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Abstract

The current debate on the use of property rights as an instrument to progress
ecologically sustainable development in rural Australia is circumscribed by
agricultural fundamentalism, by commaodification and by command and control
processes in rural programs. This reinforcing loop constrains our progress by
making more difficult the creative processes that are essential to problem
definition and solution.

This paper explores some of the constraints we place upon ourselves in
dealing with these problems. The central theme of the paper is that our
mindscapes, the pictures we have of rural Australia, are agricultural centric,
based on questionable analyses, and are reinforced by our institutional
cultures, structures, and processes.

Introduction

"It is not enough to teach people how to swim better in a tide, a time comes
when people have to do more than swim more effectively. They have to get
together and say- This river seems to be going in the wrong direction and
somehow it has to be stopped---and it has to be redirected" (Wiseman,
1998).

In the decade since publication of the Australian government policy on
ecological sustainable development there have been countless
pronouncements, conferences, workshops and legislative initiatives to give
effect to the policy. There is a focus currently on the definition and use of
property rights as an instrument to achieve improved environmental
management, especially in relation to water.

The purpose of this paper is to highlight the importance of the broader
institutional settings within which policy instruments are applied and the
dangers inherent in placing too great a reliance on a particular policy
instrument.

The paper begins by describing the meaning of environmental management
and institutions and the importance of concepts. There follows an analysis of

1Paper presented to the Arid Land Administrators Conference, Emerald, Queensland, 7th August 2002 and
to Murrumbidgee Landcare Forum 16thAugust 2002. Synapse Research and Consulting received financial
support from the Queensland Department of Natural Resources and Mines in preparing this paper, but the
paper does not necessarily reflect the views of the Department or of the Queensland Government or of the
Murrumbidgee Landcare Association.

2 Synapse Research and Consulting, PO Box 3746, South Brisbane 4101. Telephone: 07-38442370. E-mail:

syncons@ozemail.com.au.
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the economic foundations of rural policies leading into a discussion of some
aspects of an institutional framework within which to define and allocate
property rights; and hence to progress the goal of ecological sustainability.

What is Environmental Management?

Environmental management or natural resource management is defined as the
management of the potential and realised impacts of people on the
environment with the purpose of attaining ecologically sustainable
development (ESD); that is using, conserving and enhancing the community's
resources so that ecological processes, on which life depends, are maintained,
and the total quality of life, now and in the future, can be increased
(Commonwealth of Australia, 1992).

The core objectives of the national strategy for ESD are:

e to enhance individual and community well-being and welfare by
following a path of economic development that safeguards the welfare
of future generations;

e to provide for equity within and between generations; and

e to protect biological diversity and maintain essential ecological
processes and life-support systems.

The guiding principles adopted in Australia for achieving ESD are:

e Decision making processes should effectively integrate both long and
short-term economic, environmental, social and equity considerations.

e Where there are threats of serious or irreversibly environmental
damage, lack of full scientific certainty should not be used as a reason
for postponing measures to prevent environmental degradation.

e The global dimensions of environmental impacts of actions and policies
should be recognised and considered.

e The need to develop a strong, growing and diversified economy that
can enhance the capacity for environmental protection should be
recognised.

e The need to maintain and enhance international competitiveness in an
environmentally sound manner should be recognised.

o Cost effective and flexible policy instruments should be adopted, such
as improved valuation, pricing and incentive mechanisms.

e Decisions and actions should provide for broad community involvement
on issues that affect them.>

3 This principle, as discussed by Stein (2000), is reinforced by Principle 10 of the Rio Declaration on
Environment and Development, 1992 that states that environmental issues are best handled with the
participation of all concerned citizens, at the relevant level. At the national level, each individual shall have
appropriate access to information concerning the environment that is held by public authorities, including
information on hazardous materials and activities in their communities, and the opportunity to participate in
decision-making processes. States shall facilitate and encourage public awareness and participation by
making information widely available. Effective access to judicial and administrative proceedings including

redress and remedy shall be provided.
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The key points arising from this interpretation of environmental
management are that:

e Environmental management is about the impact of people on resources
rather than the management of resources per se.

¢ Individuals and corporate entities, including landholders are responsible
for the management of their impacts on the environment.

e The broad community has a right to be involved in decisions and
actions impacting on the environment.

What are institutions?

Institutions are the determinants of human behaviour that act beyond the
individual.

Institutions include traditions and the norms and practices of groups.
Institutions include the organisations formed by government, industries and
communities and their policies and programs. Institutions include laws,
regulations, codes of practice and the operation of markets (after Ball 1996;
Mobbs and Dovers 1999).

The institutional framework is the overall network of institutional arrangements
that has the capacity to influence group and individual behaviour at various
levels. The institutional framework influences and enables individuals to act in
the public good (Saul 1997) and it is the institutional framework that enables
governance, the exercise of political power to manage a nation’s affairs (Weller
2000).

Whilst there are economic and technical dimensions to the deteriorating
ecological and social conditions in rural Australia it is fundamentally a
challenge of governance. It is the challenge of how we use political power in
the public, private and community sectors to manage our affairs. And it is a
problem for which the solutions are not readily apparent. It is in fact a problem
requiring considerable insight and creativity.

The importance of concepts

Institutional frameworks reflect our beliefs, values and ideas and when shared
these concepts constitute culture, a socially constructed-shared system of
meanings.

