, from 
climate change to wildlife habitat loss, 
soil erosion and water pollution. 

Within this context, the CLA has 
proposed positive, progressive and 
pragmatic policies that focus on the 
opportunities of these changes whilst 
recognising and mitigating the risks.

The CLA’s vision for a post-Brexit 
Food, Farming and Environmental 
Policy (FFEP) includes policies to boost 
profitable farming and forestry through 

KEY POINT

Improving farming 
profitability and building 
long term resilience is 
essential to the viability of 
farming businesses and 
to their ability to deliver 
public benefits.
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If the Government is to meet its objectives 
to enhance the environment and improve 
agricultural productivity it must develop a 
new policy that:

➜	�Recognises public goods delivery  
as a commercial decision for  
land managers.

➜ �	Is a choice not an entitlement.

➜ �	Is based on a contractual 
relationship between Government 
and land managers.

➜ �	Can be adapted to the diversity of 
England’s countryside.

Within a national framework, the design 
and delivery of the Land Management 
Contract will be decentralised to allow 
land managers and authorities to 
address their local priorities. The CLA has 
also proposed a set of common sense 
changes to improve administration. 

This report consists of the  
following sections:

➜	�Delivering the land  
management contract.

➜	The design principles of the LMC.

➜	�The public benefits within the LMC.

➜	�Local adaptation and administration.

➜	�Conclusions and next steps.

➜	�Appendices.
	 •	 The World Trade Organisation and  
		  domestic agricultural support.
	 •	 References.

The CLA has developed the Land 
Management Contract (LMC) as a 
model for the payment for delivery of 
public benefits. The Land Management 
Contract will transform the relationship 
between the public and land managers. 
The Land Management Contract moves 
away from the idea of subsidies by 
creating a new relationship where 
alongside high-quality food, defined 
public benefits are provided by  
land managers.

The LMC will also break the false divide 
the EU’s Common Agricultural Policy has 
created between forestry and farming. 
The LMC will integrate sustainable 
farming practices and woodland 
management alongside environmental 
and heritage land use management.

To achieve this the Land 
Management Contract (LMC)  
will include four elements:

1. Universal LMC

Available to all land managers  
who can choose from a menu of 
positive land management activities 
and sustainable farming practices.  
A premium payment will incentivise 
ambitious delivery. 

2. Universal Capital LMC

To support the Universal LMC and 
provide standalone improvements 
such as woodland creation, improved 
infrastructure to reduce pollution and 
improve animal health.

3. Enhanced LMC

A scheme to make targeted, more 
complex improvements to land 
management which encourages 
collaboration.

4. Landscape Scale Restoration

Large scale, competitive scheme that 
will address major environmental 
challenges.

CLA ANALYSIS

UK Frameworks and devolution

A UK wide framework for 
agricultural policy is necessary to 
meet international obligations 
and maintain the integrity of the 
UK’s internal market. Agriculture 
and the environment are 
devolved matters and the four 
Governments of the UK should 
be empowered to implement 
policies that suit their contexts. 
This paper sets out the LMC in 
England. Subsequent papers will 
consider how the LMC could 
work in Wales.

With the Land Management 
Contract farmers will 
become commercial 
providers of public benefits 
with Government as the 
buyer within a fair contract.

KEY POINT

As well as producing high quality food, England’s land 
managers can deliver public benefits such as thriving 
wildlife, healthy animals and clean water.

“
”
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The EU’s Common Agricultural 
Policy (CAP) requires claimants 
to qualify as “active farmers”. 
This is an ineffectual 
administrative burden that 
is not necessary in a scheme 
that is based on providing 
public benefits. As the LMC 
requires land managers to 
actively provide defined public 
benefits the risk of so called 
‘slipper farmers’ is much less 
than within the CAP.

KEY POINT
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supplement their core business with 
additional income.

To access the Land Management 
Contract applicants must:

➜	�Have demonstrable management 
control.

➜	�Be able to meet the contractual 
obligations that they enter into.

➜	�Not be a public body which receives 
funding for undertaking the  
same activity.

The LMC is designed to incentivise rural 
businesses to provide public benefits in a 
commercial way. It should, therefore, be 
eligible to anyone who can provide the 
public benefits. 

Over 70% of England is farmed so in 
most instances it will be farmers who 
will have the expertise and capacity. 

Non-farming land managers with the 
skills and inlincation should be able to 
apply to provide public benefits. For  
these businesses the LMC could 

The LMC will be available to anyone 
with responsibility for an area of land.
In more complex situations, different 
individuals with different responsibilities 
will be able to enter into different LMCs 
in respect of the same area but will 
be encouraged to join together and 
provide whatever public benefits may 
be the case under one agreement.

Tenants must have proof of their 
landlord’s permission if the terms of 
the LMC go beyond the terms of an 
agreed, legal tenancy agreement.  
If the incentives are right and contracts 
flexible tenants, landlords and common 
right holders will be able to effectively 
collaborate.

Where one person has sole responsibility 
for the land, as with an owner occupier, 
that person can be the sole provider 
under the LMC. However, much land 
is managed in more complicated ways. 
In some cases, different people have 
different rights in respect of the land, 
such as with commons, in other cases, 
responsibilities are shared, as with a 
tenancy or share farming agreement. 

are intended to match the diversity of 
aspirations and circumstances of land 
managers in England whilst also meeting 

Government’s objective to enhance the 
environment within future environmental 
land management schemes.

The LMC consists of four different 
elements plus a training and support 
package. In combination these elements 

HOW WILL THE LMC WORK? WHO WILL BE ELIGIBLE FOR THE LMC?

TENANT AND LANDLORD

DELIVERING THE 
LAND MANAGEMENT 
CONTRACT

CHAPTER Delivering the Land Management Contract1
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Scale Access Ambition
Ongoing 

or one-off 
payments

Universal capital funding
To support the Universal LMC.

Farm holding Universal
Conserve 

and manage

One-off 
payment

only

Universal LMC
A universally available, broad and shallow multi-annual 
payment scheme. This will provide environmental and  
social public benefits.

Farm holding Universal
Conserve 

and manage

Ongoing 
payments

only

Enhanced LMC
A more targeted scheme focussed on enhancement  
and restoration.

Farm holding 
+  

incentives for 
collaboration

Competitive Enhance Both

Landscape scale restoration projects
Large scale projects focused on improving degraded  
areas at scale. 

Landscape Competitive Restore Both

KEY ELEMENTS OF LMC
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Land managers will be expected to 
review their farming practices with 
professional advisers and look for areas 
of improvement that will provide public 
benefits. Having done the review, they will 
then describe how they will change their 
farming practices; with defined actions 
and milestones. Future reviews will look 
back and see whether actions have been 
taken and what more can be achieved.
 
