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Introduction

. I view of thé renewed discussions of the mossibility and desirability ™ "= <

of Britaih joining the Buropean Economic Community (B.E.C,) it seems interesting’
to re-assess the effect such an action would have on British agriculture, - Previous
investigations of this problem could only.speculate on the precise’form the common
market in agricultural products would.take, ::Now,.however, the Council of Hinisters
of the E.E.C., by their decisions dated 24th July, 1966, has put the Finisiiing

" touches to the common agricultural policy. The whole system of importlevies,

" pride support by market intervention and free movement of products within'‘the =
“BE.E.C. is to come into force in several stages and‘isftbﬂbé completed by July 1st,
1968. Having previously (December 15th,1964) fixed the common torget prices:Tfor:
cereals, the Couricil has now established common target or guide ‘prices for milk,”

beef, veal and: siuger beet.l*The E.E.C.' Cormission appears to congideér thet piegmert,

poultry and egz prices &re bound to become uniform -once the free tradein the™: -

"Imincipél feed, i.e., cersals, has been introduced; no target prices for these ™%

- products have, therefore, been fixed, though there are minimin ("sluice-gate") '

import prices. The pricing of fruit and vegetables has been largely 1eff~fbfivf;i

market forces, though minimum prices are to be éétéblished below which sales .

will be prohibited, with the E.E.C. authorities paying a compensation:to producers.
.. ‘The ‘establishment of teTget prices for several important comiodities enablies

us to make an estimate of the probable effect of ‘joining the Common Harket on the

British fermers' revemue from these products. In the present. paper, -this'task is’

combined with the more hazardous attempt at predicting future E.E.C. prices”of ‘other

S R
3 PECUA

.1, _The.present article.is not.concerned with the E.E.C. system.of .price.support..for
products not produced or used by U.K. agriculture, such as rice,- wine, vegetable
oils etc.
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p;oductsvand also of certain inputs which may be affected by Britain's entry into
the Qomgunity.--Thqu the probable effect on the aggregate British farm ihcome.v
cén,be_estimated. | |

- THE .AGGREGLTE APPROACH

1. »Méthodologzl,

:‘The first main question posed in the present paper is: What would be the income

of British agriculture if the future E.E.C. prices.of products and materials replaced

the current British prices? The attempt at answering this question starts from éhe
simplifying assumption that the quantities of-oﬁtput«produced and materiels usedz
by British farmers would remain at their 1965/66 level. /4 more realistic asgpmp#ion
_WQQ}Qggllow,for_a period of adjustment beforévthé price Qhangeeqver; and'a_mope)
thorough study would include long-term forecasts referring to a more distant time
pe?ipd,_when the new price system had had time to change the pattern of agricultural
prqduction.~_The present estimates must, therefore, be regarded as only a preliminary
apﬁroach.to a complicated subject.
Revenue . . -

~.;.For cereals, the E.E.C. anticipates a set of different regionallintervention
prices., If -Britain becomes a member, the prices applicable here will have to be
negotiated.. Meanwhile, for the purpose of Table 1 two calculations: are made, using
either the highest.or the lowest of the E.E.C. regional intervention prices as-
. .applicable if Britain joined the E.E.C, Since the E.E.C. prices are intended to

m”apply at the wholesale stage, a reductlon of five per cent is made to arrive at an

,'l Hore detalls of methods and sources are given in the Appendlx.




estimate of farmers' returns,
At thewtime.of writing, the details of the future method of price support -

for. beef and veal have not been announced.. The present estimates are based on': -

a price ten per cent below the common guide price,

For milk and sugar beet, the E.E.C. authorities have announced the estimated -

comnion farm gate prices. These prices are used in the present paper, except that
we have added. £2 per ton to -the E.E.C. sugar beet price.:in order to allow for
the usual E.E.C. practice of returningz pulp to growers free of charge.

ls regards pigmeat, voultry and eggs, it is' assumed, for the prupose of our

estimates, that the import levies will ensure the maintenence of the present
average ;gtio between the prices of these products and. cereal prices in the:E.E.C.
Thus assumption (based on the knowledge that cereal feed is the most important .
cost item) enables us to predict the future prices and carry out the necessary
calculations of the future.British revemue in the same way as.in the case of the
known target prices - though the predictions are obviously much less reliable in

this case.

Ve further assume that free trade in potatoes is likely to make the British

prices equal to the current average level in the E.E.C. countries, and estimate: the
future. value of the crop accordingly.
- It is difficult to know whet would happen to the present British system of - -

Government grants and subsidies if Britain joined the E.E.C.- The Treaty of Rome

" appears: to make such grants conditional: on the agreement’by the Council (art, 42 &‘92),

and their continuation in this country seems, therefore, to'depend on the outcome of
I
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inter-governmental negotiations. The output and expenditure estimates in Table 1 -

have been made on the assumption of the removal. of deficiency payments on products

ond subsidies on fertilisers. However, there was on estimated Treasury outlay in-

1965/66 of £18 nillion on other grénts and subsidiesl,_and sone or all of -these .
may. be abolished on joining the E.E.C, -

- 2Ependiture

The future prices of feed wheat-and barley purchased by farmers are taken to -

egual either the highest or the lowest E.E.C. intervention prices, plus ten per-
cent to cover the estimated dealers' margins, The maize price is assumed to be
ten per cent obove threshold price.

