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CHAPTER I
AGRICULTURAL BACKGROUND

Though the importance of agriculture to the Irish eéoaouy is
declining, it is aad will be in the foresseable future a major - if
not the largest = sector. The declins in its relative importance is
due to the more repid growth of other sectors and to the loang term -
and worldwide - phenomsucn of declining agricultural populatiog-. The
significance of agriculture msy be measured in terms of income gonera-
ted, numbers empleyed and its contribution o the balance of payments.
The latter is of particular importance to a small economy heavily deo-
pendent on international trade and suffering from a chrouic balance of
paymsnts problem.

In 1965 the Hational Income was spproximately L817 milliom of
vhich hl16é or 20.3 percent was earnad in agriculturs. Over the preced-
img five years, agriculture’'s share had declined from sbout 25 percent,
While mnational income fucresssd by about 69 percemt in this period,
incoms sarned in agriculture rose by only 28 pexcent. H owever, as
the nusbars esployed in agriculiture declined and the numbers employed
in the other sectors incressed, during the period, imncowe per hesd rose

more rapidly than in the rest of the econowy.

Tabla 1-1
Kational Incowmes of Ivaland, 1958-65
B M Incoms from

Year Total National Agrigultutre,

Iocome . Yorastry & Fishing

~ milifien pounds ~

1958 489.7 117.0
1959 514.1 127.5
1960 530.3 - 130.4
1961 594.7 136.6
1962 638.7 140.9
1963 676.2 138.5
1964 7167.2 162.0
1965 817.0 163,0

Source: Central Statisties Office "Statistical Abstracts of Irelsad 1966"

Stationery Office, Rublin 1966,

#er




2

In 1961, 35.7 parcent of the total workicg population was employed
in agriculture; the 1966 census showed this proportion to have fallen
to 31.07 parcent. This mesans that not only is che rate of decresse
fairly low by Rurepean standards, but alse that the part of the popula-
tion depandeat on agriewiture is high by the same standards.

The third indicatiem of the Place of agriculture in the economy
is its ability 2o sxport ics output. Iu 196G, agricultural exports
represanted nsarly 60 psrcent of tetal exports and whea industrial pro-
ducts derived meinly from sgriculture vers added to thia, the tetal
came to over 73 percent. With the development of the iadustrial sgctor,
these proportions are currently down to abent fifty and aixty parcent.
Consequently, agricultural Prices on the export market are of vital
importancs to the economy, asd 1t is the oppertumity of seiliag agricul~
tural products at ctonsiderably higher prices that provides the main argu-
mut for Ireland's application to Join the European Comsnity.

Ihe total laed aves of the country is 17.02 million acres. all
but 5.39 million acves, consisting of woods and plastations, grazed
sod barrem mountsin, bogs, marshas, water, towns aud roais, is agri-
cultural land. The utilisatiom of it is broadly as follows:

Pasture 71 percant
Hay - 17 percent
Cropa 12 percamt

This utilizatien of the land has mot changed greatly over a long period.
Apaxt from increased preduction of crups during the periods of the two
World Ware, this has bean the pattern all this century.




YW F4eus pArcent. This means that not only is the rate of dacrease
fairly low by Rurepean standards, but alse that the part of the popula-

tion depandeat on agriewiture is high by the same standards.
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With ovexr 88 percent of agricultural land producing grass, live-
stock is odviously of the greatest importance. Im 1967 the gross value
of agricultural output (exc¢ludimg the value of changes in livestock
n-bgrs) vas h271.9 million at current prices. The compositienm of this

total output is shown below.

_ Tabdble 1~2
Percentage Bresiidowmn of Agricamltural Output
1967
Parcentags of
Sommodity _ . Tetal Output

Cattla snd calves 32.6
Milk . 26.1
Shesap sud lanbs 4.3
Wool N
Pigs 10.1
Poultry meat 2.2
Egge 3.4
Other livestock 2.9

YTotal livestock 81.3
Sheat 3.3
Qats 3
Baxley 4.0
Sugar best 2.9
Potatoes 2.9
Others (loel. tuxf) 5.3

Total crops 18.7
Total agricultural output 100

Source: Central Statistics Offica "Statistical Bulletin” (quarterly)
Various dates, Stationery Offics, Dublia.

The impertancs to the scomcmy of the livastock sector is iocreased
by sts cemtribution to exports. Abeut 80 parcent of cattle output

is exported in ome form oxr another, about 40 percent of both sheep and

pig output and 30 percent of dairy eutput.
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Cattle production has shewn a rtemarkable stability over the long
texrm, though subject to short term eycles. Betwaen the beglaning of
ths century and the late forties, thers was virtually no long tera tread
in nn-bqr,‘but since then there has been & marked tnereasse. In the
BOTS recent past output of csttie sad milk has increased by an average
ef 7.8 paxcent (of the 1959 lavel) per sunum.

Cattlie prices ars determined by the markes, Other things baing
.qual. large numbars of taztio on offer at any one time will drive the
price dowa. This shews up to some axtent in annual prices but s much
wore obviocus degres in the ¥ery short rwn. Over this pexriod beth price
aad quantity increaseg, Suggesting significant growth in demsnd, evan
though the increase in price wes much Less than the increase in quantity.
Waile day to day and sassonal variatiom ia prices for cattle can ba wide,
average suaval prices do mot raflect all of this varistion. In the
nine year period thars was soms tendency to widen the price difference
betwean cattle st different stage of saturity. In gemeral the price
for finished cettle rose more than the prica for wafinished. Prices
in 1967 were betwsen 3 and 18 percant higher thar fa 1959. Thers may also
bhave besn some increased preferassce for younger animals.

Pig ausbers, also were relativaly stable wp to the period of the
second World War, though eyclical movemails were clesrly marked. Num~
bers fell sharply during the var years, but increased in tha post war
yeaxs to above theixr pre-war level., Im the sarly part of the 1939-7
peried the xate of increase became higher, but the last two Years appar-
sntly coincided with & down sving in the cyele, eo that 1967 output was

only 21 percent sbove the 1959 level. The price of pigs is vot determined --
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at least direetly ~ by market forces and this is reflected in its rela-
tive atability. Over the period price showed little variation from year
to year and incressad by only 12 parcest.

In the very long term, production of sheep has shown much more
variation than ctthit cattla ox pigs, but since the thirties has shown
a fairly steady incresss with littla cyclicsl movemsnt. Prices for
sheep are determined by supply and demand but show greater variation
than do cattle prices. In the nine year period there was some change
in the relationship betwesn prices; the price of lamb gained more than
the price of maturs animals.

Barley, oats and wheat are tha ﬁrain arops produced. The production
of vheat in significant quantities, except for the period of the first
World War, daotes back only to the thirties when its production was en-
couraged as part of a policy of self-sufficiency. Production rose to
a peak during the second World War, but subsequently deelined, though
irragularly. It is still an important cash crop on many farms. The
production of ocats has declined steadily since the early yeare of the
century, though again with the exception of the war periods, and rapidly
since the gecond World War. The production of barley iu the past bhas
shown much less variation but since sbout 1951 has been increasing
tapidly. The increase has been mainly in feeding barley, which in 1965
represented about 75 percent of the barley output. This development 18
associated with the imeraass in pig nuwmbers which has baen going on
since the fortiss.