Seventy-five percent of Australians believe in a distinctive Australian culture
and sport and the bush are the major single determinants of this culture
(Bennett, Emerson and Frow 1999).
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Concepts, like institutions also may be arranged in frameworks that reflect their
interrelationships and interdependencies. These frameworks signpost how we
move from one reality to another.

“Concepts are tools for thinking not only about how reality gets made, but
about how else it could possibly be made---without concepts all we have is
nostalgia for how things once were, or impossible, unobtainable ideals”
(Wark1999).

Institutional arrangements in and for rural Australia have been designed
primarily on our beliefs in commaodification (pricing of goods for exchange) and
in agriculture. In turn these beliefs are reinforced by the institutional
arrangements they spawned as is illustrated by the following quote from one of
the nation’s most influential rural analytical bodies:

“Australia is a country defined by its agricultural sector. Agricultural
products were among the first goods traded by this country and remain a
critical element of our current and future international trade. Our quality of
life is enhanced by the wealth generated by the agricultural sector and the
clean, green quality of our food and agricultural products” (ABARE 2000).

Agricultural Performance and Farm Adjustment

Particularly since the late 1980s analysts have increasingly focused on the
environmental and social impacts of farming. The agricultural sector’s
economic importance, performance and ability to adjust are taken as a given.
However it is in these arenas that myths and fixation are most evident. These
myths need to be dispelled so that more insightful approaches to developing
rural policies might evolve.

Notwithstanding increasing emphases on the environmental and social impacts
of farming, rural policy in Australia remains guided primarily by assessments of
the economic importance and performance of the agricultural sector. This
approach is based on and reinforces beliefs that agricultural policy equates to
farm and rural policy and that the sole or principal purpose of farming is to
contribute to national economic growth through the production of food and
fibre. Additionally as it is understood that the vast majority of agricultural
production is exported there is a belief that above all else Australia must be
competitive in global markets for agricultural products. Hence the need to
increase the productivity and the value of agricultural production, albeit in an
ecologically sustainable manner, becomes by far the most dominant driver of
agricultural and land management policy and practice.

The economic performance of the agricultural sector is at best moderate as will
become evident from the following analysis. However more fundamentally the
need for institutional reform is established by the failure of analysts to move
beyond a narrow agricultural- centric and commodified conceptual framework.

The chosen issues for analysis are:
e The aggregate economic performance of the agricultural sector
e The export performance of the agricultural sector
e Adjustment in the farm sector.
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The aggregate economic performance of the agricultural sector

Our agricultural support organisations encourage us to believe that Australian
farmers are doing a good job in achieving their economic goals.

For instance an inter-governmental assessment of Australia’s recent
performance in sustainable agriculture (SCARM 1998) concluded that:

A long-term downward trend in terms of trade has been largely offset by
increases in productivity.

And that:

The real net value of farm production is slowly declining over time--the slight
downward trend in real net farm income needs to be interpreted in
conjunction with a measure of farm productivity.

In 1999 the Australian Bureau of Agricultural and Resource Economics
reported that:

Between 1955-56 and 1998-99, the volume of farm production rose by 187
percent. Despite falling real prices for farm product, the real gross value of
farm production rose by over 25 percent®...with rising costs of production,
the net value of farm production fell by around 54 percent in real terms.

These statements are basically correct. However it is the language that paints
the picture and it is a picture of success against adversity.

An equally correct contrasting picture is that, from the early 1950s there has
been virtually no change in the real gross value of Australian agricultural output
(Gleeson, Russell and Woods 1999;Mullen 2002). Aggregate real net farm
income in the mid- 1990s was only one third of what it was twenty years earlier
despite comparable growth in the real value of world trade in agricultural
products of about 250 percent. Over the past twenty years there has been
substantial growth in GDP and little or no change in the real gross value of
agricultural production, the real net value of agricultural production and the real
costs of farm inputs (Figs 1, 2, 3).

Gains in productivity have arisen primarily from increases in the physical
volume of production. This increase in the volume of production is associated
with substantial increases in the areas sown to crops and introduced pastures
(Dunlop 2002), increased irrigation, increased farm size and with technological
and managerial innovation.

Clearly against the benchmark of aggregate economic performance agriculture
is a poor investment. Increasing productivity through increasing the volume of
production is a failed strategy. We need new approaches. However the
creativity needed to develop new approaches is constrained by our reluctance
and /or inability to develop new mindsets, to develop new institutions.

4 A rise in real gross value of 25 percent over 43 years is 0.58 percent annually. Depending on the chosen

time frame the actual rise in real gross income can more closely approximate zero.
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The export performance of the agricultural sector

Export performance is perceived generally within the Australian psyche to be a
desirable characteristic of industry and considerable prominence is given to the
export performance of the various industry sectors.

The presentation of the export performance of the agricultural sector provides
another illustration of the fixation by analysts, intentional or otherwise, on
providing a positive spin on the economic performance of the agricultural
sector.

It has been widely reported that between 70 to 80 % by value of Australian
agricultural products are exported (ABS 1996; DPIE 1997; SCARM 1998;
National Land & Water Resources Audit 2001; O’Brien 2002) leading to
several impressions including that:

e Primary production activities, and by association primary producers are
more worthy than less export dependent activities and those
responsible for them;

e The domestic market is relatively small for most agricultural
commodities (SCARM 1998); and that

e Australian taxpayers cannot afford to financially support Australian
farmers.