When demonstrated, sustainable 
farming practices will contribute to 
meeting the threshold of public benefits 
that is necessary to receive the premium 
payment. This process would build 
on existing marketing audits such as 
Red Tractor, organic certification and 
LEAF. Other countries have comparable 
requirements and they are a key part 
of demonstrating that those farming 
sectors are sustainable, safe and 
produce to high standards.

Heritage and archaeology

England’s historic environment is 
an important part of our national 
identity. Within the EU heritage was 
de-prioritised in rural development 
programmes despite the fact heritage 
and archaeological features such as 
stone walls, ancient monuments and 
historic farm buildings require ongoing 
management. The LMC will allow 
landowners with historic features to 
access funding to manage these unique, 
precious and vulnerable assets.

Vulnerable rural communities 
and the LMC

Remote rural communities often have 
poorer services, fewer diversification 
opportunities and in upland areas less 
productive soils. These communities have 
value in their own rights but also have 
huge potential to provide public benefits 
such as flood risk mitigation, carbon 
storage and cultural heritage. Due to the 
reduced economic opportunities of these 
areas it is important that the LMC gets the 
incentives right to support land managers 
to produce public benefits from land 
which cannot make a reasonable return 
from agricultural production. 

In most areas the Universal LMC premium 
payment is designed to incentivise 
ambitious delivery of public benefits. 
In non-economic farming systems such 
as those in areas currently defined as 
Less Favoured Areas (LFA) those land 
managers who meet the threshold of 
delivery within the Universal LMC will 
receive the same level of premium as 
those in lowland areas. This level of 
support will require improvements in 
agricultural productivity and efficiency 
but will ensure motivated and skilled 
land managers will remain in these 
areas. This will provide an opportunity 
for land managers in those areas to 
continue to produce the food and 
public benefits that make these areas so 
valuable to England.

Sustainable farming practices

While management on farms to 
conserve and expand the space for 
nature is integral to the LMC, it is only 
part of what modern farm businesses 
can provide. 

How animals are cared for, energy 
consumed, soils managed, fertilisers and 
manures applied and diseases controlled, 
are as important to farm businesses 
and environmental delivery as the 
amount of land assigned to biodiversity. 
Previous schemes have not considered 
these crucial, system wide aspects of  
farm management. 

To address this, sustainable farming 
practices will be an integral part of the 
Universal LMC, with points based on a 
set of sustainable farming metrics which 
could include the following activities:

➜ Animal health and welfare. 	

➜ �Nutrient management for air and 
water protection.	

➜ Pest and disease management.	

➜ Land use suitability.	

➜ Water management.

➜ Soil health.

➜	Climate change adaptation.	

➜ Energy efficiency and climate  
	 change mitigation.

WHY POINTS?

Allocating points to each activity allows for the comparison of activities 
across different outcomes, such as water quality, animal health, carbon 
storage etc. For the Government, points are an efficient and effective way 
of incentivising the activities it wants to prioritise. For rural businesses 
points provide flexibility. 

A land manager could choose to focus on a limited set of high point and 
high value activities such as woodland creation or pollinator strips, or 
they could look to make smaller changes across their whole farm. 

Defining thresholds based on points also allows land managers to create a 
buffer of over-delivery to manage the risk of fines and penalties.

i
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Payment incentives

The Universal LMC will incentivise 
delivery through use of a points 
system with a threshold above which 
a premium is paid. Land managers 
will be paid for the individual activities 
based on the allocated points, but they 
will only access the premium above  
the threshold. 

Integrated woodland 
management 

Forestry and woodland management 
are not within the European Union’s 
competences. This created an artificial 
barrier to integrated land management. 
For example, land managers who 
wanted to access the Basic Payment 
Scheme were encouraged to clear 
isolated trees and woods. 

The LMC integrates woodland 
management into land use planning by 
bringing opportunities for woodland 
creation and woodland management 
into the same scheme as animal welfare, 
environmental and heritage delivery. 

This will allow for more flexible land use 
planning and provide land managers 
with the ability to get the best from 
their existing and new woodland assets 
as part of their wider rural business.

The Universal LMC is designed to 
maximise uptake of ambitious and 
effective environmental, heritage 
and farm management activities 
through inclusive eligibility criteria, a 
straightforward application process and 
commercially attractive payment rates. 

Key features of the Universal LMC:

➜ �Open to all eligible land managers. 
If an applicant meets a minimum 
requirement they will be awarded  
a contract.

➜ �Rolling application windows.

➜ �Multi-annual agreements between 
three and ten years, depending 
on the circumstances of the rural 
business. For shorter agreements 
some activities will not be available.

➜	�Improves delivery of public benefits 
through conserving and managing 
environment and landscape features 
as well as other non-environmental 
public benefits.

➜ �Includes delivery of sustainable farm 
practices to drive best environmental 
practice in farm management and 
land use. 

➜ �A menu of activities relevant to each 
area. Each activity will be allocated 
a set of points and a payment rate, 
with a premium payable across the 
whole area above a threshold. 

Available to all land 
managers who can 
choose from a menu of 
positive land management 
activities. A premium 
payment will incentivise 
ambitious delivery.

THE UNIVERSAL LMC WILL:

➜ �Work with commercial 
businesses.	

➜ �Drive change across 
farm systems.	

➜ �Integrate woodland 
and agriculture.	

➜ �Achieve ambitious  
public benefits.	

➜ �Engage the majority of  
land managers. 

UNIVERSAL LMC

INTERNATIONAL EXAMPLES

Similar sustainable farming models exist around the world. 

The Farm Environment Plan (FEP) in New Zealand helps businesses recognise on-farm environmental 
risks and sets out a programme to manage them1. It is also used to self-audit and demonstrate how good 
management practice is being achieved. Each plan is specific to a given property and will vary according to 
the local climate and soils, the type of farming operation, and the goals and aspirations of the land manager.

The Republic of Ireland’s Origin Green is a Government backed initiative that brings together suppliers, 
producers and retailers to demonstrate the sustainability of Irish produce2. Farmers become members of 
Origin Green by participating in Bord Bia’s (Irish Food Board) Sustainable Assurance Scheme. By becoming 
accredited farmers can demonstrate they are undertaking good practice and access new markets.

i
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➜	�Some capital options will require  
co-investment from non-Government 
sources.

Capital only elements of past and current 
environmental schemes have shown 
high levels of uptake and good value for 
money4. Achieving ambitious targets for 
environmental delivery through land use 
change and management will need on-
going investment. 

The Universal Capital LMC will 
make money available for one-off 
capital improvements to change land 
management practice across a whole 
range of public benefits.

The capital elements of the LMC will 
provide funding to support public 
good delivery such as changes to farm 
systems, gain accreditation, improve 
existing infrastructure and create new 
woodlands. Capital improvements 
that are intended to primarily improve 
business productivity will be managed in 
a separate process set out in the CLA’s 
proposals for farm profitability3.

The Universal Capital will have/be:

➜	Open to all eligible land managers.

➜	Rolling application windows.