Up to 1964, wheat prices fluctuated widely from year to year, but

in 1965, 1966 and 1967 prices were set at successively higher levels;
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this was followed by an increase in wheat production. The price of
barlay is also adwinistered and showed comsiderable fluctuation but no
marked tread over the periocd. Malting barley and cats actually became
chesper over the period.

In summary, trends in the last five or tem years are consistent
with louger term trands. Catile numbers have been iscresasiug since
the late thirties and sheep and pig numbers sines the late fortias.
The decline in vhest aad cats dates back to shortly after the sacond
World Har. The beginning of the imcresse is barley production iz more
difficult to date due to short term fluctuations but it probakly coin-
cides with the trend in pig production.

All this suggests a picture of a stable agriculture, ceatinuing on

traditionsl lines, that has not been subjected to the moxe vialent
forces expexrisnced by agriculture im other parts of the world. This
is only true in part. The next chspter deals with chamge experisnced
by sgriculture.




CHAPTER 11
AGRICULTURE AMD CHANGE

The ability of agriculture te adjust to the rvequirensnts of a mew
situstion depends to a large degres on the structure of agrieculture.
Farm sine is an inpexmg part of structure. Like other aspects of
agriculture, farm sise has shown a slow rate of change in the past.
Fannell ]3] has shown that the percentage decline in the number of all
holdings, iu the peried 1931 te 1965, vas only 15.5, less tham 0.5
parcaat per amnum. As e¢ould be expected, the biggest decresse took
place on the farms of under thirty acres.

Some insight iate the prevalence of off-farm ssploymest by the
operaters of these small farms {s ;im‘;: compariseon of the aumber of
holdings and the nusbar of farmers reperted to work full tims cn such
small farms., In the Hortbern and Westerm proviuces, Che number of
farmars 15 olosar to the number of small holdings them in the Rast or
South. This is consistent with the lower eppertunities for off-farm
exploymsat and the consequence mors frequwent depesdence on the farm
alone. hadditiu,mhot:hmmlmdthomtryuh:he
provinces of Counacht aad Ulster so that the comparison with squal
aized farms in other areas is misleading. There ars ebviously more
farms in these two provimces whose ability to adapt to changing aix-
cumetances is very limited by their meager resources. This suggests
the real division bstween aresas of predominsutly subsistence faraing
aad the areas of commercial farming. Tha division betwesn thasa two
doas mot follow provincial lines, but the greatest concentrations of
subsistence farms occur in these two provinces.

1
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Table 2-1
Percantaga of Farwers and Heldings of Different
Sizes by Provines (1960, 1961%)

Sise of Holdings (acs.)
A-15 15-30  30-50  50-100 100-200 1200  Total

Lainater
Holdings 15.2 19.4 19.1 20,2 1.7 4.4 100
Yarmars 8.2 18.1 .7 27.1 20.9 100
Manster
Holdings 19,6 17.3 1.4 26.8 1.9 3.0 100
Yaruers 7.4 10.8 23.5% 12.9 17.4
Connacht
Boldings 29.2 35.3 24.2 12.0 2.5 0.8 160
Faxrmsxs 20.4 y’.0 27.1 12.4 3.1 100
Ulster
Holdings 33.4 28.8 19.4 13.2 4.0 1.2 100
Farmars 27.6 30.0 22.9 14.6 4.9 106
State
Boldings 24.4 25.3 1.4 18.7 7.8 2.4 100
Farmers 14.5 25.6 25.5 22.5 11.9 100

*Holdings 1960; Farmers 1961 7
Source: TVesmall, Rosemary "Structural Chasge in Irish Agriculture"
in Ixish J. of Agr. Rcons. & Rux. Bec. 1.2, 1968.

The characteristies of the farsing population datermine thair
willingnage ~ as opposed to ability - to changs. Charscteristics decu-
manted ars ages and marital ststus of farmers. It soome Yessonable to
suppose that in general age of farmers vould be negatively related to
readiness to change. While being unmarried might sllew & farmer to
take greater commereial risks snd broades the field of his possible
sctivities, it also reduces the incentive to build ap his business to
provide for ehildren or to pass on the farm to his direct heir as a
viable concern. The latter sffects are more likely than the former
vhen the typical uamarried farmer (as well as the marriad one) i
middle aged or older.
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Over 70 percent of the farmers in uearly all size groups and in
all four provinces were over forty five im 19611, and less than ten
pexcant in all groups were under thirty five. The proporticn of farm-
ars uader thirty five is lowsr on the smaller farms and lower in Comnacht
and Ulster. This suggests that buth the ability and the willingness to
adapt to changes in the economy is least among those farmers and in
those areas most in nsed of changa. In fact it £{s true to say thet these
vho depend completely on a farm thst is not visble by current standards
have failed to sdapt to prasent couditions. A farm of fiftesn acres
(unless it has some capital jntensive enterprise such as glasshouse
e:m,whicﬁ iz rare) almest certainly csnmot produce an income that
veuld be asceptable in other ssactorz of the economy.

As regards the number of usmarried farmers, the proportion incresses
on the smaller farms in all sreas, reaching its highest leval of 40.7
percent (fer all ages) on the umder fifteon scve farms in Ulster. But
overall the level {= high whieh‘ suggests a high proportion of farmers
vhe axa relstively inflexible w!m of change.

These two chavactaristice eof the ferming populiation are consistent
with the type of farming preadominest iu nearly all areas of the stats.
Cattle grazing is essentially an extensive enterprise with low returns
par acre and low labour requirsments par scre. Its popularity is doubt-
less ancouxraged by tha relatively high level of slderly and vamerried
farmars. The latter sey not only lack the inceative to operata theirx

farms move istensively, but alsse be unable to do so by their own labour

l‘nu two axceptions to this are in Mumster. Only 69.5 and 69.3
percent of the farmers opersting holdings of 50 te 100 acres sad over
100 acres, reaspectivaly.
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ealy. It is harder to reconcile the 1dea of small farms par se, with
sn extensive systewm of expleitation, a situation that existed even when
the agricultural popsulation vas considerably larger.

Anotber characteristic that is prebably related to ability to adapt
to pew circumstances is reluctanae to use medium or long term credit.
While the traditiomal merchsat credit, from spring ustil harvest, ox
other wall sstablished period, is very cowwon, 0'Neill [4) noted a marked
reludtance to use medium or lougy ters eredit. Whille 't.hh reluctance is
almost certainly decreasing, it could still operate sa a barrier to
mmm:m-m:mmumuaum1ngm
associsted with sgricultural development.

Whaile thess may be real obstacles teo optimum developwent in agri-
culture, the agricultere of the Commsunity {s not without sarious struc~
tural problems also, some of vhich are mave sarious tham in Ireland.