Comparable production, export and import statistics across individual industry
sectors are not readily available. However the proportion by value of exported
agricultural products is inflated by comparing the value of production at the
farm gate with the value of processed exports (Gleeson, Russell and Woods
1999; McGovern 1999). Analyses that take this factor into account conclude
that the proportion of agricultural products exported directly or embedded in
manufactured products lies between 33 (DITAC 1993) and 50 percent (ABS
2000). The results of these analyses are pertinent to the development of
agricultural policies but they have received very little attention.

A similar picture emerges from an examination of the export statistics for the
food and fibre industries which together account for about 30% of Australian
merchandise exports. Over the ten years to 1996/97, the ratio of imports to
exports of non-manufactured food and fibre products5 was about 1:4.5, that is,
values of imports equated to about 23% of exports. In the manufactured food
and fibre products industries®, the ratio was approximately reversed, with
exports equating to about 18% of imports (ABS 1998). Overall, the value of
Australian food and fibre imports are about half as much as the value of food
and fibre exports, with net exports in 1996/97 being valued at about $12 billion.

The strength of the fixation on the artificially elevated degree to which
agricultural production is exported and hence on our dependency on export
markets is evident when one considers the incredibility of the corollary. The
corollary of the assertion that about three quarters of agricultural production is
exported is that, to account for domestic consumption, about half of the value

5 Standard International Trade Classifications 0, 1, 2 except 27 and 28.
6 Standard International Trade Classifications 61, 62, 63, 64, 65, 84 and 85.
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of domestic consumption of non-manufactured food and fibre products (of
about $11 billion) must come from imports. One could only wonder at the
strength of the agro-political outrage were this to be reality.

No up-to-date, comprehensive analysis is readily available on the competitive
position of Australia as an exporter of food. However available data on trade in
unprocessed food reveal that Australia slipped from seventh to seventeenth
place as a world exporter over the period 1989-1992. In processed food
exports, Australia went backwards: its ranking in the world’s top 30 exporters
slipped over three decades from sixth to eleventh place in 1967-1987 and from
thirteenth to fourteenth place in 1989-1992 (Heilbron and Larkin, 1995).

The position of Australia in key Asian food markets is bleak. Penetration of the
Japanese and Korean food markets has been disappointing overall. Australia’s
share of the Japan food market in 1995, for example, was 6.8%, and was
erratic over the previous five-year period. Australia was not among the top
suppliers in any of the big, high-growth categories of Japan’s food imports over
this period (Heilbron and Larkin, 1997).

Another widely held misconception is that Australians rely heavily on ‘rural’
exports. However sectoral inter-dependency is a feature of maturing
economies. The most recent available and comprehensive Australian data on
this issue relate to the mid-1980s. At that time, when both direct and indirect
inputs are taken into account, the service sector contributed about 40% of the
value added to Australian exports compared to about 14% from the agricultural
sector (Deeley, 1991). More recently the ABS has estimated that
approximately 50 % of the contribution of agriculture to exports is represented
by agricultural value embedded in manufacturing exports though it should be
noted that many such products are exported in an early stage of manufacture.

Adjustment in the farm sector

The interrelationship between agricultural and non-agricultural household
activities, particularly but not exclusively for farm households is an important
determinant of the future economic, ecological and social health of rural
Australia.

The purpose of this analysis is to highlight the need for policy analysts and
others to go beyond an agricultural perspective in their considerations of farm
and rural adjustment.

Although the Australian Farm Survey series segregates on and off farm income
data, the focus of analyses of the changing structure of farming remains
agriculturally oriented. For instance the Department of Transport and Regional
Services was advised recently that:

Farmers approaches (to adjustment pressures) have been to become more
efficient through adoption of new methods of production, technologies and
labour saving machinery; changing the mix of commodities produced; and
leaving agriculture (Lindsay and Gleeson 1997; Haberkorn et al 1999;
ABARE 1999).
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However the same report presents data showing the off farm income of
broadacre farm families was 38, 83 and 45 percent of total family income in
1986-87, 1991-92 and 1996-97 respectively. In 1996-97, wages and salaries
on the one hand and self-employment and investment on the other, contributed
equally at about 45% of off farm income with Commonwealth social support
making up the other 10%. In 1995-96, approximately 42% of broadacre
households received Commonwealth social security payments, 39% received
income from wages and salary, and 75% of broadacre households received
income from off-farm businesses and investments (Garnaut & Lewis 1997).
Between 1994-95 and 1999-00 the proportions of farm household income
derived from off-farm (non-agricultural) sources for all broad-acre industries
varied between 25.7 and 29.3 with the average being 27.8 percent (ABARE
Australian Farm Surveys Reports 1997 to 2001).

A starker picture emerges when off- farm income is compared to farm cash
income’ for different farm size categories (Fig. 5). For the period 1995-96 to
1997-98 approximately half of all broadacre farms, those with lower gross farm
receipts, earned 69% of farm household income off- farm. This fact has
important implications for agricultural and rural and urban policy.