Other cereal feeds consist largely of by-products of imported wheat., It is .

assumed  that the E.L.C. price of these feeds will exceed the current U.K, price by

the amount of: the E.E.C. externsl duty on wheat meal, which is 30 per cent. .

Neither in Britein nor in the E.E.C. are oil seed residue prices protected = -
by tariffs, and it-is assumed that the prices would not be affected by Britain's:

entry into the Community.

‘Prices of imported livestock are assumed to rise by thg same percentage as
the prices of beef. |

It is difficult to make a relisble estimate of the prices which British- farwers
would have to peay for feftilisers if Britain joined the E.E.C. One possibility -
illustrated in Table 1 - is that, with the removal of customs duties between Britain
.and the Six, and with the introduction of a common externsl tariff, the current E.E.C,
prices would spread to Britain,iﬁhile'all fertiliser subsidies would be. abolished : -

to conform with the spirit of the Treaty of Rome, However, it is also possible that

1. Source: innual review and determination of guarantees 1966. Cmnd, 2933, H.M.S.O.
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the present British prices, which for many fertilisers are lower here than iﬁ :
several E.E.C. countrics, will be mainteined, and that some, or a11, of'the
subsidies will be continued, Thus, a net increase in total fertiliser cost
is by no means certain.- |

There is no prima facie evidence that prices of other invuts are likely -
to change within a short period following Britain's joining the E.E.C;‘“Evéntually,
hovever, changeé in these prices are likely. to occur as a result-of changes ih-y:
demand -for the}inputs.' Thus, if profitability of agriculture increases as a .:
result of the change-over to the E.E.C..regime, farm wages,. machinery prices
and land rents are also likely to rise. . Since, however, the present study is
not concerned with long-term changes, no estimstes of these future prices are“~ 
attempted here,
2. Results

Table 1 presents the eétimates obtained. It shows that, on the assumptions T
‘used in this paper, only two products - potatoes and eggs ~ would bring ina .-
lower revenue under the E.I.C. than under the British price system. All the E
other products for which estimates are mode would bring in higher revenues, the

greatest absolute increase being in beef and veal (£102 million). The net increase

in total value of output shown in the table amounts to either £214% or £162% million
(according to the assumptions used with regard to cereal prices).

Horticulture

" 'One important item of farm revenue, nsnely, the value of horticultural produce,

is not shown in Table 1 because of the near—impossiﬁility of making a’firm forecast.
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Joining ‘the Common Market would result in the abolition of tariffs ‘on imports of
horticultural produce from the member countries., These tafiffs range at present -

- from 1F to 45 per t::‘ent'-l of the value, depending on the product and the.timelof
year. It is extremely difficult to assess the probable effect of the abolition
of tariffs on‘the,prices]of,home-grown produce, but it seems reasonzble to assume
that’ the effects would be greatest where there is direct: competition between the
imported and home-grown crops. Thus, for exemple, the abolition of the 10 per -
cent tariff on carrots, which now applies from July lst to April 30th, may lead
to a sizeable rcduction in-the price of home-grown cerrots. On-the other hend,
the bulk of the home apple crop, for example,. msy not be affected, since, under
the present arrangements, no duty is levied on apples for eight months of the year,
i.e., between Lugust 16th and April 15th,

On the whole, it seems unlikely that the maximum effect of the removal of

duties would be greater than a 5 per cent reduction in growers' receipts. - On the

basis of the 1965/66 horticultural revenue; this would amount to approximately £ million.

Obviously, there is a great deal of uncertainty as to various‘other-items‘on’:
both sides.of the accountz, so that no accurate predictions can be expected at
this stege.  However, the pfobablé‘effects_dn_agriCultural income of four combinations
of the various assumptions described above are summarised in Table 2, (Many other
combinations are, of course, conceivable). It will be seen that there is a wide

range of the estimated net increases in both revenue and experditure, ansequently,

‘These.percentage figures can be only rough estinates, as some of the tariffs are
charged in shillings per cwt.

‘B.g., thé degree of effectiveness of the E.E.C. price support policy, the actual
1evel of intervention prices’ appliceble in Britain and the size of chenges — if
any ~ in fertiliser costs and in production grants.,
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Table 1* .. N

Bstimated changes in the revenue and expenditure of U.K. .agriculture ..