➜	�Applicants can apply for this element 
alone but some capital options 
will complement elements of the 
Universal LMC.

if the works benefit some third party, 
such as water company benefitting 
from measures that have the effect of 
storing or cleaning water, there should 
be mechanisms to allow co-funding.

Co-investment

The Universal Capital LMC aims to 
provide public benefits. Accordingly, if 
the works being funded also provide an 
element of private benefit to the farmer 
the amount available through the LMC 
will be reduced to reflect that.  Similarly, 

To support the Universal 
LMC and provide 
standalone improvements 
such as woodland creation, 
improved infrastructure 
to reduce pollution and 
improve animal health.

THE CAPITAL ELEMENTS
OF THE UNIVERSAL  
LMC WILL:

➜ �Improve the 
sustainability of  
farm businesses.	

➜ �Restore and recreate 
natural and heritage 
assets.

➜ �Create new woodlands.

➜ �Improve animal welfare 
and health.	

➜ �Lever in private  
sector funding. 

CHAPTER Delivering the Land Management Contract1

UNIVERSAL CAPITAL LMC

What could be funded Examples of related public benefits

Fences Protect water courses and 
important environmental features.

Restoring historic farm buildings Keep buildings of historic 
significance that contribute to 
landscape and local heritage.

Woody dams Slow flood waters and help  
push water onto the floodplain 
during floods.

New ponds Important habitat for insects and  
the animals that eat them.

Deer high seat Necessary for the control of deer 
which can stop natural regeneration 
in woodlands.

New stiles and gates Increase the accessibility of  
the countryside.

Manure storage Improved animal health and  
cleaner air.

Enriched rearing systems Animal welfare.

➜	�Aimed at enhancing natural features 
or maintaining features already 
enhanced and in good condition.

➜	�Adapted to local targets and 
circumstances.

➜	�Include incentives for landscape scale 
agreements and / or collaboration.

➜	�Include capital and multi-annual 
agreements. Management will 
generally be more complex than that 
offered in the Universal LMC and 
may require targeted advice.

Those rural businesses that have, or wish 
to have, precious natural capital assets 
will be able to access targeted schemes 
to support their creation, management 
and enhancement.

Key features of the Enhanced LMC:

➜	�Competitive but open to all  
land managers.

➜	�Rolling application windows. Can 
be separate to, or linked with the 
Universal LMC as long as activities 
are not duplicated. 

A competitive scheme 
to make targeted, more 
complex improvements to 
land management which 
encourages collaboration.

THE ENHANCED  
LMC WILL:

➜ �Focus on enhancing the 
natural environment.

➜ �Incentivise collaboration 
across landscapes.

➜ �Support complex 
environmental land 
management.

➜ �Target local priorities 
and adapt to local 
circumstances.	

➜ �Contribute to diversified 
rural businesses. 

ENHANCED LMC

improve their knowledge it may be 
possible to make all appropriate activities  
result-based.

To improve the knowledge-base and to 
support improved outcomes as part of 
the available advice, land managers will 
be able to undertake ecological training 
to improve species identification and 
expertise. When accredited, land 
managers will be awarded additional 
points for providing frequent monitoring 
reports of their environmental activities. 

This will increase land manager 
engagement in environmental 
delivery whilst providing cost effective 
monitoring. Ultimately this will improve 
the evidence around land management 
and allow a focus on what works.

These aspects will be included in the 
Universal and Enhanced LMC.

There should be a long-term aspiration 
that all activities within future schemes 
are result-based – where payments 
are linked to providing the outcomes 
sought. Natural England’s ongoing 
Result-based Agri-environment Pilot 
Schemes have demonstrated that 
although environmental performance 
may increase, the administrative 
costs are very high and the evidence-
base about how to achieve excellent 
outcomes is often lacking. 

Within the LMC, it is proposed that 
where activities can be assessed in an 
outcome-based way5 land managers 
will be able to choose whether they are 
to be monitored on actions undertaken 
or on results achieved. Those who 
choose result-based activities will have 
the potential of higher payment rates 
subject to performance.  Over time and 
as administrators and land managers 

GETTING BETTER OUTCOMES ACROSS ALL LMC DELIVERY

RESULT-BASED  
AGRI-ENVIRONMENT 
PILOT SCHEMES

Result-based payments are 
agri-environment schemes 
where farmers and land 
managers are paid for 
achieving a pre-defined 
environmental result or 
outcome. This differs from 
traditional action-based agri-
environment schemes, as the 
farmer has greater flexibility 
in what management they 
undertake. Natural England 
are currently trialling result-
based payments in two areas. 
The results of this trial are due  
in 2019.

i
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CHAPTER Delivering the Land Management Contract1

The Landscape Restoration LMC will 
be a rolling, project-based programme 
that will bring ambition and scale to 
restoring nature in England. Learning 
from the experiences of the Nature 
Improvement Areas (NIA) and other 
landscape scale initiatives, groups of 
landowners, farmers and civil society 
will come together to develop proposals 
for restoring degraded landscapes. 

This aspect of the LMC will support  
the recently announced Nature  
Recovery Network. 

Successful applications will be cross-
sector, bring in funding from outside 
Government and be above a certain 
size. They will also be expected to 
deliver multiple benefits, restoring 
environmental and heritage features in 
a way that contribute to the economic 
and social wellbeing of the countryside.

Land managers in the relevant areas will 
be able to engage, or not, as per the 
circumstances of their rural businesses 
and it will be for those developing 
the applications to make attractive 
propositions to land managers.

Large scale, transformative projects 
have the potential to engage the public, 
deliver benefits to society and the 
economy and supplement diversified 
rural businesses.

Key features of the Landscape 
Restoration LMC: 

➜	Competitive application process.

➜	�Intended to support the restoration / 
creation of habitats across very  
large areas.

➜	�Required to cover at least 5,000ha 
and include landowners. 

➜	Add value to Universal and  
	 Enhanced LMCs.

➜	�Fixed budget for each year with a 
maximum budget per project.

➜	�Local areas will choose a small 
number of schemes to fund.

➜	�Brings in funding from outside 
central Government.

➜	�Funding will be made available to 
develop applications.

➜	Annual application window.

Large scale, competitive 
scheme that will address 
major environmental 
challenges.

THE LANDSCAPE  
RESTORATION LMC WILL:

➜ �Focus on restoring 
degraded ecosystems.

➜ �Bring in funding 
from businesses and 
communities.

➜ �Support Nature Recovery 
Areas and create new 
priority habitats.

➜ �Allow supportive land 
managers to ‘rewild’. 

➜ �Trial new ways of 
working such as  
reverse auctions. 

LANDSCAPE RESTORATION LMC
These bonuses create an incentive for 
neighbours to collaborate along their 
borders to create contiguous areas 
of land managed for environmental 
outcomes, thereby increasing 
ecological connectivity between 
parcels of land. Since cooperation 
is limited to immediate neighbours, 
farmers are unable to choose who 
they cooperate with.