In contrast to the situation in Australia, there is an extensive literature on part-
time farming in Europe and North America (Cawley 1987, Whatmore et al
1987, Gasson et al 1988, Carter 1999). Zhou (1999) reports on the practical
options open to part-time farmers in bimodal farm structure situations in both
the USA and the OECD; and on the implications to both the agricultural and
non-agricultural sections of rural economies. Marsh (1991) discusses the
incidence and implications of part-time farming in Europe and the increasing
bi-polar distribution of farms primarily reflecting differences in the dependency
of farm households on agricultural income.

There is some Australian research on the importance of off farm income in
relation to the changing roles of women in agriculture and in society generally
(Garnaut 1998). However most Australian research on the multiple sources of
income for farm households takes an agricultural perspective. Farmers are
perceived to be utilising off-farm income as a forced reaction to adjustment
pressures, to support entrance into farming, to leave farming, or to support an
unprofitable farm enterprise (Stayner 1997).

The varied and interrelated reasons for engagement in off farm income are
invariably reduced to a singular (negative) stereotype which ignores the
potentially valuable contribution that such activity has on the farm household,
on the local and regional communities and on the bio-physical environment.
Furthermore agricultural policies and support programs rarely reflect the multi-

7 Farm cash income is the difference between the total cash receipts of the farm (agricultural) business and
the total cash costs incurred by the farm (agricultural) business. It does not account for changes in trading
stocks, depreciation, or the real or imputed value of labour provided by owner managers and their families.
The derivation of this statistic is a key factor in this analysis. To reflect the cash available to a farm
household as closely as possible off-farm income is compared in these analyses with farm cash income
rather than, as is commonly done, with farm business profit (see Garnaut and Lewis 1997). Farm business

profit includes allowance for an imputed farm wage for the farmer and his/her spouse.
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functional nature of Australian agriculture let alone the equally important multi-
functionality of Australian farm households.

Writing about off farm income in the United Kingdom, Gasson (1988) offers
several reasons for farmer diversification and earning off farm income,
including:
e allowing families to continue to stay in rural areas when otherwise they
would be forced to leave;

e continuing contribution to rural communities;
¢ less need for direct income payments; and
¢ lack of addition to production surpluses.

Gasson (1988) asserts that it is too narrow a view to suggest that solutions to
rural problems lie in the prosperity of farming. However views such as
Gasson’s are rarely canvassed in Australia where a singular focus on
productivity within the agricultural sector commonly excludes more lateral
considerations of rural adjustment. In fact in many research and development
organisations consideration of adjustment in the farm sector is further
constrained by fixations on existing ownership and land tenure arrangements
and a mono-cultural approach to a particular agricultural enterprise, such as
wool or beef production.

The concept of farm viability, that is the capability of the farm’s agricultural
activities to continue to financially support a farm household, is another
constraint on how we think about farm (rural) adjustment.

The Soldier Settlement Scheme was perhaps the most infamous of schemes
based around the idea of viability, as translated into the idea of a minimum
living area. The same basic idea of a minimum living area and the related
concept of the ‘genuine’ farmer have been carried forward into several recent
and contemporary programs.

The 1997 mid-term review of the Rural Adjustment Scheme (DPIE 1997)
accepted $50000 of farm cash income as being the threshold for long-term
farm viability even though at that time most broadacre farm households would
have gained more net income from non-agricultural activities than from
agricultural activities.

The Queensland Land Act 1994 (see Caltabiano, Hardman and Reynolds
1999) defines a ‘living area’ as the area of grazing or agricultural land that will
be adequate to enable a competent person to derive from the working of the
land, according to the use for which the land is suited, an income adequate to
ensure a reasonable standard of living for the person, the person’s spouse and
dependent children, as well as provide a reserve to meet adverse seasons and
the cost of developing and maintaining the land at a sustainable rate of
production throughout average seasons , having regard to (a) the locality of the
land; and (b) the nature of the land; and (c) the potential of the land for
sustainable development; and (d) the distance of the land from transport
facilities and markets.

Gleeson and Piper 20022 9



Current
approaches to
the allocation of
property rights
are analogous to
taming lions by
pulling their
tails—inevitably
someone will get
bitten

We need to
better
understand the
values that
should influence
what happens in
rural Australia

We need
conceptual and
institutional
frameworks less
constrained by
past values,
more reflective
of current values
and more
embracing of the
fact that values
change

The concept of farm viability leads to the belief that those who chose to
operate an agricultural business should be able to earn a living from that
business. Furthermore these ideas fortify the belief that the function of
agriculture is to financially sustain the farm household and contribute to
economic growth and exports.

Coincidental with the growing recognition of the need to integrate agricultural
and environmental policy and practice the activities conducted by farm
households are increasingly expanding beyond agriculture. In fact in some
catchments many rural property holders do not classify themselves as farmers
in the traditional sense of farmers being defined as producers of agricultural
and related products (Curtis et al 2001; Reeve 2001). Furthermore
developments in transport, communication and technology enable agricultural
and other farm activities to be increasingly integrated into the income streams
of town and urban households.

In summary, productivity improvement in the agricultural sector has not been
sufficient to sustain farm household income and the economic drive for
adjustment in the agricultural sector will continue if not accelerate.