Ttems for which . o Change from U.K. 1965/66 value
changes are estimated %o value at future E.E.C. prices

High cereal .- . Low cereal
intervention prices intervention prices

SRR (£ million) - - (£ million)
REVENUE : B
Cereals = | .. . 6 .
Potatoes ; -10%
Sugar beet : - 13 -

Beef and veal A
figmeat . ' 40%
1%6ﬁ1tfy o S o
Eggs L 134
ullk o ‘ T 6k

7

TOTAL oUTPUT . | P
GOVERNMENT - GRAWTS ~ | g

EXPENDITURE: '
F%eding stuffs 143 ;
Iﬁported livestock o8} 28% o
Pertilisers T .u37%;w e Lo e BT

- TOTAL, . BXPENDITURE. -~ | oo pog oo o o gger

Note. (1) The figures in the table are estimates subject to revision,’
(2) Items for which the change has not been estimated are excluded
from the calculation.

* For details, see Appendix, Table L.
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Table 2 °

Estimated changes in U.K. agricultural income under E.E.C. -

X)

according to different assumptions

_ lissumptions: -
I : Highest E.E.C. regional intervention price forfocrédlb??,'
'II.‘ :~ Lowest - . "o M coee M " "

{- Prlces as in Table l

As i, but (1) horticultural revenue to fall by 5ﬂ and- (2) fertlllser
prlces and o'overnmen’c grants (excppt deficiency pcyments) to remaln
unchanged. Co

(£ million)

Change in Revenue (R)i . 2054 84t

Change ih Expenditure (E) = | 209 171k
Change‘in Income (R-E) | 5 34

" Change in Incomeé as percentage of
1965/66 Net Income '

(‘R—E) X ];Q__O_)

463.5

A) Prices of products and 1nputs not mentioned in Tables 1 and 2 are assumed .
“to renain at the current U.K. 1evel as are auantltles of all inputs and outputs.

0) See section 1. (Methodology).
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kthe_iggggg estimates range, approximetely, from a twenty-two per cent decrease .
to a seven per cent increase in the most recent official estimate .of the
aggregaternet income of British agriculture. -Thus it seems that Britein's
agriculture as a whole may either gain or lose (in the short run) from: the
membership of the Common Nérket, ac&ording mainly to (a)_the exact level of -
regionallintervention prices, (b) the degree of retention;of "production grents"
(ife,‘gubsidies not. concerned with brice support) and (c) the degree of change
in fertiliser prices, The first two matters are, of course, subject to
negotigtion‘by.the governments concerned.

PART IT

DIFTFERENT TYPES OF TFARMS

The ebove estimates of chenges in the aggregate income of U.K. agriculture
which would result from Britain's entry into»the,Common’Narket are of interest
mainly in connection with two major sets of problems: (1) those concerned with
the welfare. of agriculture as g whole, and”(Z) those relating to agriculture's
coptribution,t0~the national product or its share in the national income, The. . .
estimates cannot;Ahqwever, be "scaled down" and applied to any individual farm
becgusg,of the wide range of (a) input and output composition and (v) productivity
of resources on farms.

For thé pruposes of showing the differential effects on different types of
fqpms the method used to derive the Table 1 estimates is applied to six "types

of farming" out of the forty-two included in the 1964 Farm Menagement Survey in

England and Ualesl and to a group of pig and poultry holdings from the same survey,

1. Ministry of fAgriculture, Fisheries and Food., Farm incomes in Fngland and Vales
1964. H.M.S.O.
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It should be explained thet, in this pert of the analysis, the high cereal price
assumption is used, but this is combined with the assumption that all production

grants would be removed. These groups of farns are not claimed to represent

a major or "typical" sector of British agriculture but have been chosen as an =

illustration. The estimntes are presented in Tables 3 and 4. In eddition,
because of the rather undque situntion of horticulture - a majof sector of
egriculture which seems unlikely to benefit from Britain's entry into the E.B.C: g
the data from a group of horticultural holdings (taken from the ‘sane Survey) have
been subjected to a similer trectment., It hns becn assumed, as indicate&veaflier;
that the prices of horticultural produce will drop by 5 per cent, The resulting
estimates are shown in Tnbln 5.

In- one respect the method of estimating thé income changes for the purpose
of these tables differs from thot used in the‘aggregaté‘éstimates. For the "nationsl
farm" (i.e, agriculture as a wholé)'traﬁsactibns within agriculture cancel esch
other: one farmer's expenditure on home-produced- livestock is snother farmer's -

revenue, For an individual farmer thias "canbeilatiénﬁ does not arise; Tables 3,
4 and 5 do, therefore, include estimates of cost and reVenﬁe‘chanﬁés'rélating"“'>
to these "inter~farm" transactions. ' In order to mike these estirntes poésibié,' :
assumptions have hed to be made with regard to the composition of livestock
purchases.. These assumptions are given in the Appen&ix.