➜	�Facilitating group working by making 
funds available for facilitators and 
group working – Enhanced LMC and 
Landscape Restoration.

•	� Joint applications, where multiple 
land managers – owners and tenants – 
submit a single application will 
be incentivised in the Enhanced 
LMC. This has the potential to 
reduce administrative costs for the 
Government and give landowners 
a greater say in how schemes  
are implemented.

➜	�The Landscape Restoration LMC 
will fund projects that work across 
landscapes to create transformative 
environmental change.

There is a substantial evidence-base 
that demonstrates that coordinating 
environmental activity across multiple 
holdings or single large holdings can 
deliver improved outcomes6. This is 
particularly true for wildlife which 
often relies on a diversity of habitats at 
different scales. 

Ongoing examples such as the Game 
and Wildlife Conservation Trust cluster 
farms and Facilitation Funding provided 
in Countryside Stewardship show that 
empowering and incentivising land 
managers to come together delivers 
improved outcomes and allows  
for innovation.

Different parts of the LMC support 
landscape scale delivery through a 
number of mechanisms, such as:

➜	�Creating local priorities and targets 
based on what specific landscapes 
need – Universal, Enhanced and 
Landscape Restoration

➜	�Incentivising land managers to work 
together when locating activities – 
LMC Enhanced and Landscape 
Restoration.

•	� Bonus payments will be made 
available to those land managers 
who locate environmental activities 
adjacent to similar activities7.  

LANDSCAPE DELIVERY SCALE

If land managers are 
incentivised to work 
together they can 
provide public benefits 
more efficiently  
and effectively.

“

”
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THE DESIGN 
PRINCIPLES 
OF THE LMC

CHAPTER The Design Principles of the LMC2

manager engagement. In developing the 
LMC the CLA reviewed the evidence to 
create a proposal based on what works8.

The UK has been implementing agri-
environment schemes for over 20 years 
and there is a substantial evidence-base 
of what limits and encourages land 

CREATING A COMMERCIAL PROPOSAL  
FOR PROVIDING PUBLIC BENEFITS

How to incentivise positive 
land management

As the Government looks to create an 
agricultural sector that is not reliant 
on direct payment, it is likely that the 
level of remuneration will be the main 
factor land managers will consider when 
engaging in land management schemes. 

Currently payments to land managers for 
a defined activity are exclusively based 
on income foregone and cost incurred. 
This concept emerged from initial 
development of Rural Development 
Programmes in the European Union 
and was ultimately adopted by the 
World Trade Organisation (WTO) in 
the Agreement on Agriculture. To date 
the EU has taken a literal and narrow 
interpretation of these rules and required 
the UK and other member states to do 
so too.

As English policy makers take the 
unprecedented step of reforming 
agricultural support to primarily provide 
public benefits it will become necessary 
to reimagine the incentivisation of 
positive land management.

In a commercial farming sector the Land 
Management Contract will have to 
demonstrate it is a profitable proportion 
compared to agricultural land uses. This 
means the expected profit per hectare, 
accounting for costs, management 
effort and the impact on agricultural 
income, needs to be competitive.

It cannot be assumed that without 
the Basic Payment Scheme (BPS) land 
managers will automatically apply to 
any source of Government funding. 
How future schemes are designed, 
implemented and incentivised will 
determine whether land-based 
businesses will engage with them. 

Current environmental schemes are 
hindered by unattractive payment 
rates, the need for professional fees 
to navigate the bureaucracy, high 
management costs and the risk of 
having to repay some or all of the 
money received for often opaque and 
relatively minor infringement. This must 
change if we are to see more interest in  
delivering public benefits.

PAYMENT RATES THAT CREATE POSITIVE,  
LARGE SCALE IMPROVEMENTS

What drives rural businesses to undertake 
environmental land management? How is this designed into the LMC? 

Payment rates
An attractive financial incentive to undertake environmental 
land management is stressed in all the reviewed literature.

The LMC includes a more practical interpretation of income 
foregone and cost incurred and, in the Universal LMC,  
a premium payment when the level of delivery exceeds a 
defined threshold.

Fit within farm management
Farmers are more willing to adopt positive land 
management which works within their farm business.

The LMC is a voluntary contract. Interested land managers 
will be able to build a LMC from a menu of activities. If a land 
manager wants to receive the premium payment some highly 
effective activities will be required but they will be able to 
decide how these work around the farm business.

Flexibility
Flexible design and implementation is mentioned in all 
of the research reviewed. Whether it be the length of 
contracts, the prescriptiveness of options, or the ability to 
use a farmer’s own local knowledge to decide how they will 
improve the environment.

LMCs will be multi-annual but individual businesses will be able 
to choose a contract length, as long as the agreement is longer 
than three years.

By allowing local adaptation of the LMC through the Natural 
England and Environment Agency 14 Local Area, land 
managers and experts will be able to adjust the LMC.

Previous experience and peer perceptions
Those who have engaged in environmental schemes in the 
past are more likely to participate again. The influence of 
advisers and other land managers is a crucial factor  
in participation.

Within the advice and training that will accompany the  
LMC it is expected that farmer advocates will be used to 
encourage others to engage. The Enhanced LMC will also 
incentivise facilitated agreements of multiple land managers 
working together.

Environmental knowledge and motivations 
Rural businesses with higher levels of environmental 
knowledge are more likely to participate in environmental 
land management.

Advice and training is an essential part of the LMC. As well as 
one-to-many support for interested rural business there will be 
targeted advice and training.

KEY FACT

In 2016 just 6% of CLA 
members said investing in 
the environment provides 

“an attractive return on 
investment”. The same 
survey found that the 
single biggest barrier to 
all investment decisions 
is “not anticipating a 
sufficient return”. The 
absence of a return is 
a major impediment to 
environmental delivery.
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CHAPTER The Design Principles of the LMC2

➜	�Incentivising certain activities within 
the LMC – activities which deliver 
large amounts of public benefits can 
be prioritised by increasing the point 
allocation within the Universal LMC. 

➜	�A premium payment in the Universal 
LMC for those land managers who 
exceed a defined level of delivery – this 
payment rate will make undertaking 
ambitious land management a viable 
part of a rural business.

In the short term the priority should be 
to set payment rates to incentivise the 
desired level of delivery. Within the LMC 
this is achieved by:

➜	�Shifting the calculation of income 
foregone from the average farm 
(50th percentile) to a high performing 
farm (90th percentile). This will 
make undertaking positive land 
management a rational commercial 
decision on 90% rather than 50%  
of farms.

How is this achieved in the LMC?

CLA ANALYSIS

Concepts such as natural capital and ecosystem services can be used to 
provide a financial value for a defined environmental feature. These calculations 
use environmental economic valuation techniques to determine how much 
society ‘values’ specific management changes. By determining and annualising 
the Total Economic Value (TEV) of a specific land use change, a payment for 
providing ecosystem service could be set. 