Institutional reform

Current approaches to the allocation of property rights are analogous to taming
lions by pulling their tails—inevitably someone will get bitten. Rather than focus
on the selection of the policy instrument —for example the property right —there
initially needs to be a focus on the broader institutional environment. As
outlined earlier this institutional framework includes the traditions, the values
and the norms and practices of groups, organisations formed by government,
industries and communities and their policies and programs and laws,
regulations, codes of practice and the operation of markets.

Value based reforms

We need to better understand the values that should influence what happens
in rural Australia. We need conceptual and institutional frameworks less
constrained by past values, more reflective of current values and more
embracing of the fact that values change.

Superficially it appears that our values, what we believe to be right and
important, are subject to rapid change. For instance, we may have moved from
the development ethos of the '50s and '60s to the mantra of ecological
sustainable development thrown up in the '80s and the '90s. And now there
may be emerging a nature-related spiritualism, at least in country Australia.
However our thinking and importantly our innovation systems remain firmly
rooted in a framework of commodification; that is in a framework driven by the
desire to produce or acquire products that are priced for exchange.

We channel most if not all of our thinking and analyses through market based
prisms. We operate within a commaodified culture wherein an idea, an action, a
plant, an animal has no value if it can’t be priced. We seek to ensure that
agriculture is market driven ignoring the reality that farming occurs within social
and cultural contexts. We over state the economic contribution of agriculture
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and deny the critical linkages and interdependencies between different
economic activities. We deny the cultural significance of landscapes and the
place of food in our culture. We limit ourselves by denying our own spirituality
and that of others.

Our continued belief in the capacity of this framework of commadification to
give expression to our values is reflected in our choice of policies and policy
instruments. We establish mechanisms for market forces to determine the
priorities and processes for public investment in education and innovation. We
strive for productivity gains in existing agricultural industries in the belief that
these gains will deliver better ecological and social outcomes. We use water-
pricing policy as an instrument for water allocation without critically examining
the exploitative context within which the instrument would operate. Without
accounting for opportunity costs we assert that the gross value of an economic
activity, for example irrigated agriculture equates to the cost of cessation of
that activity.

According to Frow (1997) commodification has three effects. First, it directs
(narrowly) the use of resources. Second, it selects the generation of profit as
the purpose of production. Third, it transforms previously (or potentially)
common resources into private resources. Additionally commodification breaks
down the social constructs that guide and strengthen the actions of
communities. It is not the inclusiveness of the common property right that leads
to the tragedy of the commons but rather the breakdown of the social norms
that might have governed the use of those resources held in common.

Wark (1999) highlights the difficulty of the task of aligning values and policies
in discussing the interplay between the urban, suburban and rural parts of
Australian culture, and in particular the resistance in the suburban hinterlands
and rural and remote areas to urban culture and its values. Mackay (1999)
sees us as a society deeply divided on economic and employment grounds
where depression is the fifth most common disorder treated by general
practitioners. An eclectic mix of values is aligned on the one hand to
materialism, security, and the traditional family and on the other to the post-
modern values of uncertainty, relativism, and a more inclusive spirituality.

These ideas are foreign to agricultural policy. We begin and end in innovation
policy (and elsewhere) with the premise that if we had perfect markets all our
aspirations would be fulfilled. Once we accept this premise it is a simple step
to define the role of government in terms of market failure. And then we
attempt to define social and ecological advantages and disadvantages in
monetary terms. We apply competition as an end in itself, become disillusioned
and reject competition policy. But competition and competition policy aren’t the
problem. Rather the problem is that we have not agreed on what we want them
to achieve.

Oxley (2000) believes that the perpetual problem in managing the environment
lies in balancing respect for environmental values with economic values. More
broadly we develop the notion that there are three spheres of policy: the
economic, the environmental and the social - the “triple-bottom-line”.

But this is muddled thinking. The economy doesn’t have values. It is a tool to
help us achieve our aspirations, aspirations that reflect our individual, social
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and spiritual values. The environment, on the other hand, is a natural construct
which, depending on our culture, affects our individual, social and spiritual
values.

The real struggle according to Frow (1997) is not between the ecological and
the economic but between what can be properly bought and sold and what
cannot.

We have been progressing from property rights that confer limited rights of
exclusion to the concept of a property right as essentially the right to exclude
all others. As more and more values are commodified, an expectation arises
that the right to exclude and to alienate becomes the expected norm for all
forms of value. We move from a right of access, through to a right of use,
through to a right of ownership, through to a right to exclude all other current
and future accesses and uses. We move from attenuated rights to absolute
rights. We seek absolute rights notwithstanding that change in community
values, knowledge and the environment are inevitable.

We need to balance the current and future needs of the community with the
current and future needs of the users of community resources- the air, the
water the soil and the vegetation upon which life depends. But we need to do
so knowing that both these sets of needs will change, knowing that we do not
adequately understand our ecosystems, knowing that we cannot treat
components of ecosystems, such as water, in isolation from the remainder of
the ecosystem.

Irrespective of the outcomes of scientific reviews (and of reviews of reviews)
there remains the need to deal with the certainty of change - of change in the
social constructs within which rights are allocated and removed, of change in
knowledge, of change in biophysical circumstances. We need to apply the
precautionary principle but we need to go further to deal with the certainty of
change. We need to adopt adaptive management frameworks whereby we
focus more on the processes for renewal of property rights and less on the
static allocation of absolute rights. Investors and communities alike need a
degree of predictability. Part of the predictability equation is having processes
to deal with change.