The reader is rererred to Table 2 for a reminder of the effect which varying
assunptions may have on farm incomes. One should also’remémbér fhaf no individual
~farmfis likely to reflect exactly the‘"aver 'pattern shown by any uroup of

.farms.selected.for‘this-illustration. Névertheless, these results my serve e




-11 =

practlcal purpose in emphs s131ﬂg bhe Wide dlvervence in the lllely effects of
a change—over to the E.E.C. system on the deflerent farms: some fﬂrﬁers - malnlv
those relylnD for a major pert.of thelr revenuelon grqnts (such as some poor-land
11vestock farmers in Va 1es) and on.rurket-vﬁrden crops, and those who, like many
dairy farmers and pig and poultry producers, pufehﬂse larne ouentltles of feed -
would probably suffer a fall.ln.lncome'lothers“seem.llkely,towbeneflt to o
verying extent Thus, for: exumple, among the types of farming 1ncluded 1n ieble 3,
the hlghest proportionzl 1ncrerse in 1ncome (ne rly lll per cent) would be achleved
by the Midland grezlers, chlefly because the prlce of thelr maln product - beef -
would rlae by more than one thlrd and thls, together vﬁth hlgher prlces for
neet of thclr other products, vould bring " in 8 riseé 1n revenue far in excess of -
the rlse‘1n costs. L rather 1ess favourable balance.betweeﬁ revenue and expendlture
changes Would still- 1ncrease by 76 Der cept tne.lncome of ‘some Ca*orldgeshlre
ceresl grovers. e o resaining types of fersing in Table 3 (som ired and
arable ferms) would eiperience relatively smali increases in incone.

The‘situation would, hovever, _be very different if production:grabts
could be contlnued at’ the present level and fertlllser prices did not rlse.b
It can be seen in Table 6 thet of the eight groups llsted in the three precedlng
tables, only Pig and Pbultry and Hortlcultural boldlngs would suffer a reductlon
in income under those'01rcumsbances; the Da airy and leestock (poor 1and) groups'
income ﬁould rise, wbile tbe othef greups 1ncreases in income would be appreciably

greatef'than those shown in Table 3. ,i

1, Other than price~-support payments.




Teble 3‘ )

Pstlmated chqnqes 1n the averase revenue end exnendlture'

of selected tvpes of farms in Fngland and Vales

Revenue chrnge| Lrpenditure chnnge} Income chonge Income change

(R) : ., (E) (R—E) as % of actusl
: : . . net income

Type of ferm and area

£ per 100 acres S %

DLIRYING : SEVERW VAIE & SOMERSET, .- 5.5 | 688.2

PREDOMINANTEYIJVES?OQK;— .:LES, ¢GO. L.iD B . 52.0

LIWSTOCK FLTTEAING := GIDL 1D cezmie. | .8 |  1258.8

GEI\T“RALIIEJ?D—H RTIFRI. ' - N 650.5 -

ALIOVILL/RUBLE:~ 5.0, LS, . ~ 650.6

LIGHT L¥D (R'Bif: SOUTR C iBIDGE CHLLK. T 355.7

Note (1) The figures in the table cre estimntes subject to revision.
(2) Itens for vhich the change has not been cstlm“ted are
excluded fror the celculetlon. ,

X) For details, see Appendix, Table ‘B.
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Teble 4

Estimnted. chonses in the avernge revenue end expenditure of

- Pig=ond=Poultry holdings in Englond and Weles.

(Size group 504=100 ac.) ..

. Ttems for which changes

: aré estimated :

1
.foctut'.".l
1964

2
Proportional

- change in .

price

. Change
(Co1,1xCo1.2)
£ ver holding

REVENUE:
Pigg
Poultry
_ﬁggg : ‘
Other L'stock & M1k -~ .-

- Gronts

£ per holding

5,515
1,702
1
2,554
,!“ .‘1-,’74'3‘. e meesi e aw
46

0.194
0.170
-0.078

10,016 |

1 1069.9

289.3
-199.2
,‘., 27,‘9 | ..l

. =46.0

' Total Revenue Chenge (R)

1141.9

. EXPENDITURE:.
Pigs .
_pPoultry & eggs - -
Other L'stock
Feed "

Fertilisers

1,610
s
401

5,514

. 282...

. .312.3 :
gy
S
14171
.~ 1128

Total Expenditure Chonge (E)
Income Change (R-E)
Income per holding (Actudl;)(A)..~~

‘10419
800.0

" Income per holding ("future") =L + R-E
Income Chonge as % of actual income

((R-—E) .X 100)

L

(¥.B.: see note to Table 3).

1 Afwthor's estimnte,
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Table 5

Estimoted chonges in the average reverue and exvenditure of

Horticultural holdings in Encland and Wales

(Size group 25%-50 ac.)

Ttems for which changes are
' estimated : =

1
- hetual
1064

-2
Proportional
change in.

price

Change
(Co1,1xCol1.2)
&£ per holding

REVENUE :
Horticulture
Pigs

‘Granfs

£ per holding

12,308
512
8

~615.4
© 99,3
- 8.0

Total Revenue Change (R)

EXPENDITURE :
.. Peed
Fertilisers

Livestoclk

14

Total Expenditure Chenge (E)
Income Chonge (R-E)
Income per hblding (Létunl:) (%)

2,577

“Income per holding ("future") = L + R-E
Income Change as % of actusl income

(gﬁ.Eglx‘loo)

Lo

1,784.7

%

_. k"30-7,":'

(N.B. : see note to Table 3)
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. Iable 6

.. Effect of change in assumptions-on income sstimates

Type of farm & area _ c D Pigs and

(listed in Tables 3, . . - - Poultry

4 &'5) £ per 100 Acres £ per
- : R : - . hqlding)

Government Grants (G) . 93.0 - 89.0 70.0

Fertiliser.Cost Increase (F): : - 79.6 -148.4 212.4

Increase in estimated future
income if grants continue & : 172.6 172.0
fertiliser cost is unchanged "
(F+a) .