This should not be the basis for payment rates as these techniques are not 
able to provide the necessary level of farm specific detail, they are also highly 
subjective and undervalue many important benefits notably biodiversity.

There is a need to use 
a practical and realistic 
basis for incentivising 
land managers to 
provide public benefits. 
Income foregone and 
cost incurred should be 
considered the floor for 
any payment rate.

“

”

...the priority should be 
to set payment rates to 
incentivise the desired 
level of delivery.

“

”

➜	�Limits effective activities at scale13  – 
for most farms environmental land 
use is an economically marginal land 
use as the full cost of delivering is 
rarely met.

➜	�Does not support high nature upland 
farms14 – Farms in many upland 
systems have insufficient income to 
forego and therefore any payment 
based on that rate will be insufficient 
to support that business, causing the 
related public benefits to cease.

There is a need to use a practical and 
realistic basis for incentivising land 
managers to provide public benefits. 
Income foregone and cost incurred 
should be considered the floor for any 
payment rate. If the Government wants 
to meet its objectives of improving  
the environment it will have to provide 
a more attractive proposal than  
current schemes.

The World Trade Organisation (WTO) 
has created an international framework 
for domestic agricultural policies 
to ensure that they are not trade 
distorting. The related rules do not limit 
the Government’s ability to go beyond 
income foregone and cost incurred 
and implement the Land Management 
Contract. Further analysis is set out in 
Appendix B (P.32) of this report.

The evidence is clear that payments 
based on income foregone and cost 
incurred alone:

➜	�Discourage more efficient farmers9  – 
as those farmers expect higher 
income from an area than the rate 
set by the Government which is 
based on a sectoral average10.

➜	�Does not prioritise those activities 
that deliver multiple benefits11 – as it 
is not possible to further incentivise 
activities that deliver many benefits.

➜	�Insufficiently incentivises continued 
good management of existing 
features12 – as the ‘income foregone’ 
of continuing management is 
effectively zero.

➜	�Discourages permanent land use 
change – as it limits future potential 
‘income foregone’.

➜	�Creates perverse incentives – land 
managers can flip land between, for 
example, arable farming and ‘arable 
reversion’ options in agri-environment 
schemes. Arable reversion options 
have high payment rates as there is 
a large amount of income to forego 
when changing from an arable to 
livestock system.

What are the current problems with income  
foregone and cost incurred?
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THE PUBLIC 
BENEFITS 
WITHIN 
THE LMC

CHAPTER The Public Benefits within the LMC3

The LMC can make a major 
contribution to addressing the 
challenges of rural England, 
creating a more resilient, 
beautiful and sustainable 
countryside. This will be 
achieved through multi-annual 
contracts for the delivery of 
specified activities and outcomes 
alongside capital payments 
to improve infrastructure and 
practices for individual farms  
and collaborative working.

Examples include agro-forestry, adapting 
to climate change, managing heritage 
features, biosecurity and air quality.

There must be a clear regulatory baseline. 
The LMC will only apply to activities that 
go beyond legal requirements. It will 
not reward basic compliance with the 
law. If a farmer fails to comply with the 
law, they stand to be penalised by either 
criminal or civil sanctions.

The table on the following pages shows 
the breadth of public benefits that 
the LMC could provide, what sort of 
activities might be included, why those 
benefits matter to society and how the 
LMC will deliver it.

Current agri-environment schemes are 
limited in scope by tight budgets and the 
policy competences of the EU. The result is 
a set of schemes which do not encourage 
change across the farm system, which 
treat farmed land and forestry as 
incompatible and which have ignored 
many of the public benefits that can be 
provided by positive land management. 
These policies have demonstrably failed 
to deliver the ambitions of Government 
or land managers. 

As England moves beyond the CAP, 
land management policies should be 
more ambitious in scope and in their 
integration of land uses. The LMC will 
allow landowners to undertake activities 
prioritised in current schemes, such as 
enhancing wildlife and clean water, but 
will go further and achieve outcomes 
currently omitted or marginalised which 
are crucially important to a vibrant, 
sustainable countryside.

WHAT WILL THE LMC PROVIDE?

The LMC will be more 
ambitious in its scope 
and scale than anything 
seen before.

“

”

recent years also demonstrates that this 
level of investment is a good use of public 
money and will contribute to enhancing 
the environment and creating vibrant 
resilient communities15.

Yes. The Government has rightly been 
praised for its recent environmental 
ambition. Citizens and businesses see the 
benefit of enhancing the environment. 
This investment also makes sense 
economically. Evidence collected over 

IS IT WORTH IT?

KEY FIGURES

➜	�Evidence shows that widespread implementation of agri-environmental schemes can enhance 
populations of breeding farmland birds.16,17  

➜	�Land management schemes support jobs and generate spending in the local economy. Research 
indicates that existing spend generates further annual spending in the economy of between 
£178 million and £847 million and sustains between 1,800 and 15,000 jobs.18,19 

➜	�Environmental schemes deliver savings of 3.46 million tonnes of CO2 equivalent per year, 
which is an 11% reduction in greenhouse gas emissions for the agriculture, forestry and land 
use sectors.18

➜	�To date agri-environment schemes have removed 820 scheduled monuments from the 
Heritage at Risk Register and ensured thousands more are not added.

➜	�A conservative assessment places the total economic, environmental and recreational  
value of UK woodlands at around £270bn.20

➜	�UK Government figures show that getting 75% of England’s rivers, lakes and wetlands healthy 
would benefit the economy by £8.5 billion.21

The CLA wants to see the level of 
investment in rural businesses remain 
stable. Within England this will require 
the Government continuing to invest at 
least £2.2bn/yr in the English countryside, 
in real terms for the next 25 years.  
As English agriculture transitions away 
from the CAP the Government must 
make available the tools and support so 
farmers can adapt their farm businesses. 
After that period, the vast majority of 
this budget should be allocated to the 
Land Management Contract.

Having committed to being the first 
Government to leave the environment in 
a better condition than it inherited it is 
incumbent upon the UK Government to 
put in place policies to achieve that goal. 
As recognised in the 25 Year Environment 
Plan it will not be possible to achieve 
the Government’s objectives without 
an adequately resourced environmental 
land management system.

HOW MUCH WILL THE LMC COST?
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CHAPTER The Public Benefits within the LMC3

Public benefits provided by the LMC What sort of activity is covered? Why is it needed? How will the LMC encourage it?

Thriving wildlife
➜ Creating, restoring and managing wildlife habitats.
➜ Providing food over winter for farmland birds.
➜ Clearing invasive-non-native-species.

➜ There is no market return and often significant costs to     
    carrying out work for biodiversity. 
➜ Many wildlife metrics show continual decline.

➜ Funding for capital and multi-annual work to benefit biodiversity.
➜ Targeted habitat and species interventions.
➜ Supporting organic systems.