Language and leadership

The fixation on agriculture in farm and rural analyses may arise in part because
of the language we use. Agriculture, farming and rural are used
interchangeably. Agricultural policies and support programs become
synonymous with farm policies and programs and in fact, even more
expansively, with rural policies and programs.

The interchangeable use of the terms rural, farm and agriculture leads to
confusion, the classic being the assumption that agencies termed ‘rural
actually deal with rural when in reality their charter is restricted to agriculture.
For instance we have the ‘rural’ research and development corporations
although almost without exception they are concerned only with agriculture and
even then only partly.
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The terms ‘rural’ and ‘farm’ delineate place with rural being used to describe all
things and activities occurring outside metropolitan areas. The definition of
‘farm’ is more problematic but it is tentatively defined as the place on which
farming (see below) occurs. Agriculture and farming are forms of activity.

Davis and Goldberg (1957) defined the agribusiness sector to be the sum total
of all the operations involved in the manufacture and distribution of farm
supplies, production operations on the farm, and the storage, processing and
distribution of farm commodities and the items made from them. However by
common usage agribusiness is frequently interpreted as referring only to off
farm activities hence limiting its utility as a term to describe the whole
agricultural system.

In a review of agricultural and related education McColl, Robson and
Chudleigh (1991) defined agricultural systems as the production, processing
and marketing activities based on land utilisation and soil, water, and forest
conservation and management. Land utilisation was described as agriculture,
horticulture and forestry but excluding mining. Godden (1996) adopted a
similar economy-wide view of agriculture proposing that it be comprised of
farms and all their linkages with the rest of the economy, especially the
linkages between farm production and natural resources.

The linkages between farm production and natural resources are important in
agricultural systems but they are not exclusive to agriculture and mining.
Additionally we should not fail by default to consider other key factors, such as
people skills and policy settings. Definitions of agricultural systems need also
to reflect that the relative importance of these factors is likely to vary greatly
between different systems and over time and that production is only one of the
component activities of such systems.

Furthermore some food and fibre systems, most particularly forestry and
fishing, predominantly are not farm based and future food and fibre-producing
systems increasingly may not involve a land or marine environment as they are
conventionally conceived.

Given these considerations, the following output-based definition of agricultural
systems is proposed:

Agricultural systems are comprised of the economic, social and biophysical
activities involved in the marketing, handling, processing, and production of
food, fibre, and related products such as plant and animal-based
pharmaceuticals and floriculture.

The use of an output based definition of agricultural systems enables a
distinction to be drawn between agricultural and non-agricultural farm-based
activities.

The term ‘farming’ encompasses all those activities which occur solely or
principally on farms, including, for instance, agricultural activities, off-reserve
conservation, management of investments which might be on or off farm, and
farm tourism.
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Agricultural activities on farms are part of agricultural systems but they do not
necessarily equate with farming systems. Non-agricultural farm pursuits are
related to but are not included in agricultural systems.

The term ‘farming systems’ is the purposeful management of farming including
the economic, social and cultural determinants of this behaviour (after
McCown, unpublished).

The important points here are that the proposed definitions:
e distinguish between rural and farm, and between farm and agriculture;

e allow for natural resources to have intrinsic and exploitative values
beyond farming and mining;

e allow for the activities encompassed by farming to extend beyond
agriculture;

e allow for the development of synergistic agricultural and non-agricultural
farming pursuits; and they

e provide for the desirable integration of the farm and non-farm elements
of agricultural systems.

The multi-functionality of farming and of agriculture

Since the beginning of white occupation agriculturists have had a major
influence on the policies and practices affecting the development and use of
Australian resources, particularly the natural resources. Organisations and
policies have developed to serve the particular needs of agriculturists.
Together with the geographic separation of most Australians from farming
these institutional arrangements have enabled agriculture to operate largely
within its own self-contained institutional framework.

The emphasis in agricultural policy has been and continues to be on using
natural resources for the production and sale of food and fibre. Politicians and
community and industry leaders encourage farmers to believe in the special
importance of their contribution to economic growth and exports. Farmers, their
organisations and their public support agencies build on these cultural norms,
closing their minds and those of the nation to other ways of conceiving of rural
Australia. However it is now time to re-represent the roles of agriculture so as
to align them with current and probable future realities.

Conceptually de-coupling natural resources from agriculture, as proposed
above, will enable the imagining of a wider spectrum of uses of those
resources, including non-exploitative uses. Additionally such a de-coupling will
enable a greater understanding of the potential for involvement by a wider
range of users of those resources, for both agricultural and non-agricultural
pursuits.

Irrespective of the economic performance of agriculture it can be argued that
the influence of agriculture needs to outweigh its economic significance.
Agriculture is multi-functional and has a unique place in the wellbeing and
culture of all Australians. For many people food has value beyond its intrinsic
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nutritional value. Food is central to social activities and plays a role in the self-
identification and self -sufficiency of societies.

Ironically Australia denies this multi-functionality in international trade forums
and elsewhere. ‘Clean and green’ and more recently ‘clean and safe’ are
adopted as marketing tools to enhance exports but little is done to protect and
strengthen the role of agriculture in sustaining local identity and custom. |If
agriculture is to have an influence beyond its economic significance, then
government and industry adjustment and innovation policies need to be
directed towards broadening and enhancing the multi-functionality of
agriculture. This would be in contrast to policies directed narrowly towards
enhancing agricultural output. Multi-functionality has as much to do with
purpose as it has with means and it should not be seen as simply an
expansion of the options available to enhance economic growth.