Income Change in Tables 3, 4 -105.2 103.7 T77.0|
and 5

Income Change on the above. | - _ _ . v :
assumption (= sum of last 53.3 29.9 756.6 342.6 386.1.949.0
two items) : _ ‘

do. as per cent of actual 5.7%  12.9% 143.%% 27.0% 21.2% 85.5%
incone '
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CONCLUSIONS AND WIDER IMPLICATIONS
The joining of the Eurcpean Economic-COmmunity‘by.the United Kingdom would
:have'COnsiderable'effectS”On the‘revehue'éhd“eﬁbehditure"bf‘Briﬁieﬁ"agrieulfure;'f'""'m”'
‘”1th1n the agrlcultural sector, the relatlve profitability of different products-
:would change because of the adoptlon of e radlcally dlfferent prlce system, wlth
ichanged ratios between the various products.

If agrlcultural production retained its present pattern, “this would result:

 1n many farmers, partlcularly those produ01ng beef, wheat and barley on good lana,

_reaplng cons1derably greater incomes than they -do ‘at present othcng such as

imarketegardeners, milk, pig and poultry producers and poor-land livestock farmers,«

?might7weil suffer cuts in their incomes.

_Hdwever, ineofar as. agricultural -producers-are- able to Vary-the-compositionw'----
%and size of thelr output the retention of tne ex1st1ng pattern 1s unlikely under
;a eew set or prices. There would be a tendonCJ for productlve resources to be
fs’hirted from mil}c to beef and from potatoes and other crops to wheat and barley.
‘The hiéher feed ﬁriées would probably induce many livestock farmereﬂfo produce more
feed on their own farms, partly from an increase in cereal acreage, partly by a more
intensive grassland husbandry. Either course would increase the demend for fertilisers
and the prpfitability of such decision would be partly affected by what happened to
fertiliser prices. | |

On the whole, it seems likely that, with an increase in the prices of so
many products, oufput in aggregate would rise, reducing our dependence on food
“imports, It even seems possible that Britain might become an exporter of a few

agricultural commodities, .
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If there is a subsfantial increase in cereal growing, this may prove an
embarrassment to the E,E.C, Agricultural Funé which would be responsible for
supporting the érices in the.face of a supply possibly outstripping demand.
Britain, like all the other member countries, would contribute to the Fund,
presumably in foreign currencies, and this could well~aégravate_our balance-
of-payments difficulties., Under the E.E.C. arrangements a country's contribution
is directly related to its food .imports, while food exports entitle the exporting
country to a certain amount of withdrewals from the Fund.  Britain, with her
relatively large food imports and small exports, is thus likely to become a- - -
major net contributor to the Fund.

Retail fqu prices. would almost certaintly rise if Britain joined tﬁe
Common Market. Assuming no reduction in traders' and processors' margins, -
the total increase in consumers' expenditure on home-produced food may, under
certain assumptions, amount to £335 million.l This is equivalent to a six per cent
increase in consumers' total expenditure on food, or to an increase of 2s. 43d.
per week per head. 2 |

Agulnst this addltlonal burden on the consumer we nust put “the reductlon in

taxation made poss1ble by the change in the system of qgrlcultural support The -

abolltlon of price support alone could save the taxpayer @124 3 mllllon (or

10%d. per Week per head). An addltlonal ﬂ109 4 mllllonA (or 95d. per week per

1. Cost of implementation of price guarantees (£124.% million) less Dayments' '
with respect of wool (£3.8 million) (Source Annual review, . og c1t.), plu
1ncreas§ in the value of output under high cereal prices (¢ £214- million; see
Table 1

In addition, there are likely éo.bé increases in prices of those imporfed
foods on which levies are. payable under the E.A.C. sy ten - e.g., wheat - -
for n1111ng and beef : R o

Source: Annual rev1ew, op. 01t.

Fertlllser grant (®31.3 mlll ) plus other grants and subs1d1es ( £78.1. mlll )
(Source: Annual review, op. cit.). It is assumed that the £10 million now needed
for administering Exchequer support will still be required in the admlnlotratlon
of import levies, etc.
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head) would be saved if other agricultural grants and subsidies were withdrawn.

