


Structure of Presentation

1)What is the relevance of the public goods debate

| with rural development policy ?

" . 2)What is and what is not Public Good?
 3) Why do we care about Public Goods?
 4) The issue of Externalities

e 5) Which rationale applies?

e 0) The issue of Jointness

e 7)Jointness & Reference Point

e 8) Issues to be resolved

e 9) Some examples & opportunities




What is the relevance of the public goods debate
with rural development policy ?

Future of Direct Payments
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Classification of Goods: Basic Terms
and Definitions

Two Criteria for Classifying Goods

fully rival

&
S PRIVATE
complete

excludable

t
|
|
|
|
|

non rival

&
excludable




Typology of Goods
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Degree of Excludability
High
Common Property Private Goods
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Why do we care for Public Goods ?

— { Market Failure

Free Riding |

State Provision

v

Club Provision

Merit Goods

State finance



Which are the Agricultural Public Goods?

D. Broamley,2000: Rural Amenities,
Environmental services, Biodiversity and Provision of habitats

Supporting services:
-Soil structure and fertility
~Nutrient cveling

-Water provision

-Genetic biodiversity

Regulating services:

-Soil retention

-Pollination

~-Dung burial

-Natural control of plant pesis
-Food sources & habitat for
beneficial insecis

-Water purification
-Atmospheric regidation

Ecosystem dis-services:
-Pest damage
-Competition for water from
other ecosystens
~-Competition for pollination

Source: Zhang et al, 2007
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Provisioning services:
food, fiber, and fuel
production

Non-marketed services:
-Water supply

-Soil conservation

-Climate change mirigation
-Aesthetic landscapes

-Wildlife habitar

Ecosystem dis-services:
-Habitar loss

-Nurtrient runoff

-Pesticide poisoning of
non-target species

_____
________

Feedback effect of dis-services from agriculture to agricultural input (c.g.,
removal of natural enemy habitat can encourage pest outbreaks)




Agricultural landscapes

Farmland biodiversity

Water quality

Water availability

Soil functionality

Climate stability - carbon storage

Climate stability - greenhouse gas emissions

Air quality
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Resilience to flooding

Resilience to

fire

Institute o
European
Environmental
Policy



The Idiosyncratic Nature of Public goods

the key elements of publics goods provided by

agriculture are:

a) some of them exhibit the characteristics of

externalities.

b) market and non-market goods are jointly

produced.
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externalities
Reducing a public “bad” equals Providing a Public “good”
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Nutrient Pollution as typical negative externality Page 10



What is a legitimate rationale ?

Polluter Pays Principle Provider Gets Principle
(PPP) (PGP)

* One of the fundamental | ¢ Hanley et al (1998)
principles of EU
Environmental Policy

* Treaty on the Functioning
of the European Union,

e Part Three: Policies and
Internal Actions of the

Union, Beneficiaries
. : Pays Principle
e Title XIX: Environment, (BPP)

Article 191 (2008)




$

Opportunity (income) Forgone: Article 39
regulation 1698/2005 (on support for rural
development by the European Agricultural

Fund for Rural Development)

Y

How can be justified?

Property rights: Who has the right to
do what?? (we can go forever)

or
Variation of Coasian Argument ???

Kaldor Hicks Compensation722_|
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Payments for Environmental Services (PES)

Environmental
Intensive Environmental Friendly
Farming Friendly Farming
Farming with payment

Benefits to
land users

External
Costs

max > PES > min

(adopted after Pagiola & Platais,2005)




— technical
interdependencies

JOINTNESS | —

—— Non-allocable input

I

ZC Y >C(ZYJ == [Economies of scope|

CQ+C G >C QG

Q: Livestock output

G: Biodiversity (in terms of species richness)
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JOINTNESS & REFERENCE POINT

How to assess the reference point

in the case of joint production of market

and non-market goods?

Level of Environmental
Performance which farmers
should comply with at their own
cost (Buckwell A., 2009)
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Jointness & Low Demand for G

4 MC’ Q,G

MC G

NO case for environmental payments
Over-supply of Public Goods
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Jointness & High Demand for G

4 MC’ Q,G

Demand for G

GP, G G,Q

Case for environmental payments
Under-supply of Public Goods
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Jointness & High Demand for G

MC’ Q,G

Demand for G

Gp G G,Q

PES > ‘

Incentive compatible payment for environmental service
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Issues to be resolved

Theoretca

1) Additionality 2?7 » 1) Justifying principle
2) Multiple Policy Objective

2) Reference Point _
(Tinbergen Rule)

Appropriate Mix of Policy Instruments
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- | Services provided by extensive olive groves ”

L Ee =

*Production of high quality product

*Erosion control (terraces)
sLandscape (walls and terraces)
Cultural goods and service
Biodiversity
*Fire control

*Flood control

*Water quality and quantity

*High nature value farming areas




* Production
— Food, Fibber, Energy
* Environment
— Erosion control (terraces)
— Landscape (walls and terraces)
— Biodiversity
— Fire control
— Flood control
— Water quality and quantity
— Low carbon production of goods and services
— Carbon storage
— Microclimate regulation
— ¢+ «Urban»
— Open space
— Amenity
— Quiet areas
2 — Quality residence
.~ » Cultural goods and service




Opportunity for Greek policy makers

« Approximately 70% of the Greek UAA (cultivated

+ grazing) low Intensity farming systems ieep, 1904.

« Potential High Nature Value areas. More recent

eS'[Ima'[IOnS 59% Paracchini et al, ( 2008)

« Reorientation of policy measures 1st and 2"
Pillar.