The multi-functionality of agriculture needs to be set within the broader
canvass of the multi-functionality of farming systems. Too often the multi-
functional possibilities presented by farms, and in particular the provision of
eco-services and landscape design features, are judged wrongly to be
inseparable co-products of our agricultural systems.

The key points of this discussion are that there is a need to:

e adjust our perceptions of the economic contribution of agriculture to
accord with reality and the likely future constructs of the maturing
Australian economy;

e recognise that agriculture and farming systems are multi-functional both
in purpose and means; and there is a need to

e explore how resources can be combined and managed in ways that
enable the expression of multi-functionality.

Governance and creativity

The challenge of rural Australia is how to use political power in the public,
private and community sectors to manage our affairs. Whilst there are
important economic and technical dimensions to deteriorating ecological and
social conditions what we have is fundamentally a challenge of governance. It
is a challenge for which the solutions are not readily apparent. It is a challenge
requiring considerable insight and creativity.

Through the ‘80s and 90’s we developed concepts and strategies for
ecological sustainable development. However we failed to build institutional
capacities for environmental management. We fragmented the efforts of
community, industry, and government. We fragmented efforts within
government, fragmented the use of policy instruments and fragmented
environmental legislation. We have programs that are about not much more
than seeking and distributing financial grants. We have failed to transfer
powers and resources to local, community-based and responsive institutions.
We have too many overworked and under-resourced committees. Importantly
we have failed to develop planning and accountability processes that
acknowledge the critical importance of social horms, of intrinsic motivation and
of creativity.
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The farmer now is not the farmer of yesterday. The farmer now is both a
knowledge worker focused on ideas and a manager focused on people and
work. The ‘knowledge worker’ farmer needs to be schooled in the use of
concepts and information. S/he needs to be as concerned about effectiveness
(doing the right thing) as about the quantity and quality components of
productivity. The knowledge worker farmer needs to adopt a habit of continual
learning. In short the knowledge worker farmer needs to be enabled, not
managed. Farming today and tomorrow is an information-based activity ill
suited to command and control based relationships with support institutions.
And as argued by Drucker (2001) management by self-control requires
complete rethinking concerning our use of reports, procedures, and forms.
Reports and procedures are necessary tools but their most common misuse is
as an instrument of control from above.

Various authors (see Karim 1999; Drucker 2001) trace an evolution from the
agricultural age through the industrial age to the emerging knowledge age.
From an agricultural viewpoint however it is not so much a transition from
agriculture as a transformation within it; from manual, through industrialisation
to the emerging knowledge based agricultural era. The knowledge era is, as
observed by Harley and Sewell (2001), not so much about an ‘old’ and a ‘new’
economy as it is about new ways of doing old things.

Fixations on agriculture and an undervaluing of intuition are important
obstacles to insight. Analysts seem to be unwilling and/or unable to
encompass a broad range of values and activities. Additionally the dominance
of scientific and economic disciplines often leads us to seek an explanation
based solely on analysis of facts. The valuable potential contributions of
imagination and intuition are lost.

We may learn from what has been but we will not move forward by adopting
the thinking and strategies that have led us to where we are. We need to be
continually re- representing the problem. We need to imagine different futures.
To do this we need to remove obstacles to insightful thinking. We can do this
by increasing the diversity of innovation systems and by promoting continuous
learning through for instance environment management systems.

Increasing the diversity of innovation systems

The nature of innovation is predetermined by the characteristics of the
innovation systems we create. If the innovation system is highly planned and
controlled then we will produce innovation products that make incremental
changes to existing systems. Such changes are necessary but alone they are
unlikely to represent the range of innovation products needed to meet
changing requirements in rural Australia.

Innovation systems for rural Australia lack diversity and are risk adverse. They
are driven by short term narrowly-based commercial imperatives and they are
managed by command and control processes.

Public support for innovation in rural Australia is largely directed towards
agricultural R&D, in the order of $1 billion per year. The execution of
agricultural R&D is principally confined to the public sector and has a
technological emphasis, patterns begun in the mid - 1850s, with the
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establishment of experimental farms staffed almost exclusively by agricultural
and veterinary scientists. This trend has persisted for over 150 years despite
(or because of) frequent reviews and restructuring of State Departments of
Agriculture.

The Rural Research and Development Corporations account for at least two-
thirds of the influence on the direction of agricultural R&D (Gleeson, Russell
and Woods 1999). They are focussed primarily on optimising the profitability
and environmental sustainability of existing agricultural enterprises.

Continuous learning through environmental management systems

A ‘control and command ’ approach underpins many of the policy and program
developments (and reward schemes) for improved environmental
management. Through prescriptive and detailed processes industry and
community groups are required to commit to achieving outcomes and to
specifying the procedures whereby those outcomes will be achieved. In most
cases a ‘higher authority specifies both the nature and the level of the
outcome and ‘expert’ gatekeepers judge the appropriateness of the proposed
methodology.