Reduced flood risk

➜ Smaller scale measures such as attenuation ponds, leaky dams  
     and tree planting.
➜ Measures which are intended to primarily reduce flood risk will       
     remain part of the flood risk management planning processes. 

➜ If supported by advice, mapping and a consideration of  
     liability issues, small scale intervention can reduce peak  
     flows and reduce the severity and intensity of flood events.22

➜ Providing capital and multi-annual support across all aspects of  
     the LMC. 
➜ Large-scale woodland creation.
➜ Encouraging agro-forestry.

Cleaner water
➜ Capital funding for more precise use of nutrients and pesticides. 
➜ Creating buffer strips which stop soil getting into water.

➜ Investing in precision farming equipment and creating  
     buffers by taking land out of production has a cost that is  
     not met within the market.

➜ Capital and multi-annual payments across all aspects of the LMC.
➜ Enabling sustainable farming practices that reduce losses of       
     nutrients, soil and pesticides.

Improved health and wellbeing  
through public access

➜ Improving footpaths and bridleways. 
➜ More facilities, including for less able visitors. 
➜ Signage to reduce animal disturbance and improve health  
     and safety.
➜ Targeted linear and area based permissive access. 

➜ Although the UK has an extensive network of public rights  
    of way it is not fully utilised.
➜ Better infrastructure is key in encouraging all people to  
     enjoy existing public access. 
➜ To assist in providing a more flexible and adaptable system      
    which can be tailored to suit specific needs.

➜ Capital payments to establish necessary infrastructure to improve  
     ability to access nature and green spaces.
➜ Multi-annual payments for improvements to access including      
    targeted permissive access.

Enhanced heritage and  
archaeological features

➜ Clearing scrub from archaeological features. 
➜ Restoring traditional farm buildings.
➜ Protecting historic hedges and stone walls.

➜ Heritage and archaeological features are irreplaceable but  
     many are threatened or in a declining state. 
➜ Maintenance is expensive and not supported by the market.

➜ By providing capital and multi-annual funding for restoring,  
     enhancing and maintaining heritage and archaeological features.

Educational visits
➜ School trips. 
➜ Green prescriptions where patients are encouraged to visit the  
     countryside to improve their physical and mental health. 

➜ People are becoming disconnected from the food they eat  
     and the natural world.  
➜ Hosting visits comes with high added costs and liabilities  
     for providers.

➜ Land managers will be able to access capital funding to be  
     trained in educational visits. 
➜ Accredited land managers will be paid per visit.

More carbon storage
➜ Protecting and creating wetland. 
➜ Planting trees. 
➜ Protecting permanent pasture.

➜ Healthy carbon stocks are crucial in addressing climate  
     change globally.23   
➜ Currently no or very limited market value can be derived  
     from carbon storage.

➜ By providing capital funding to create new carbon stores in soils  
     and biomass, as well as protecting existing storage through  
     multi-annual payments.  
➜ Relevant actions will be identified in sustainable farming plans.

Improved animal health  
and welfare

➜ Supporting more efficient use of antibiotics.
➜ Encouraging accreditation in higher welfare standards.
➜ Modern infrastructure. 

➜ Society prefer high welfare standards but few pay the  
     additional associated costs. 
➜ Increased anti-microbial resistance (AMR) poses risks  
     beyond agriculture.

➜ Capital payments for infrastructure improvements. 
➜ Incentivising sustainable farming practices such as biosecurity and  
     welfare plans to reduce risks.

Better soils

➜ Incentivising longer rotations.
➜ Continuous soil cover.
➜ Encouraging soil organic matter.
➜ More under-sowing cereals and maize.

➜ Good soil health underpins farming and food production  
     but also is a rich source of biodiversity and plays key roles in  
     managing water quality, availability and flooding risks.

➜ Multi-annual funding for ongoing actions for and capital funding  
     for one-off investments. 
➜ Incentivising sustainable farming practices, such as organic and  
     agroforestry  to improve soil health.

Cleaner air quality
➜ Improved storage and management of manures and slurries.
➜ More precise use of nutrients.
➜ Covers for slurry stores.

➜ Nutrients are key inputs for producing food but investments  
     to keep up with best practice technology are costly and  
     inhibit uptake.

➜ Multi-annual payments for improved nutrient management plans. 
➜ Capital funding to encourage greater investment in technologies  
     which reduce the impacts on human health and nuisances.

Lower greenhouse  
gas emissions

➜ More efficient machinery. 
➜ Use of lower emission fertilisers.
➜ Protecting wetlands and peatland to stop carbon ‘leakage’.

➜ Agricultural emissions will have to reduce if the UK is to  
     meet its existing carbon budgets and commitments under  
     the Paris Agreement.

➜ Multi-annual payments for practices such as reduced tillage and  
     abated fertiliser. 
➜ Targeted support for areas of high importance, such as peatlands.

Thriving rural communities ➜ Land management expertise in remote areas.
➜ Maintenance of services in rural areas where agricultural    
     production alone is non-economic.

➜ Multi-annual payments to supplement land management in areas     
     of natural constraint and high landscape value.
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LOCAL ADAPTATION 
AND ADMINISTRATION

GOVERNANCE, ENGAGEMENT  
AND ADMINISTRATION

KEY POINT

Competition and 
innovation 

One of the benefits of de-
centralising the management 
of the LMC would be to 
create opportunities for 
innovation and competition.
For instance, a league table 
of the 14 areas performance 
in terms of paying applicants, 
completing applications, 
environmental outcomes 
and co-investment would 
drive improvements in 
customer service and 
encourage new ways  
of working.

KEY POINT

National policy makers 
should step back and focus 
on supporting those who 
are best placed to improve 
the environment and rural 
areas; those who live and 
work there.

CHAPTER Local Adaptation and Administration4

and Forestry Commission. Decentralising 
decision making to these areas will 
create opportunities for land managers 
to influence how the LMC is delivered in 
their local area.

To be effective and to ensure that 
applicants are not faced with a “postcode 
lottery” this prioritisation should be 
achieved transparently and within 
nationally monitored limits and rules.

Farmers and land managers have a 
wealth of knowledge about their local 
environment. As we leave the EU, 
the local expertise of land managers, 
farmers and environmental authorities 
must come to the fore. 

To achieve this there should be a 
presumption that it is the farmers, land 
managers, local experts and authorities 
who are best able to set their priorities 
and plans, not central Government.

This can be achieved by putting the 
emphasis of delivering the LMC to the 
14 local areas recently created by the 
Environment Agency, Natural England 

Local prioritisation and adaptation

and related prescriptions could be 
adapted to account for this. Equally, 
farmers in a local area might wish to 
change elements of schemes to reflect 
their circumstances such as longer 
growing seasons in southern uplands 
meaning stocking numbers need to be 
higher than in northern areas.