Finally, the estimated changes should be seen in perspective and related

to the national economy. Thus, the above estimate of the increase in food = -

expenditure amounts only to-l.6 per cent of the total consumers' expenditurel 

| in 1964; and the various estimates of the change in net‘agriculturalvincome
@able'Z)vrénge from 0,015 to 0.387 per cent of the total national income.
Nevertheless, there are important economic and social implications'of the
shift of income from the rest of the economy to.farming, or vice-versa, and -
from some groups of agricultural producers to others, as well as_of a rise
in prices.of food which is unlikely to be fully compensated for by a reduction
in taxes'- especially for the low-income groups.z' These implicationé, however,

deserve a.separate study.

LONG-TERM PROSPLCTS

In many ways, the long-term reallty of the 51tuatlon woald be anilmprovement
on the résults shown in uhlS paper. Ve started from the assumptlon that British
farﬁeré wogld‘continue té produée the same guantities of products_and to use the
same resources as ét tfesent. Eor féxmers in»aggregate as weil as forvindividuals,

'“this t9u1d on1y Beitrue in'the'very“shért rug; 'In“any'lonéer‘run, they'wouid'”
adjgét their ﬁtOductiéh to take_adténtage of the morévfavoufébléwconditions and
to avoid any drawbacks vhlch joining the E.E.C. mlght brlng. The final effeqts

on 1ncomes wonld thus almost certalnly be better than shovn in aggregate and for

1. I.e., expenditure by the prlvate sector on all consumer goods and services.

] 2. There is also a likelihood of a reduction in the cost of manufactured gooas'
-as.a result of frae trade within the E.E.C, :
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each type of farming. Under certain assumptions, adjustments might be the only

means by which some farmers could avoid reductions in their income. Some farmers
would find adjustment more difficult than others, those likely to find it the
most difficult being on small and poor farms at present producing milk ;argely
with the aid of purchased concentrates, or situated in hill areas vhere a large
part of the income is derived from government grants, and many horticultural, pig
and poultry producers. The income problem on many of these farms is in an& case
long overdue for solution even in present circumstances. On the larger, more
fertile famms, adjustment would be relatively easy and farmers in such areas
would be likely to gain substaptially in the long run under the new conditions.
Taken as a wﬁole, British farmers have little to fear from entry into
E.E.C., though some of them may suffer while others gain substantially. The
food consumer would be penalised to some extent but the taxpayer, who is often
the same person, would gain as compared with the present British system. The
balance of payments would almost certainly be adversely affected unless Britain
can bargain favourably on contributions to the Agricultural Fund. It is this
and not the income position of farmers which is likely to prove the biggest

stumbling block to Britain's acceptance of the E.E.C. agricultural policy.
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APPENDIX

Additional details of methods and sources

U.X. 1965/66 Revenue, Expenditure and Prices are estimated on the basis

of : "Quantity & value of output at current prices" iésuéd by the

Ministry of Agriculture, Fiéheries and Food, StatistiqsvDivision I,

Branch Cs "Agriéﬁitural Market Reportéﬁ‘issuéd weekly by the Minisfiy

of Agriculfure, Fisheries and‘Food, frice Statistics Secﬁion; "Anhual review
and détermination of guarantees”l966", Cmnd 2933,.pﬁ51ished by Her ﬁajesty's
Stétionery Office; "Production énd utilisation of crops - Uﬁited Kingdom",
issued by the Ministry of Agficultufe, Fishéries'éna Foéd, Statisficé
Division I; and other information supplied by the Ministry of Agriculture, -

Fisheries and Food.

Future E.E.C. Prices - (N,B, For items not included below no change in price

. has been assumed)

Yheat, barlev, rye: "Derived intervention prices" (Néwsletter on the. .

Common Agricultural Policy, E.E.C., Brussels, No. 27, 1965), converted

on the basis of the exchange rate of 2.79 dollars per &£.
Maize: Threshold price for Rotterdam. (Source and conversion rate as above).

Sugar beet, beef, veal, milk: Target or guide prices agreed by the Council

of Ministers on July 24th, 1966, (see: Le Monde, 26/7/66, and The Times,
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25/7/66), converted on the basis of the exchange rate of 2.79 dollars per &,
and on the following assumptions:
- 1lgallon milk. = 10,3 1b,

Cattle: 1 ton liveweéight = 0.52 ton deadweight.

Potatoes: The ratio of the future E E.C. to the 1965/66 U L. average prlce
is taken to equal the ratlo between (l) the 31mple average of prlces in

Flance, Jest Germany, Italy and the Netherlands and (2) the average U X.

price, all for the years 1962 and 196), i.e, uhe latest two years for which

data are glven in the F.A. O Productlon Yearbook

Pigmeat: Data in F,A,0, Production Yearbook indicate that in 1962 and 1963

the prices per kg. liveweight in France, West Germany and the Netherlands were
approximately six times as great as the price per kg. of wheat., It has been

assumed. that the same ratio would apply in future. On the basis.of data in

"The Farm as a business., 4. Aids to management, Pigs" (prepared by the Ministry
of Agriculture, Fisheries and Food, H.M.S.O., 1963) the average killing-out

percentage has been taken as 73.5 per cent..