Table 2-2
Yarm population ssd farm sisze, Irelead sud the EEC. (1966)

| Luxem- Nether-
Belgiun Trance Germsny Italy bourg lsads Ireland

Yaram size (ha.) 16,2 17.8 10.4 6.8 16.6 11.0 19.8

X of labox force
in sgriculturs & 17 11 24 13 9 3

Source: Statistics Office of the European Community, "Basic Statistics
of the Community, 1967" Brusssls, 1968; Central Statistics
0ffice, "Consus of Fopulationm, 1966" Staticnery Office, Dublin,
1968,

The problem of small farms is greater in wmoat of the manber-states
of the Community aad the average fars size is considerably smaller

4n most of the meubsr—states. This direct comparison of size st be
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made in the light of the diffsrent types of farming prevailing in the
different regiona. Greater frequency of cropping and intemsive llve-
stoek emterprises im the agriculture of the Community than in Ireland
maks the comparison somewhat misleading. The problen of excessive
susber of small farms must also be seen in the light of the relative
sise of the agricultural population. Tha smallsx the relative size of
the non-farm population, the more difficult it is to provide altarmative
smploymsnt opportunicies for surplus !afu labour. This problem is more
 marked in Ireland than in say Western Luropean country axcept Gresce,
Spains amd Portugal, sad has been responsible for the almest unique demo-
graphic pheoemsnon of a decline ia the tetal population during most of
the present century. EKase of access te the highly developed labour
markets of the United Kingdom and the United Statss has served the pur—
pose thet migratios to the citiss, frem rural areas in the same staie,
has served eslsewhere.

A furthar jnsight inte the relation betwaen the agricuiture of
the two regions may bs obtained by comparing the level of mechanization.
The table below gives a crude measure of this feature.

Table 2-~3
Fara sechanization in Jreland and KEC
Vest Luxen~ Rethex-
Balgium Framce Oermany Italy bourg lands Ireland
Ma. grain/cosbine (1966) 74.2 88.1» 27.6 42.3 2.1 -~ 36,2
Ha. all crops/
tractor (1966 14.8 21.6% — 40.5 — 8.5 1.8
Cow=‘lilk1n¢
chinag, ** 23.3 52.3 129.2 - 13.7 22,6 67.0

%1965

dhpachines 1965, cows 1965/66.

Source: Food and Agriculture Orgsnisation of the United Natiomns, “'Pro-
duction Yearbook, 1967" Rome, 1968.
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Ireland occupies an intermediate positiom ia ali three ratios,
and although ths ratfios tell us nothing about the wiilization of the
aschinery, it sesms that the level of mechan{zation does not differ
greatly betwesn the iwo aress. A move vealistic comparison might be
with the more similar coumtries, Bslgius and the Netherlsads. 3y com-
parisca with these Ireland appears lens mechanised.

The comparisen of grain yelds shows somewhat sinilar results.
Both the Eatherlands apd Belgium have higher ytelds, while the other
four member-states have lower yields. The ailk yisld for Ireland is
lower than ia all six KEC members, snd wueh lower than the wore efficient.

Table 2-4 :
Parm mensgement charscteristies, Ireland and the EEC
(Ave. 1964-66)
o st Luxem— Nether-

Belgium Trasce Germamy Italy bourg lends Ireland

Av.yiald of whest 36.3 30.8 33.1 21.8 20.4 44.0 35.9
(190 kg/hs.)

Av.yiald baxlsy
{100 kg/ha.) 35.3 29.1 30.7 14.1 22.3 38.6 32.3

Milk yield per cow
{xg/ann.) 3849 2763 3621 2530 3505 4188 2324

Source: Food and Agricslture Orgsmisation of the Unfted Hations, “Pro~
duction Yearbook, 1967" Roms, 1568.




CEAPTER 11X
COMMUNITY PRICES AND IRISH PRODUCTS

Cattle

The main tool for comtrolling the imternal market of the Commmity
for cattle sud heef i{s the guide price. This is a price representing
a weighted sverage for all types of cattle. Normally it is established
for the financial yesr. The exteat to vhich the market subsequeatly
deviates from this level indicates the need for intervemtion buying.
Each mesber-stats may sst its intsrventiom price at betwean 93 and 96
percent of the guide prics., When the market falls to this predeterminad
leval, the intervention agency may buy Live smimals or beaf to improve
prices. Mcwmumhmznthhmuymthcum for
thirey days, and then omly if the market price has risen to at isast
98 percast of the guide prige. If losssa are suffered in the interven~
tion eperatioms, the agsucy is compsmasted by the Guidance snd Cuaran-
tes Pund of the Community. Thus iaterventios buyisg is not a direget
charge on the sxchequer of tha ceuntry invelved. This could bs a very
significant provision for a couatry such as ireland, whare agriculture
ssd more speaifically csttle produttion represents such a large proportion
of the mational income. TFor the Sovearnment to support the industry in
this way out of its own fumds could put & severe burden on its rasources.

Teraing to price comparisoss betwesn the Commaity and Iralsnd,
the first problem is what prices to uss. Yhe most useful price series
for the BEC appear to be a series publishad {n "Marche Agricols” [8].
This series represents an avarage prics, weighted by quantity, type and
grade of animal, paid te the farmer. It is the series used by the

17




18
the Commmmity for calculating fixed prices, levies, etc. The prices
used for the Irish market sre those published in the "Statistical Bulle-
tin [?l. This gives prices for different types of smisal, but no average
for all types similar to the EEC figure. Compsriag the two sets of
prices is net without its difficultiss. The EEC figures are for a
split year begimning im July; the Irish figures are for o calendar ysar.
An altarnstive seurce for Irish deta ia the series published by the EEC
1n the reference cited sbova. Nowever there is no indication that it is
veighted for the hesvy seasonality of the Irish cattis trade, and it
appeaxs excessivaly high dy comparison with the averags prices for
various types of animals quoted io the Irish reference.

The most realistic compaxison is probably made by using the EEC
average for prices in the member-states and a rather arbitrarily weighted
averags of the prices quoted for “fat cattle - 2-3 yesrs old" "- 3
yaars old and over” and "~ cows and bulls".} In fact, as the figures
show, the comparison is aet sensitive to fime differences in the prices
weed. Unlsas the estimated average Irish price is grossly in ervor,
the magnituda of the differemce between tha two is net sigaificantly
affected. In a study at this leval, the difference between a 50 and
s 60 percent price iscrease is of limited consequauce.

The comparison was also made for two time periods, 1963/64 to 1966/67
snd for a single year 1966/67. While in gensral s three ysar price
average should previde a better basis for & discuseien of relative

prices, the prassat case is ons of a fairly rapidly developiag markat,

: l'nm clanses were weighted in accordance with the proportions
in which they warsa exported.
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40 that changes during the period may make the prices of the first year
sonevhat misleading. On the other hand, a three year average for the
Irish figures does not suffer this advantage, and Irish prices declined
over the period in contrast to the long rwm trend, so that a comparison

of the last year alone would sarve to sxaggerate the differeunca.

Pig production

Mathods for protecting the ianternal market for pigs and pig maat
axe eimpler than in the cass of cattle in the Community. Inetead of
national guide prices, thera is a single base price for the Commmity,
The level at which individual sember-states may intervene varies widely
snough to sllow differsat prices in different regions. The intervention
levael must be between 85 and 92 percent of the base pricae.