There will need to be a process for 
managing changes to the scheme in local 
areas. This will ensure local adaptations 
are effective, transparent, fit within wide 
Government objectives and are based on 
robust evidence. This could involve some 
form of local and national committee 
structure with clear delegated authorities 
and process for change. 

The national and local LMC committees 
would be managed via Defra and its 
agencies but have representatives from 
key stakeholder’s groups. The role and 
responsibilities of the national agencies 
and 14 local areas are set out in the 
following table on page 24.

Within the 14 local areas it would be 
possible to adapt the LMC to reflect the 
needs of that specific area. Local areas 
could adapt the LMC by:

➜	�Adapting the points allocated to a 
specific activity within the Universal 
LMC to encourage its uptake.

➜	Creating new activities.

➜	Adapting activities to reflect  
	 local circumstances.

Local land managers must be involved 
in these processes. Evidence from the 
Game and Wildlife Conservation Trust 
farm clusters, Moors for the Future, 
Nature Improvement Area (NIA) and 
multiple other initiatives suggests that 
working with farmers to implement 
what they want to see can be more cost 
effective than imposing requirements24. 

Local areas might wish to propose 
changes to existing or create new LMC 
activities where there is a demonstrable 
need. For instance, hay making seasons 
differ in different parts of the country 

Empowering local areas and land managers

CLA ANALYSIS: ENGLAND’S DIVERSE COUNTRYSIDE

The landscape, geology and cultures of England’s farmed environment is 
hugely diverse. It is a folly to create a single grazing regime for the rolling 
lowlands of east Devon, sandy soils of Cambridgeshire and the drumlins of 
Cumbria. Yet that is the reality of current schemes.

The Government’s 25 Year 
Environment Plan states 

“at a local level we want 
environmental effort to be 
guided by the goals we have 
outlined [in the plan] but also to 
reflect local needs and priorities”.
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THE CURRENT APPROACH TO INSPECTIONS

For cross-compliance, on-farm inspections are required on a minimum  
of 1% of farms for most measures, while certain high-risk measures –  
such as livestock identification – are set at 3%.26 

For AES, 5% of agreements within their first five years are inspected, 
reducing to 2.5% of agreements which have run for longer.27 

One-quarter of these are selected randomly and the remainder are 
selected based on a regularly-reviewed analysis of risk which selects 
agreements which are statistically most likely to be in breach.

i

What is their role over… National Local area

…what the budget is ➜ Set at the national level in       
     accordance with the UK framework.

➜ No role.

…who gets a contract ➜ Sets rules for how contracts are  
     awarded (point threshold /  
     scoring process).
➜ Audits local areas to ensure  
     adherence to the rules.
➜ Signs off proposed changes.

➜ Manages process and awards  
     contracts.
➜ Able to change some elements of  
     contract award such as points  
     and scoring thresholds – with  
     national oversight.

…how the contract is managed ➜ Set rules for managing the contract.
➜ Allocates budget to local area.
➜ Resolves disputes.
➜ Audits local areas and produces  
     public reports on a) time taken to  
     pay payments b) time from  
     agreement application to  
     agreement starting.

➜ Manages contracts.
➜ Asks national body to resolve  
     disputes where necessary.
➜ Reports on how long it takes that  
     area to a) pay a payments  
     b) issues an agreement.

…what activities can  
    be undertaken

➜ Defines a national set of activities  
     that can deliver specific outcomes.
➜ Define standards for specific       
     activities.
➜ Via the National LMC Committee  
     signs off local adaptations /  
     proposed activities.

➜ Able to adapt and propose  
     new activities.

…which activities and outcomes  
    are prioritised

➜ Sets rules for minimum spend  
     against specific outcomes  
     (e.g. water quality).
➜ Sets rules for maximum / minimum  
    point allocation against  
    certain activity.

➜ Able to adapt scoring / points to  
    incentivise preferred outcomes.

Summary of the role of national and local bodies in managing the LMC in England

CHAPTER Local Adaptation and Administration4

Within the LMC it is proposed that each 
local area in England (NE/EA/FC areas) 
is allocated a budget for training and 
advice and that they allocate according 
to local need. Advice should include a 
combination of one-to-many training 
and support for the Universal aspects of 
the LMC and more targeted advice to 
land managers interested in accessing 
the Enhanced LMC and benchmarking. 

Evidence from past land management 
schemes show that providing advice 
improves outcomes in the short and long 
term25. Within the farming community, 
the levels of skill and experience in 
providing environmental and other public 
benefits available vary substantially

If the Government wants the provision 
of land based public benefits to increase, 
land managers must have access to 
appropriate advice and training so 
that they can meet these increased 
expectations across all parts of the LMC.

Advice, facilitation and training

Predictability of payment is crucial 
for rural businesses managing cash 
flow and quarterly tax reporting. 
The Government intends to create 
a commercial farming sector in 
England. If they wish to work  
with such a sector they must be a 
reliable partner.

➜	��Payment agreements: 
	� Payments should be made on a 

quarterly basis assuming the land 
manager meets their obligations 
with regard to evidence and public 
benefit delivery. Land managers will 
be expected to submit two evidence 
claims each year. The first on month 
six and the second on month twelve 
across their contracted period. 

➜	��Penalties:
	� Any farmer who fails to comply 

with an obligation under their LMC 
will be required to repay an amount 
equivalent to the amount payable 
for that obligation deducted or have 
the amounted deducted from the 
next payment, plus interest at the 
standard rate. 

➜	Inspections: 
	� The inspection regime can be managed 

to provide appropriate assurances of 
delivery quality and audit trail. This will 
include targeted inspections based on 
earned recognition. 

How future land management schemes 
such as the LMC are administered should 
not be an afterthought. The experience 
of the current agri-environment scheme – 
Countryside Stewardship – shows that 
poor customer experiences will put off 
rural businesses. The key principles to 
achieve success are:

➜	�Engaging in the LMC: 
	� Using technology to enable simple 

filters for relevant options based on 
location and land use. 

Interested land managers should  
be able to provide basic information 
and then be presented with a menu 
of activities that are applicable to 
their farm and that meet  
local priorities.

➜	�Application dates: 
	� Rolling application windows and 

start dates will provide flexibility 
for applicants and more even 
administration for Government.

➜	�Payment obligations:
	� As with any standard contract, 

payment terms must be met or the 
party missing their obligations, in this 
instance the Government will incur 
interest payments.

Simple and effective administration

Being a contract, the LMC will also need to contain standard boilerplate clauses relating 
to matters such as pre-contract representations, severance and third-party rights.

The contract

KEY FIGURE

In a recent CLA survey 48% 
of respondents felt that 
they didn’t have sufficient 
environmental skills in  
their business

How future land 
management schemes 
such as the LMC are 
administered should 
not be an afterthought. 
The experience of the 
current agri-environment 
scheme – Countryside 
Stewardship – shows 
that poor customer 
experiences will put off 
rural businesses.