Poultry and Eggs: The ratios of future prices to ﬁheat price have heen estimated

. in a manner similar to that explained under "Pigmeat" above, . The price ratios
used are: Poultry/@heat : 8
Eggs/‘,lheat : 7

On the basis of data in F.A.0. Production Yearbook 100 eggs have been assumed

to weigh 5.795 kg.
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Dairy Cattle: The ratio between E.E.C. and U.K. price has been taken as

equal to the milk price ratio.

Fat Cattle (Tables 3 and B): The E.E.C./U.K. price ratio has been aséumed equal

to the price ratio for beef.

Fertilisers: The ratio between the total E.E.C, and U.K., cost has been
estimated to be equal to the average ratio between nutrient prices in the
two arcas weighted by the quantities used in the U.K. Data for 1962/63 and

1963/64 have been taken from the F.4.0. Production Yearbook., (The E.E.C. data

are for Belgium, West Germany, Italy and the Netherlands. The U.K. prices are

net of fertiliser grants).

(Note: vhere data for the E.E.C. have been taken from some of the countries

only, this is due to the lack of suitable data from the other countries.)

\

3., Horticultural tariffs

Source: Customs & Bxcise Tariff, H.i1.5.0., London,

In the case of duties expressed in shillings per cwt., the percentage
of import price has been estimated on the basis of data in Agricultural

Market Reports published by the Ministry of Agriculture, Fisheries and Food.




- 23 -

4, Iivestock purchased (Tables 3, 4, 5 and B): A separate ratiq;h;s.been

estimated for each group of farms on the basis of the revenue change

attributed to the change in livestock sale prices.




Table A

" "Bstimated changes in the revenue and-expenditure

of U.X. agriculture on joining the E.E.C.

N.B. (1) The figures in the table are estimates subject
to revision. : : t
(2) Items for which the change has not been estimated
are excluded from the calculation. '

. : 1 2, ‘ 3 : 4 .
Items for which changes U.K. 1965/661~ Future E.E.C. Ratio of E.E.C, .
..are estimated L A i Price  Price. . %o UK. price

| (Col. 3 : Col. 2)
High Low High Low
Cerecal Cereal | Cereal Cereal
- Price Price Price Price

(2 per_unit), (£ per unit)

Revenue: Famm Crops: Wheat - . ton 1 34 32 1.417 1.333
Barley . ©oton 29% - 26% 1.204  1.082
Rye " ton 2% 30% 27% 1.356 1,222
Potatoes ton 2 o 12% 12% 0.862  0.862
Sugar Beet ton 8 8 1.333 1.333

Livestock Products: Beef ton cwt. , 419 419 1.5774 1.374
: Veal .. LU 564+ 564+ | 1.718  1.718
Pigmeat- o | 21 261 1.194  1.123
Poultry (for food) | n n | 272 256 1.170  1.101
Eggs (for food) 1000 doz. | 1657 156 0.922  0.869
Milk (incl. fam_ | 1000 gal.| | 163% 0 16%% 1.016  1.016

manufacture) i :

‘Expenditure 3 ‘
Feeding Stuffs: Wheat ~ ton . - 39% o 3T 1.609
: : Barley n , 34 31 v 1.348
Maize oo 35%_,. : 35% 1.315
Other cercal feds| : " 345 1.300

‘Imported Livestock - - : o ' - 1374

‘Pertilisers - D= - | 1,400

(For Footnotes see next page.)




Table A continued

= T 7 Aiﬂf'
.| U.K. 1965/66 Value of U.X, Change (+ or -)
Items for which changes : value at 1965/66 Revenue - (Col.6 - Col.5)

are estimated : current :prices or Expenditure

at future E.E.C. price
(Coli4 x Col.5) o
High  ‘Low High Low
Cereal Cereal - Coreal Cereal
Price | Price . . Price Price

£ mill.) | £ mill.) | (gmill.)

| Revenue: Farm Crops: ¥heat ; 9P - 130% 1224 38} 30
‘ - Barley _ 118 142 127+ 24 - 9%
Rye : B . 7 0 0
Potatoes : o TT 663 ‘ -10+ <10%
Sugar Beet ' 39 52. ’ 13 13

|.Iivestock Products: Beef i 268 v 368: 100. 100

: o Veal ﬁ 3 ' 5. o o -2

Pigmeat ; 208 : 248% - 40%

Poultry (for food) | - g3 , 97" ] 14

Eges (for food) 172 158 -13%

Milk (incl., fawrm - | = 416 _ o422k , . 6%
manufacture) : :

| Tota1 Output change ; : | i AR : A 214%
| Government Grants . : o . 0. =78

| Expenditure - . ; S - ‘ -
| Feeding Stuffs: Wheat : 158 66
d I S Bapley g e : 136 : : o
Maize . el ' LT ' 17
Other cereal feeds | -~ . : .69 . v 16

Imported Livestock o o . 1 » 105 ‘ .105 1 28%
Fertilisers A o .V - , . 131% L 1314 374
.Total Expenditure Change. .. . - . . . S . | S e , o 187

1. Revenue items include deficiency payments. : ) o
2. Excludes deficiency payments (included in Col.2) and fertiliser subsidies (included in Fertilisers, Col.5).