The prices used in the comparison come from the same sources ss the
cattle pricas. In this case Irish prices are gquoted for bacon pigs and
perkers, but aot tef pigs generally. A simple sverags of the two is
us#d bacauss the difference between the two is small and more accurate
weighting would not affect the implicstions of the comparison. The

tims pariods are alsc the same as in the cass of cattle.

Milk

Milk prices are supported by means of a single target price for
‘ the whole community., Iutervention buylug takes the form of purchass
of milk-products by the appropriate intsrvention agencies at a pre-
determined level. The prices used in the comparison are those published
by the EEC. This aveids problems of conversiom and quality. It is

assumed that becsuse buttey prices in Ireland are gdminintcra&iand
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are stable for long p.nm, ‘ ,ﬁu EEC reports them more accurately
than it can, e.g., cattle prices which vary from day to day and rep-
resent 2 much less standardized product. The time period is the sana
as the other livestock products,

Grains

Policy on gratum important to the Commumity {s based on the
indicative prics. Derived indieative prices for the different regions
are caleulated from the general indicative price. Asseciated vith the
former are intexvemtion prices set at a level of betwses 90 and 95 per-
cent of the derived indicative price. Tha loss, if any, suffered by
ianterventioa buying 1s msde good by the Guidamce and Guarantee Fund.
The prices used for gains are from the REC and Irish sources slreaady
cited. The time periods are the same.

Comparisous for the other crops dre on the seme basis,

EEC prices for Irish products

To astimate the level of producer prices in Iveland under KEC
conditions requires not only some rather arbitrary assumptions about
policy, but slse an acceptance of the wunderlying rationality of the pricing
System of the Community that may be herd to justify fn face of the varis-
tion batwesn the average pricas of the member-atates. The average prices
for the mesber-states in the period under considerstien are net fully
consistent with the idea of bhighest prices in areas of deffeit and lowent
prices in areas of surplus, the difference belng mainly accounted for
by transport costs. The Ketherlands is a producer of beef for export,
yet its 1967 producer prices vere the second highest in the Commmmity.
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In the same year, Belgium, a net importer of cattle and beef, had the
lowsst prices for cattle in the Community. It would appear that such
discrepancies can be axplained iz part by the state of devalopment of the
common markets in particular cemmodities. Indtizlly sember-states’
prices were widely divergent muna to particular naticaal prices,
and have besn graduslly comverging to spproximste the aims of EXC
policy; yet in the peried under comsiderstion they still showed strong
evidence of their diverse origine. Tha salecticn of apprepriate levels
for Irtah producer prieces, in face of these problems raises difffcultias.
Should they be related to hypothetical guide prices, and if eo, at
what levels should thess be and how clessly could preducer prices he
suintained to them? The cost of transport is anothey probles. In
ideal circumstauces, this should be the major determinant of price dif-
ferentisls betwesn Iveland snd the continental wembers of the Commmnity.
YThese would vary with the sisa, type, direction and ragularity of trade
and thase themselves are highly wmcertaia.

An spproach that has the virtus of simplicity and shwuld result in
a2 reasonably coosarvative prices is to take the lowest averaga sational
price ia the Commmnity, less ten psreent in the case of commodities
sxported by Irsland, as ths reguirsd preducar prigu. This should give
prices corrsct to an ordar of magnitwde suitable for our purposes.
Using this method gives ths following reswlts.

;
i
£
I
:
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Table 3-1
Community Prices and Irish Equivalents (UC/100 kg.)

(1) (2) {3) (4) (5)

Product  Lewast EEC  Av. Irish Irish equiv. (4) as %

 Price Frice Price of (3)

Cattle 58,441 35,455 52,597" 148.35
Pigs 56,320 57,599 50,688" 88.4
M1k 8,127 6,375 7,314" 114.7
" Eggm 53,959 57,199 53,959 96.3
Soft wheat 8,121 7,762 8,121 104.6
Forage barlay 7,762 5, 945 7,762 130.6
Oats 6,584 5,269 6,584 125.0
Potatoss 8,147 5,967 732" 62.5
Sugar best 1,332 2,221 1,332 §0.0

*Equals 30 pexrcent of lowest KEC price

It veeds to ba emphasized again that there iz s highly arbitrary
slament in thesse figures. A geod case could be made for sslecting
othar figures to give somevhat diffsrent results., However, as wvas
mentioned before, the results, at least in ths broad terms in which we
are interested in them, ars not sensitive to changes in the estimsated
pricas.

Another possible appresch is to use gulde prices or bass prices,
choosing the lowest svailabls and daducting ten percent vhers appro-

priate to reprassant transport costs. This gives the following results.
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Tabls 3-2
Estimated Irish Producer Prices in REC Conditions (using guide
ox target priees) [U.C/100 kgs.)

1) (3) (4)

Produet  lowest appro-  Iridh Irish “EEC  (3) as X

priate XEC prices (1967) price” of (2)

standard (1967)
Cattle 62,431 34,070 56,188° 164,49
Pige 7,182 59,102 67,217 13.83
Mk | 9,064% 6,375 8,158°  127.20
Eggs 53,959° 57,199 53,995 94.34
Seft wheat 9,664 7,762 9,66 124.45
Forage barley  8,20° 5,945 8,20 137.93
Oats 6,584° 5,269 6,584 124.56
Potatoss 4,147° 5,967 3,732° 62.54
Bugar beat 1,332° 2,221 1,332 39.98

ot

Lowest national guide price for pertod 3.4.1967 to 31.3.1968.
Bagse price feor Community for peridd 1.8.1967 to 31.10.1967

w

Similar to Tabla 3-1

s ve d
Average ot 4 intervention price for lowest priced regiom, 1967.

Corraspending figure in column (1) less ten perceat.

A,

Thie set of prices gives significantly better prices for pigs,
uilk asd whest, but only pigs chamge from sa apprecisble fall to an
incresss., This will be discussed later. In gensral, ueing thess prices
rests on ths assumption that the hypethetical iatervention agency in
Ireland would have rather more success im meintaining producer prices

at the required levels than hsve the intervention agencies currantly

operating.




CHAPTER IV
POESIBLE DIRRCTIONS UNDER EEC PRICES

The sot of prices for Irish commodities diseussed Lo the previous
¢hapter probably errs ou the conssrvative side - st least in terms
of what could be done with the available figwres - yet better figures
Sre by no means cartais snd thers are strong aconomic forces at werk
to cppose the maintensncs of the prices of commodities at levels well
nbmu:umnmm;m, upuchnymmmuypto—
duces same of these cowmedities im quentitics greater than consumptios.
Consaquently conclusions based on cowservative prices are prefarable.