This form of governance is exemplified by the application of environmental
outcome standards across a catchment or sub-catchment notwithstanding that
such universally applied environmental outcome standards:

e Cannot reflect the diverse values, aspirations, and capabilities of the
land stewards and hence a socio-political climate against adoption or
compliance is established.

¢ Fragment the interactive elements that comprise both the ecosystems
and the interface between extractive activities and those ecosystems.

e Require in their construction confidence in our understanding of the
ecosystem which history frequently shows to have been misguided.

e Detract from the motivation and capability to achieve beyond
compliance.

e Constrain the learning and creativity required for continuous
improvement in meeting current and emergent environmental
challenges.

e Provide an opportunity for uninformed or doctrinaire external influences
to have unwarranted impacts on environmental management.

e Are open to be used as barriers to trade.

Environmental management systems provide an alternative approach for
improving environmental management on farms. An environmental
management system is a systematic process used by an organisation to
improve its impact on the environment.

Given the commitment to continuous improvement and the capacity to take into
account the particular features of each farm (including the aspirations and
capabilities of the farm management team) environmental management
systems seem to be a particularly useful tool. However in the final analysis the
policy and program frameworks that they operate within will largely determine
their usefulness.
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Governments need to recognise and respond to the potential for environment
management systems to assist in the delivery of public responsibilities,
policies, and programs.

Community organisations, including catchment management groups,
conservation groups and consumer organisations, need to lend their advocacy,
intellectual and practical support to the implementation of environment
management systems.

Industry needs to understand the essential nature of environment management
systems and how they differ from quality control and best management
systems. Industry also needs to recognise the potential for environment
management systems to enable a responsible partnership to build between
their members and the broader public.

Conclusion

The ecological future of rural Australia and its relationship with suburban and
urban Australia require a fundamental reassessment of the role, nature and
performance of Australian agriculture.

The central theme of the paper is that our mindscapes, the pictures we have of
rural Australia, are agricultural centric, based on questionable analyses, and
are reinforced by our institutional cultures, structures, and processes.

Past reliance on increased agricultural production has been ineffective in
meeting economic, social or environmental goals and it is likely to be so in the
future. There needs to be a refocusing onto profitability and the multi-functional
nature of agriculture and of farming more broadly.

The desirable direction and pace of change require a greater understanding of
the impact of dominant conceptual frameworks and of innovation systems.
Such understandings should lead to greater diversity in institutional
arrangements, particularly as they relate to agricultural, farm and rural
innovation.

There are many institutional tools including leadership, education,
organisations, policies, regulations and markets that can be used to foster
ecologically sustainable development. The challenge is to design and use
these tools so that they reflect community values, so that they have
complementary impacts and so that they can be modified to cater for changes
in values, in biophysical circumstances and in knowledge.

A property right is a right to use a resource. In an ecologically sustainable
development framework such a right must be allocated and used in ways that
improve environmental management. Property rights need to reflect:

e Our changing understandings of ecological systems
e Landscape values and aspirations of the community
e Legitimate aspirations of property holders

e The certainty that there will be a need to modify the property right to
reflect changes in values and knowledge.
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e The need to capture synergies within the mix of interfacing policy
instruments.

These multiple objectives cannot be achieved through an unfettered market
based allocation of property rights or through an analytical process assigning
prices to non-material values. Political judgements need to be made about the
broad mix of policy instruments and about the design and allocation of property
rights. In addition to the points listed above these political judgements need to
be informed by independent analysis of their probable net environmental and
social impacts.

Finally there is a need to emphasise that the path towards sustainability will be
built on interconnected actions across whole communities, not solely on
policies directed towards the stewards of resources. Currently these stewards
operate within a policy framework designed to achieve employment and
economic growth principally through increased per capita consumption. This
paradigm will not lead to ecological sustainability.
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Figure 1.1 Change in GDP and Gross Value of Agricultural
Production, 1980\81 to 2000\01"
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Figure 1.2 Trend in GDP and Gross Value of Agricultural
Production 1980\81 —2000\01*
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Figure 2.1: Trends in Agricultural Performance 1980\81-2000\01"
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Figure 2.2: Agricultural Performance 1980/81-2000\01"
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Figure 2.3: Net Value of Production and Volume of Agricultural
Production 1980\81-2000\01

1. 2000\01 dollars
Source: ABARE ACS 2000\01

Figure 3.1: Assets Used on Australian Farms?, 1989\90 —1999\00?
1. The value of all assets used on a farm, including the value of leased items but

excluding machinery
2. 2000\01 dollars
Source: ABARE
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Figure 3.2 Business Profit’ in the Broad Acre Industries,
1989190 to 1999\00>

1. Business Profit is farm cash income plus build-up in trading stocks, less
depreciation and the imputed value of the owner manager, partner(s) and family
labour.

2. 2000\01 dollars
Source: ABARE Ag-Surf 2002 data
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Figure 4 Export Performance
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* The agricultural statistics in this figure differ somewhat from the more recent estimates
provided by the Australian Bureau of Statistics (ABS 2000)
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Figure 5 - Contribution of off farm income according to size of farm business*
annual average for 1995-96 to 1997-98
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* Farm business: broadacre farms with estimated value of production (EVAO) of $22 500 or more
** Off farm income: as a proportion of farm cash income + off farm income

***Average gross farm receipts for small, medium and large farms of $59 000, $176 000 and $477 000
respectively.
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