“

”
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3.	 Competent administration
Locally adaptable schemes with 
streamlined administration and 
mechanisms to ensure both parties meet 
their contractual obligations. This means 
Government paying on time, and land 
managers achieving the targets they set 
themselves.

4.	 Flexibility 
Contracts must be able to adjust to 
the reality of England’s diverse land 
ownership and geography. The coming 
years will likely also see substantial 
change in farming. Future schemes 
must adapt with, not work against 
these changes.

With the LMC the CLA has provided a 
model for future environmental land 
management schemes that meet these 
foundational requirements. 

The LMC would, if taken forward, provide 
a significant amount of public benefits 
through a high level of land manager 
engagement. Ambitious delivery will 
only be achieved through a system that 
makes ambitious environmental, animal 
welfare, heritage and other public 
benefit delivery a financially sensible 
proposition. This is the mark that the 
CLA and its’ members will assess future 
Government proposals against.

If England’s countryside and rural 
businesses are to both thrive there are 
four foundations future schemes must 
build from: 

1.	A sufficient budget with long 		
	 term security 
The countryside faces a set of major 
challenges which require long term 
funding to address. The Government 
must commit to maintaining at least the 
current spend in real terms. In England 
current spend is £2.2bn/year. 

2.	 Getting the incentives right
Moving beyond income foregone / cost-
incurred and using premium payments 
so that commercial land managers 
are incentivised to provide substantial  
public benefits.

THE FOUNDATION OF A SUCCESSFUL 
PUBLIC BENEFITS SCHEME

CONCLUSION 
AND NEXT STEPS 

KEY POINT

If implemented, the LMC 
would make a substantial 
contribution to achieving 
the Government’s goals as 
set out in the 25 Year Plan 
for the Environment whilst 
enhancing England’s  
rural economy.

As the UK leaves the EU, alongside 
changes to trading, regulation and 
labour the Government wants to 
fundamentally reform agricultural 
policy. At the heart of these reforms 
is a move to a “payment for public 
benefits” model. 

Such a model is a good use of public 
money with huge opportunities for 
land managers, the environment 
and the rural economy. But, realising 
these opportunities should not be 
taken for granted. If designed and 
delivered poorly there is a real risk 
that land managers will not engage in 
the scheme and a golden opportunity 
will have been missed. Ensuring 
that the future land management 
schemes incentivise the majority 
of land managers to engage in the 
scheme is fundamental to delivering 
the vision set out in the Government’s  
25 Year Environment Plan.

CHAPTER CONCLUSION AND NEXT STEPS5

Alongside future environmental land 
management, it is imperative that 
Government bring forward policies to 
encourage and assist farmers to become 
more productive and profitable whilst 
also allowing greater diversification. 
Providing public benefits through 
the LMC or other schemes will be an 
important part of land-based businesses 
in the future, but in most instances 
viability and success will be dependent 
on whether they can make a profit 
from producing crops and livestock 
and developing other commercial 
opportunities on the land.

Future policy must look beyond the 
scope of the CAP and empower rural 
businesses to deliver their full potential 
of public benefits. This means, as well as 
promoting environmental delivery such 
as biodiversity and water protection, 
land managers should be incentivised to 
adopt farming practices and woodland 
management that improve soil, water 
and air quality, reduce greenhouse gas 
emission, protect heritage assets and 
improve animal welfare. All of these 
activities are demonstrable public 
benefits and investing in them has a 
positive return for the Government.  
The LMC has set out how this should  
be achieved. 
 

MORE THAN ENVIRONMENTAL 
LAND MANAGEMENT
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CHAPTER CONCLUSION AND NEXT STEPS5

Future work related to the LMC will 
include farm level economic modelling 
to quantify the impact on rural 
businesses on the LMC. These models 
will also be used to test emerging 
Government proposals to test whether 
future schemes are financially attractive 
for rural businesses. 

The CLA will continue to work with 
Government and its members to 
minimise the risks presented by the 
Government’s proposals and make the 
most of the opportunities in relation 
to trade, regulation, labour and future 
agricultural policy.

With regard to future agricultural policy, 
the CLA will be setting out the policies 
the land-based sector needs to become 
more profitable and productive and 
how the potential of the broader rural 
economy can be realised.

NEXT STEPS

... CLA will be setting out the policies the  
land-based sector need to become more  
profitable and productive.

“
”
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The Agreement on Agriculture 
also includes a number of different 
programmes that a country can notify 
against. These programmes include 
allowable levels of trade distorting 
support via de minimis payments or 
the Aggregate Measure of Support. 
Within a fixed budget there are no limits 
on how this money is spent. England 
is likely to have around £1bn/year to 
spend under de minimis and a share 
of the EU’s €72bn available Aggregate 
Measure of Support.28

There are also defined Blue Box – trade 
distorting but with conditions – and 
Green Box – not trade distorting – 
programmes. Each of these different 
elements can be combined and this 
creates substantial flexibility. Most 
countries notify multiple programmes 
such as:

➜	�Resource retirement – where land 
is removed from production for at 
least five years. 

➜	�Decoupled area-based payments – 
like the Basic Payment Scheme. 

➜	�Environmental programmes –  
such as agri-environment schemes.

➜	�Regional assistance programmes – 
such as payments for areas of  
natural constraint. 

The WTO has an important influence on 
agriculture policy. It seeks to reduce trade 
distortions and manage trade disputes 
across the international community. The 
WTO, via the Agreement on Agriculture 
define ‘trade distorting’ and ‘non-trade 
distorting’ agricultural subsidies. The 
WTO and its members have agreed 
limits on the total amount of ‘trade 
distorting’ support with the intention 
of reducing them over time. Non-trade 
distorting subsides are not limited but 
must meet defined criteria and members 
must publish annually how much money 
they are spending and whether or not it 
is trade distorting. Other WTO members 
can challenge these notifications.

The WTO is a political forum and 
members will only challenge other 
members where there is a strategic 
benefit to doing so.

The Agreement on Agriculture does 
not include detailed definitions of how 
the various criteria should be assessed. 
Currently the EU takes a narrow and 
limited interpretation of these criteria. 
Post EU-exit, English policy makers will 
be able to use a reasonable but more 
practical assessment of these costs 
within their calculation of payment rates. 

DO THE WORLD TRADE ORGANISATION RULES LIMIT  
THE GOVERNMENT’S ABILITY TO IMPLEMENT THE LMC?

In combination a suite of programmes 
based on different elements of the 
Agreement on Agriculture could be 
consistent with the WTO, limit trade 
distortion whilst meeting domestic 
policy goals. The LMC, for instance, 
could be notified under the four Green 
Box programmes set out above.

The CLA view shared by others29 is that, 
assuming a genuine desire to deliver 
public goods, WTO rules should be 
considered something to check future 
proposed UK domestic support against, 
but they do not constrain the ability of 
the UK to create effective land use policy.
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