It is not prices alewe that determins preductiom response but the
sxgess of prices mr costs. Cross marging ars what farsers usually
use as o measurs of comparative incemss from slternative entarprises,
Shashy (9] has produced estisates of changad gross aargins uader
tertain EEC assumptions. They sre hewever based on gutde prices
ndhmmushcrgwu&umnttumiatupmimww
tar. Sst forth balew are a similer set of sstimeted proes wargine
but based ou the prices of the previeus shapter.l

Tabls 4-1
Cross mergius woder 1967 prices and estimated EEC prices
1967 pricas EEC sstimates
b/ac
Cattlie 18.3 28,0
Pairytng 31.8 48.2
Whaat 7.7 28.8
Barley 26.5 3.1
Oats 13.9 i&.0
Sagar beet 73.5 23.2

24
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The significance of these is that in spite of large and varying
changes in the relative and sbsolute sixe of prices to producera, the
Telative profitability (Judged by groes margin) of the various eater-
prises under EEC conditions would mot be radically changed. Excluding
sugat best, dairying is the most profitsble enterprise under both
sats of prices, and cattle producticn shows & lover profit thaa the
best of the grain crops. This suggests that optimum ﬁjumu to the
proposed circumstances would require less radical change than s com-
sideration of price alone would suggest or as is populariy balieved.

Cattle and dairying

The fifty percent increass io eattle prices would cartainly serve
a8 & stisulant to incresased predwction, which aven with present prices
is showing a2 steady though modest incresse. The smallexr increase in
ailk prices plus its higher abaolute level of profitability is probably
adequate to pravant a bottlemeck in the supply ef calves to the cattle
industry, especislly whea the price of calvas is likely to be incressed
at least proportionataly to the price of matwre cattle. In fact com—
petition for calves could imcrease their price by far more than the
proporiisnate incresse ia cattle pricas because of the relatively low
fovestment required by potential cattle producers and their conse~
quant low commitment i terms of time. However there would be incentives
to obtain better yislds from cows, but beth paths of expansion ars
posaible and likely, with a nev equilibrium being established for the
supply of and demand for calves.

The additional factors nesded for a higher level of output in the
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cattle/dairying sector would consist of:

~ more lamnd and/or iuproved ylelds of Erasse due to
izproved management but more especlally due to greater
use of fertilizer.

-~ in addivion (but to some extent as an alternative),
increased quantities of concentrates based on barley
or scume lmported feed grain.

~ small increases in the quantity of machines, especlally
milking machines, but also tractors, fertilizer dis-
tributers ana forage narvesters.

The requirements for these factors depends on the extent
to whicih the expansion took place in each of tne three pos-
8ible ways - lncreasing the anount of landg uged, using the
same amount of land more intensively or ehangling to a grain
based tecionclogy.

bxpansion via the first path is limited. Righty eight
pereent of the agricultural land is already in grass and
sheep occupy a relatively swmall amount of the land suitable
for cattle. nxpansion by intensifying the use of these
Yésources nas been goling on for some time with comparatively
little increase being attrivutable to the use of former wheat
lands, and the physical restrains on intenslfication are
probably distant for most farmers. It involves increased
production of grass and storable fodder malnly by greater use
of fertilizer, but it also reguires wore investwent in con-

centrates and probably higher standards of muanagement., As
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nas been polinted out this has Leen happening for some tlue,
thcugh 1t 1s aol clear what are the wajor constraints that
have been experienced and have dictated the slow pace of
developwent. To attribute it mainly tv lack of a priee in~
ceutive 1s probably voo optimistic an explanation.

The third method of expansion 18 changing to -~ or adding
to exietling systems ~ & grain feeding operation in which
srass, 1f used at all, has a very minor place. It reguires
heavy investment 1n-faeding Btulfs and nhas an inslgniticant
land requirement. Io addition, 1t produces an snizal that
is somewhat different to tne animsal produced by the srass-
vased systewx. The grain fed animal 1s probably ready one
to tWwo years earlier, witin a higner value per unit welght but
& lower value per nead. This type of animal iz used wicely
on the centlnent, but oune cannot say without cunsiderable
agrketl research uodW the older grass {ec animal woule coupste
witn 1t.}

Grain ang grass systewe are not discrete alternstives.
Aliaost any combination of the two, from ail grass to all
grain 1s possivle. Considerable quantities of concentrates
are fed at present, probably by the better livestoeck farmers

durlng the winter and especially to in-calf cows.

IThe difference in prilces for cattle of different ages
is small on the Irish merket. Average prices for 196%-67 for
two year old and three year old fat cattle differed by only
2.18 per live hundredwelight.
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before persuilng further tie alternatives open Lo the

liveatook faurmer, an cutline of the possibllities for the

other aajor enterprises is relevant.

Plg production

Pig production accounts for about ten percent of
agricultural income. The squivalent EEC price (by the present
calceulations) is about'l2'purcent below curreht Irish prices.1
In addition there appears to be less difference in the EEC
prices for light and heavy plgs than between Irish prices
for bacon pigs and porkers. This makes the bacon plg even
less profitable than the porker. On the input side, the
increase in Larley prices of about thirty percent woula
greatly reduce the producer's margin. The other chief
source of plg feed, skim miik, wight also increase in
price if the relation between whole milk and skim 18 main-

talned.

Other liveatoek

Sheep production 1is ilkely to get the sane support
a8 sattle tﬁ% al some stage, but at present this sector 1is
not directly supported. Consequently sheep production is
unlikely to be able to compete with cattle produgtion on
any but the marginal land. However the sharp increases

in beef prices are likely to increase mutton and lamp

lThe difference between the base price for pork in
the Community and the three year averayge price in Ireland
amounted to 16.7 percent in favour of the former. Even if
ihis price were realized, kxmt it would be offset by the
increased input costa.

e . i, e e e
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prices somewhst to improve its competitive position on
both the home market and the British nmarket (assuming
British membership also). Additicnal hope 1g offered by
the fact that in recent years it was possible to sell
Irish lamb on the French market despite a high tarifr.

Poultry production is ilkely to face the same problems
a8 pig production. It has already become a speclslized
industry independent of the remainder of agriculture,
Increased input prices seems likely to aceentuate this
charactaristic and discourage all put large scale and

efficlent producers.

Crops -

The estinmated prices for grain erops favour barley.
#hile the price for soft whest shows no signifieant in-
erease, barley prices are estimated to be at least thirty
perecent higher. This would engcourage the present trend
out of wheat and into barley. ™This highlights the para~
dox of EEC policy. In the Irish context, 1t is likely
that pig production would decilne which means the reduc~
ticn of the chief merket for barley, yet production of
bariey would be encouraged to increase even more rapidly.

The root crops, mainly sugar beet, would face much
less attractive prices and it would seem inevitable that

thelr importance as cash oerops would decline.




30

Summary of external forces

Cattle and milk production would be encouraged to
expand by generocus price inereases, particularly the former.
This would lead to an increass in the demand from this
sector for feed grains, as inoreased prices made it more
economical to feed grain and inereased stocking required
increaseg amounts of supplementary feeding, Sheep pro-
duction would probably not be able to compete for the
better land, but its prices would probably inerease as a
consequence of greatly increased consumer prices for beef,
Pilg production is likely to become absolutely and relatively
less profitable as & result of inereased costs and lower
prices. Conseguently the demand fopr barley could decresse
8lgnificantly. At the same tims grain prices would en-
Courage an acoelerated substitution of barley for wheat
and oats, and possibly an overall inerease in the grain
acreage. In general the root Crops also become legs
profitable and their usefulnes€s as ¢ash erops would be

greatly iupaired.