3. Bstimates exclude processing and delivery charges.

>, K
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Table B

Estimated changes in the average revenue and expenditure of

selected types of farms in England and Wales

Type of farm & Area

(See note at top of Table A)

1

. A
Dairying
Severn Vale
" & Somerset.

5
Predominantly
Livestock

“| Wales, "poor land

. te e C,... . eees
. L'stock = .
~ fattening - !
Midland-grazing-

Itéms“féf”ﬁhiéh*:
changes'gre estimated

| Proportion=’

al change
in price

2 Change
Actual
1964
£ per & per
100 Ac.

“Actual
- 1964

(co1. 1
x Col.2)

- & per
100 Ac.

& per

“Change”'

Actdéi“5”0ﬁaﬁgeé.
1964 :

£ per . &.per.

REVENUE

Farm Crops: Wheat :
Barley
Potatoes
Sugar Beet®

L'st. Prod:
Dairy Cattle

Livestdck &

Fat Cattle :
1

Other Cattl
Pigs

Poultry

Eggs

Milk & Other
Dairy Prod.

Government Grants

Total Revenue Change_(R)
EXPENDITURE
’ Feed
L'stock

‘Fertilisers
: (1ncl lime
Total Exp. Chenge (E)
Income Change (RPE)
Total Rev. (Actual)
" Bxp. (Actual)

%otal Income (Actual)g Y)
i.e., Rev, less Exp.

Average Farm Size (A)

‘Income Change per farm
(R-E) x A/100 (C)
ncome per f actual
%Y % 8/200) (1)

%ncome

+ 1)

Income change as %-of

per farm. future

0.417
-0.138
0.333

- 0.016
.0.374

- 0374
0.19% -
0.170

-0.078

0.016

100 Ac.
- 238
246

48
5

83
364

22

100 Ac.

| 732

100 Ac. 100 Ac.

A 305.2 -
396 80.8"
82 :

Loog

46
3790
243
222
1
~ 16

40

B .-

0.2572)

138.8,
1040.45

79.6:

0.400

1258.8.

6248
5321
o7

.'5:84,.0(

Acres £

153 per farm

~175.5

1418.3

1242.8

actual net income |

o =12.4

1. Probably mainly store cattle for fattenlng
2. See Appendix, section 4.
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Tab le’ B

cbhtihued

rnype of 4nrm & Area

Northern

— —r
" General Mixed

B

, Mluvial arable

5.HW., Lancs

F
Light land arable: .
S. Cambridge Challk.

Items for whlch

: JAcfual}»m

- Change

--Actual-- -

Change :- |- -Actual.

1%1‘

changes are

est;mated

|~ Farm €rops:

© . Barley
" Potatoes

3 ;Livestock:&

‘Sugar Beet

L'st Prod:

SWheatii it

106ﬂ

pér 100
“Acres
404 . i
616
620
4

ner lOO
Acresj

125.7

1964

LY . e .
I, e & e

per 100
Acres
L83

820
1777
- 207

per 100

‘Acres
. 326.5. ...
167.3
L245.2
© 68.9 -

&
- per 100
Acres
462.9
267.2
=17.5
243,4

v..;

per 1OO
Acres
1110.-. .
1310
127
31 -

.NﬁChange..§4”;

148
541
131
1046
4.6 °
T 369
- 520

1 -
269 - 100.6
30 11,2
426 - 82.6
157 26.7
326 -25.4
60 1.0

Dairy Cattle
Fat Cattle 1)
Other Cattle

. Pigs

. Poultry
Bggs

. Milk & Other

" Dairy Prod.

)

Nwabow

2.
02
49
202
=70,
28
-8

‘Government Grants - ‘ - 70 o0 -20
Total.Revenue Change (R) ‘ - T = TB4L -

EX PE“DIWURE

546
264

Fead
L'stock.

Fertlllser
incl, 11me§

. TObal Exp. Change (®) . o
. Income Change (R—E)f~~-v- SN
|*Total Rev.- (Actual)

- " Exp. (Actual)
Total Exp.(Actual)(Y)
(1 e., Rev less Fxp.)
I N P : '£ .
Average Farm Slze (A) - per farm
Thcome Change per farm: S 231 .4
(r-E) x 4/100 (C) 2

4890
3780 -
1110 .

‘Acres &

397  per famm

176.3 3084.7

i ‘Income per farm: ‘actual
| (v x:4/100) (1)
{] Income per farm: future

“(C + 1)
Income ‘Change as % of

ac*ual net 1ncom o

2789.6 - 3099:1 | 44067
3021.0 . RBag 7491.4
.0{’) N . % B , %
83 | s - 70.0
1 Probably malnly sto*e ‘cattle for fattenlng.

2) See Appendix, sect. 4.