CHAPTER V

ADJUSTMENT IN IRISH AGRICULTURE

The lwposition of the REC price regime postulated in
the previcus chapter would require two types of agjustment -
a change 1n the allocation of resocurces between enterprises
and the development of a new and/or iuproved technological
basls. The first adjustment would be the result of a reac-
tion to a combination of incentives (lmproved prices for
some products) and disincentives (reduced prices for others).
Generally, the second type of adjustment depends only on
positive incentives, gilven the continuation of prices at
the jevels postulated.

Lecause of the generally iixed character of Irish
farming, the changed price regime would be damaging (in the
sense of an absolute and sizable rall in income) only to
those farmers specializing in piy production or root cropa
(essentially sugar beet).l The majority would probably
find that losses in one enterprise ﬁggiﬁ offget or consider-
ably modified by lnecreased prices for other produets. Since
the commodities for whieh a higher price was postulated

repregented 2.7 percent of agricultural output in 1967,2

lRel&tivaly unimportant enterprises (in terme of the
numbers of farmers involved) suech &8s horticulture or broller
production are not dealt with here and are exeluded from
the above rewarks. E

21f mutton and lamb were included this would represent
67.0 of total output.

32
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it would seem that adjustment even 1n the ahort term need
uot present sreat problems on the farm level. 1In addition,
the ilat of products acceptable under the new price
regime could be lengthened, if commodities which it would be
economlcal to feed to livestock but not to sell were in-
cluded.

Adjustment of the second kind - moving to higher levels
of efficleney - would be a slower brocess. Realloeation of
resources if not to an optimum set of activities, at least
to an acceptably profitable set could incresse income to
considerably above present levels. I farmers were strictly
rational profit maximizers, this would not wealen the in-
centive to persue nigber income througn greater efficlency.
If they were "satisficers" this would happen. It seews more
realistic, in the light of ¢xperience, to assume that the
reasction of farmers in the aggregate would lie =omewhere
between the two positions, which is to admit that higher
incomes at current levels of output would tend, tov some
uegree, to weaken incentives to further increase incone by
means of ilmproved production, or in effect to zlow aown the
rete at which iuprovement would take place. In the long
tern, fallure to improve efflciency would widen the gap
betweeén the agrlcultural and other sectors of the economy
80 that the incentive was again strengthened, but this

effect is not relevant to current considerations.
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Higher lncomes would alsoc 1lncrease the ability of
farwers to wodify thelr technology, by increasing their
spending power and improving their credit worthiness, at
least in terms of net wortnh and ability to repay loans.
It has been suggested [4] that in the past self-imposed
ilmits to borrowing were more important than limits imposed
by lenders. If these self-iuposed limits were not related
to strictly flnanclial considerations and were determined
Dy such things as generally unfavourasble attitudes to credit,
it is unlikely than an lmproved flnancial position alone
would cause Increased use of creult. On the octher hand there
nhas been a steadlily increasing use of credit, which suggests
that trasditional prejudices apgalnat 1t are becomin; less
cominQi, and - presumably - borrowlng becomes something to
be determined wmore completely by f{inanclal considersations
alone.

The reaction of & large number of individual farmers
Lo changed market conditions is difficult to preduct. How-
ever speculation about sueh behavicur may be informec by
past experience and a fairly plausible outcome suggested.
Chapter 11 offered some reasons why change in Irish agri-
culture tends to be slow, yet the magnitude of changes
experiences in the past would not be as great as the change
in the price structure suggested as an spproprlate indication
of Community conditlons, and conseguently we would expect
the reaction to be proportionately greater than it has been

in the past.




Cattle/dairying

The increase in cattle proauctiocn over recent years
¢can be attributed to the following faetors: the substitu~
tion of dairying for wheat production, lmproved animal
health (including lower incidence of infertility among
cows and of calf deaths), younger slaughter age and better
wanagewent of liveatock and grassland. All thesel could
be expected to continue and accelerate with the considerably

higher prices envisaged for cattle and nilk.

It is probably true that s great deal of the wrasslands -

especially the permanent pasture -~ receives very low levels
¢f fertilizer. ConBequently consideraple growth is possible
before a large proportion of the farmrers would face the
problems assoclated with intensive grazing systens, In
general very little investrent is needed to initiate or
expand production. This relatively easy e€xpansion path is
nct without limits. While silgnificant inereases in grass
production can be achlieved without difficuity, there 1s s
peint at which management begomes very important. Health
problens become critical and more difficult to control with
intensive graging and the actual organization of the grazing
over the available pasture must be carefully organized.

In addition, the farmer becomes more dependent on purchased
feed in the event of a late spring or summer drought, apart
from the higher quantities of supplementary feed normally

fed. Experience of intensive grazing is Ilmited, and it is

1
With the possible exception of wheatland being sown to grass.
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the better managed farms, more likely to increase sulput
that are closer to this critical limit, though these are
the farms that aouldimere easily handle sueh problems.

Additional land for cattle production is likely to be
iimited. Some of the better sheep land would be used for

cattle, as could some of the land eurrently in root orops,
though the production of this erop might be encouraged for
on farm use by the high price of feed grains. The last
source of additional land is the land ¢urrently producing
grain. This 1is more likely to bhe used for barley than for
Lrass.,

wWhile intensifying the prass based sygtems will inevitw
ably require more Bupplementary feed, there rewnains a wide
range of possibllities between a BErass system with liberal
use of gralns and & systew fully based on grain. The tradi-
tional charaecter of cattle raising as a low cost, low return
activity would discourage the latter type of caitle pro-
duction, but the greatly increasec prices for csttle would
certainly encourage going some of the way towards it,
Changes in trading patters could also encourage it,

Currently the trade with Britain in store cattle is
encouraged by the defleleney payment available to British
faruers who buy Irish stores andg kKeep them for three months
before slaughter. This inflates the price of unfinished
cattle compared to finished cattle. Without such support

it would probably be as profitable to sell finished as
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unfinished cattle on the British umarket. The present system
in the cattle sector is based on producing the greater part
of the cutput as unfinished animals and a change to the
production of finished animals would require additionel
resources or a reduction in the numbers produced (or at
least slow down its rate of increase). This suggesats that
there would be an opportunity of 'inishing cattle in feed
lots using grain as the major feed. Absorbing part of the
supply currently being exported as unfinished cattle, in
this way would reduce the probleme of adjustment on the farn
and maintain the numbers of cattle produced. It would need
large scale operation as the difference between the cost of
efas8s and purchased concentrates would be large. Such a
development on & large scale would produce a new demand for
barley, which otherwise would be in danger of loosing 1ts
market. While the opportunlty for such a development would
€xXist in the circumstances postulated, it would represent
a break with established methods of farming, and could not
be predloted with any confidence.

In terms of marketing on a large scale, radical changes
in trade directions would create problems. Trade channels
for handling the live animals of the British trade are
well estaBlished, but a change in this trade would require
the development of new inatitutions and new ¢channels,
Slaughter and storage facilities are adequate for the present

sltuation in which the greatest parv of the trade is in

e
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live animals, but should this trade change to one of beef
instead of cattle, a very large expansion of these facilities
would be needed. It is llkely that the commercial interests
involved would welcome the cpportunity to incerease thelir
trade and provide the facilities necessary.

Finally there exists no agency sultable for interven-
tion buylng. The oreation of such an agency by the state
would present nc problems as the actual handling of the
intervention can be contracted to sope other commercial
concern. At least one of the co~-operative cattle marts
has the facilities to undertake falrly large scale pur-
chasing and storage.

what 1s true of cattle production 18 true generelly of
dairying. Price increases Tor milk ape not as large as
for cattle, but dairying could also expeet to gain from
increased prices for calves caused by the blg increase in
dewand from the cattle sector. In addition, dairying ofrers
Bome advantages over cattle production, It produces -
under the Irish systen ~ a monthly payment for milk, as
Opposed to the more irregular income from sales of eattle.
Tnis 1s of importance to the low income farmer at least,
Dairying 1s also & more profitable enterprise and one nore
demanding of labour. while there would be gome tendency
To concentrate on sumuer milk production because of the

loas of a higher winter Ppice offsetting higher costs for
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winter wmilk, this would probably not create provlems out=
slue the creamery industry and these would be compensated
for by the price of butter, and increased throughput during
at least part of the year. On the other hand, milk prices
would no longer be guaranteed in the sense that they are
oW, #While intervention buying woula probably produce
falrly stable prices, the present aystem provides & known
price per gallon. This is perilodically ehanged, but only

arter consultatlon with representatives of the industry.

Pig production

Though the relative price position of pig proaucticn
is worse under EKEC assumptions, there are a few factore to
moderate a contraction of the industry. Pilg production does
110t have the same land requirements as otherp enterprises.
It offers opportunities for increasing income when land is
the ecnler limitation. Traditionslly 1t has been a coniple~-
mentary enterprise te dairying with the skim milk being an
lwportant part of the feed. whetber this relationship
vould continue, depends on - among other factors -~ what the
relationship between the price of skim and the price of whole
milk was. Pinally much of the investment requlred for this
enterprige is fixed. It has a zero or negative salvage
value and this represents &n incentive to stay in the business
even in face of & relative or absolute decliine in income.

The factors that would tend to encourage a contraction
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of the industry S8#em nore compelling. The most important
1s the price of grain. This alone woula be a very strong
disincentive. Coupled with a reduced price for the product,
1t must reduce the profitc considerably. There ig also the
faet that Inecreasingly heavy investment 1is required for
efficient production. Technological changes 1in pig produc-
tion have been more Cbvicus than in other enterprises. 411
this suggests that Plg production is acquiring inereased
¢conomies of scale, so that it becomes less ap enterprise to
inecrease the swall farw's income, than an industrial type
operation based on heavy capital inveastuent. The changed
price relationships Intensify this trend. In short, the
future for pig production seems to be one of large scale
Bpecialized production, and the question arises as to where
1t should pe sltuated, at the Bource of the feed grain op
at the market. If the former, an Irish plg industry would
still be at a dizadvantage due to transport costs to itg
chierl market, Only on the home market would it have an
advantage and 1ir production was limited to home market
requirenents, a very large contraction in the size of the

industry would be requlred.

Grain crops

Looking at the supply 8ide, the relative advantage of
barley 1is such as to make it a far more attractive crop
than the other graing available to the Irish farmer. This

aould be axpected to‘accelerate the current trend to increased

S AR
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bariey production, at the expense of wheat and oats. The i
transfer of wheat land to grass uight offset this to a small
degree, but the attractlon of barley, especially to the
farmer With some investment in equipment useful only for
gralns, would seem to be great.

Turning to the total supply, the country is heavily
dependent on imported wheat. In 1967, soume fifty nine per-

cent of the wheat supply was home produced, but this year

was not typlcal and in recent years wheat produetion has
been c¢loser to one~third of the supply. The feed grain

pesltion is outlined below.

Teble H-1
Sources of feed grain, 1Y67.
Tons
bomestic
Commodity Inports produetion Total
Barley 6,382 451,600 457,981
Oata 8,785 : 39,950 k8,735
MZigze 113, 689 - - 113, 689
Total 128, 856 491,550 620,403

Source: Central Statisties Office, "Statistical Abstract
of Ireland 1566" Stationery Office, Dublin, 1966;
Central Statistics Office "Statistical Bulletin®
(guarterly) various dates. 3tationery Office, Dublin.

E
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In round terms nearly eighty percent of feed grains were
home produced. The antlcipated fall in pig production could

increase this figure to one hundred percent fairly rapidly,

o




42
especially if produecticn is rising st the sane time. While
the trend towards a barley surplus could be slowed down by
inersased demand for malting barley from brewerlies and
distilleries (assuming they can @xploit the Community market)
a3 well &s increased levels of feeding supplementary ratlons
in the cattle and dairying sectors, 1t 1s unlikely to reverse
the trend unless the latter sector becomes heavily dependent
on grain which is not llkely in the short run. Thus, |
without a compensating demand from the cattle sector, the

problem of subsidizing exports becomes & recl posslbillity.

Other ¢rops

The prospects for other crops are not hopeful. Host
face actual aeclining prices, or if not a relative fall in
price. Conseguently their ilwmportance as cash Ccropg seemns
likely tc be small, except for some specialized enterprlses
such a5 production of sBeed potatoes for export. uWhere a
rotation is practiced, they way have a place in this, or
for on~farm feeding as an alternative to the purchase ol
expensive concentrates. This role, however, seems to be

an essentially limlted one.




GHAPTER VI

CHANGE AT THE FARM LEVEL

The significance in these changes in price can be
better appreciated by considering their effect at the farm
level and on different types of farms. Five ualn systeus
of farm ing (and two Bubsystems) hsave been distinguished
in Iriasn agrieulture'[lﬁj. These are:

System 1 Creamery :ilk produstion

Hetter sells

L

1k Creawmery wilk production Poorer soils

2 Creamery wllk and tillage

3 Ligquid milk

& Dry stock - Better solls
4A Dry stoek -~ Poorer asolls
) Tillage

This divislon i3 on tne basis of predominant enier~
prise anc does not imply a high level of specisliization,
probably tue majority of farus coula be categorlized as
mixea. Lt iz alsc true that wost types of fuars ccour to
aome degree 1ln most parts of the country, though wilth dif-
fering frequencies so that in many areas one type predominates.

A furtner type of farm ~ subsistence farming - is sone-
tines used Lo deseribe the swall holdings, mostly on poor
8011ls along the West coast. JSuch farms may produce & little
of several products, but as the description lmplies thelr
off-fark sales are severely limited. It i scarcely con-

celvable that under any realistic systenm of priecing that

43




by
fthese farwes would bve viable. They suffer not only frow
anall size and poor solls but are freguently remote from
markets. The probleg presented by these Larms la niore one
of finding alternative employment for the owners in an area
where such opportunlties are rare. Ho nore will be sald
of this class of farm.

The first catepory of commereclal farm ~ creamery nilk
producers on better soulils - predominate 1In the lowland
aress in the Southern halfl of the country, shading into
class 1A (creamery milk producers on poorer solls) towards
tne west and into tlllage farms towards bthe East, wlth the
ereagizery milk and tillage cateygory Interspersed with the
tillage farms. Drystook farming predominates in the mid-
lands and towards the west it 1s carried on on poorer solis.
Liguid mlik producers are found ipn the vicinlty of the larger
urpan areas. It must be emphasized that this is no more
than a general tendencey for fars types to be located in
certaln areas, with wmore than one type typifying certain
areas.

Turning to the subject of prices, the firat type of
farm to be considaréd i8 the creawsery milk system. On
the better solils these farms support on average frowm 6.1
mllech gows (for under thirty acres farms) to 23.2 {(one

hundred acres anda over).l For all fsrrs, the modal value

lAll figures cerived from data in [10].
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is around ten or eleven. In addition they would have a
greaster quantity (in terus of dairy cow equivalents) of
other livestock, mostly other cattle. Such farms - and
this represents & very broad class varying from speclalized
dairy producers to farms with scarcely half thelr lnco.ue
from wmilk - would be affected by the suggested Community
prices in several ways. Their recelipts from milk would
increase, earnings froan calves ahd other heef cattle would
increase, but earnings from other enterprises need not
necessarily inerease and could decline. Costs, mostly pur-
chased feed, would lnecrease.

Dairying would continue to show & larger margin per
acre than cattle raising, but the choles between then,
which in most cases is a cholce between the proportion of
ench on the one farm, would contlinue to be subject to such
practical reatrictions as limited labour or capital or a
reluctance to increase the dairy herd to the polnt where 1t
Wwould becowe heavily dependent on purchased feed anda the
consequent canger - real or imagined - of having to sell
dairy cows. Presumably the other enterprises would be ad-
justed to ke consistent with thelr changed profitability,
subject to their place in the farm plan. This would probably
mean abandoning some or all of thex and & consequent move
towards greater speclalization.

These conclusions are also applicable to creamery milk

producers on poorer soils. They would have a greater
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financial incentive to wake more use of purchased feed {0
overcome the natural disadvantages in producing their own.
However if we hypotheslize some relation betweem farm income,
education, or size of operation and such factors as ilnnova-
tiveness, propensity to take risks or to utilize oredit,
or 1In short that poorer farms are lesg llkely to change
than larger rarmsl, it would appear that these producers
are unlikely, on the waole, to make the reguired chanpes
in their system of farming.

The poslition of fthe creamery mlilk and tillage farms
is 1n part similar to that of the mainly creamery wilk farss.
The effect on the tlillage enterprilse - whether 1t occurs on
& mixed creamery milk and tillage or malnliy tillage {arm -
would vary. Those farms producing grain would be faced
with an increased incentive to produce barley, and could do
80 witn a winlamur reallocation of thelr resources. Firms
heavily dependent on rooct crops - in practice this weans
sugar beetl - would be faced with the prospect of a large
income reduction or the selectlion of alternative enterprises,
Depending on physical conditions, this would probably be
elther barley or livestoeck. If the latter choice were dsiry-

ing it would create an additlonal demand for cows of at

1
xHo regearch has been done in Ireland to support this
thesis, but research elsewhere, especially in the U.S. as
well as informed opinion in Ireland would suggest that 1t
may be & factor in agricultural change.

i
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mogt 0.2 percent of the current eow populatiuﬂl, B
presumsibly a proportionate increase in ealves and mllk.
by comparisen with annusl fluctuations in the guantisy of
these products warketed annually, thils iz a small change.

Firus ﬁraﬁucing iiqulid milk primarlly would face a
small decrease in their income. Currently such farms get
pala a premium for thelr milk which under EEC pollcy they
would lose. The relative reduction in income of producers
for the liguld market would not be great enough to Justily
any ¢hange in thelr system.

Fipally faras based predosinantly on cattle production
could snticipate a large lncrease in income, wnether they
were situateq on vetter or poorer solls. The CERUrEs Qon-
cerning the possibly preater resistange to change on the
poorer farss in tne dalrying sector apply also nere. Uon-
sequently the chauged price struciure could result in an
increasinsg difference between tne better anyg peorer farug,
43 the better farms rescted more vigorously vo the price
incentive and intensified thelr production te a greater
geyree thus exaggerating the gifference due to the natural

reapurces of the lfarss.

lThe number of cows on dairy farme 1s about 0.2 per
sere averagling together all farm siges. It the total beet
acreage of 65,500 acres (196%) were stocked with cows at
this rate it would reguire approxlmately 13,000. The total
cow population is approxiumately 1,500,000. The cows per
farm ratlc 1s doubled to allow for the faet that on dalry
fares only about half the livestoocx econsiats of cows.




CHAPTER VII

IMPLICATIONS

While political developments make the veslization of the situatiom
discussed in the paper sppear increasingly unlikely in the short rum,
the conclusions have some implications for the long run. The comparison
of recent Irish and Comsmunity prices shows that Irish agriculture has
much to gain and a little to lose by gaining sccess to the Commmmity
market wnder its presest price structure, but it would be of greater
sigaificance i{f this situstion ssemed likely to comtinue.

In fact, thie 1s likaly to be the eas;. The Compunity is a large
{iwportar of beef, and though the inclusion of the United Kingdom,
Norway and Denmark as well as Ireland would make the enlarged Commmity
nearer self-sufficiency the potential imcreases of the demand for beef
in a Comsunity of Six or Tea are large. Assuming that income continues
to grow, anud that increases are reasonably widely distributed, the
demand for beef will alwost certainly contivus to grow. Irish agri-
culture has depended on cattle for the major part of its income and
for an even greater part of its export catningp, since the last century.
In the last twenty years there has been & lomg term - though erratic -
incresase in output. It is not eaaeetﬁnblc that this very long term
trend could change radically in the forsseeable future.

The significssce of improved cattle prices to Irish agriculture
is very great. Some ides of its magnitude can be obtained by applying
the prics changas suggested to groes agricultural output (by simply

increasing the total valus of each product in preportiocn teo the change
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in price). Using 1967 output figures, this gives an inerease of 17
percent in total outputl, but over 90 percemt of this increase ia
attributable to improved prices for cattle. The Irish case for access
to the Commumnity market is overvhelmingly determined by cattle prices.

Thus, unless there developed some large and unforeseen change in
the industrial sector to offsaet the need of agricultural produce for
widexr and better markets, the Irish case for Coununity mambership is
uwolikely to changs fn the long run. Yet despite these broad and fairly
firm comclusiona, remarkably little is known in detail sbout the likely
impact of such a developwent. As can be seen from this paper, a dis-
cussion of the topic must rest to an undesirable extent on speculation.

To reduce to some degree the area where speculation reignse
would require a number of approaches. First, it would seem basic to
understand some of the specific determinants of change at the farm
level. These are likely to be sociologlcal and psychological as
well as economic. Second, and om a completely diffaerent level, it
would be desirable to anticipate likely ahifts in trade and their
implications for institutional and structural change throughout the
whele sactor. Speculation about the effects of a change to large
scale axport of wmeat ~ as opposed to live animals - has long been
popular but now a systematic approach to the problem seems appro-
priate, but only after the possibility of such sn eveat occurring
bas been examined and it has been pronounced st least a ressonable

pesaibllirvy.

lrhia in fact applies to only 82 percent of agricultural output.
The many other small snterprisas not discussed here could, in aggre-
gate, showv either a gain or a loss.
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