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1s  "The Agricultural Problem :

In the E.E.C., as in Britain, agricultural policy is designed to a
large extent with the object of protecting farmers' incomes. - These -
,incomes "are always threatened because of the low price elasticity and
income elasticity of demand for food and the ever;increasing'agriCuitural
output.and\pfoduction costs.,  For many agricultural products price
elasticity ‘is less than unity, so that - without ‘govérnment ‘intervention -
a rise in output would lead to a fall -in revenue. Many agricultural
products have also a lower-than-unity income elasticity, so théf‘ahy’rise
in consumers' income is reflected in a less-than-proportional increase in
demand for these products.

- Until now the main method useéd in the R.E.C. for the support-of -
agricultural incomes has been the artificial raising of agricultural -
prices through import levies, export subsidies and intervention buying.
The lasttwo measurés“ﬁéve'proved?eXtremely costly because the high
‘prices have stimulated production of certain commodities - in particular

milk, wheat and sugar - far beyond the quantity demanded by home' consumers

at ruling prices. Despiteé the high expenditure on price support, ‘and

a smaller, but'nevérfheless sizeable, ‘amount spent on improvements of -
production and marketing conditions by the Community's Agricultural: -
Fund, the gap betwéen agricultural and non-agricultural ircomes is ‘not
being reduced. ' This situation has 1led to the formulation of new- - -
solutions of ‘the: agricultural problem, such as the Mansholt plan for:the
Community as a whole and the'Vedel plan for France. - Both plans
fec@mmehd a'feaiiéﬁﬁéﬁf'pf ﬁfiéeéﬁféfvfhé>§ﬁf§65é'affééjﬁéfiﬁgysuﬁ?iy.

of the different products more closely to market demand. ° However,'




considerable price reductions would be necessary for the elimination of
,surpluses'of‘cértain,products;,3;Thi§5might lead to. an,unacceptably
large fall'ih,inqomes-of-many;farmers,', Thus, the proposed price - -
reductions. would not be .too drastic but would bave to;beAaccompanied by
. other measures. . . One group of measures.would aim at the limitation of
produption;ﬁhrough;withdrawal ofvland-from‘agriculture,‘while another:
- group. would attempt. to speed up the:movement of people out of farming.

” .1£‘Britain joined the E.E,C, -the implemen£ationvof,national. .=
aagricultural,p}ans‘--such as the Vedel .plan.for France - would affect
: herhindirectly,f,ﬁqu example, ‘Vedel proposes the withdrawal of at-least
10 million hectares from French agriculture (9).*-“AIf,this proposal-is
carried outvit_willzobviouslyrmake French,agriculturalfoutput'lower than
it -would have beenvotherwiaes,j This will reduce the downward pressure
,on-market:prices of agricultural.products. throughout the Community, -
Thus, - there will;be less need.for intervention buying and export
.subsidies,;so that thevcost=of,support-will;diminish‘for'Britain as.for
-all the;membervcountriesajg

,The,implemenyation3of-a Community programme = such as‘the~Mahsholt

plan - would haye similar consequences -but in,addition it would affect
British agriculture:directly because. the measures would apply-in- this -
country as in all..the.member countries. . Thus British farmers would be
entitled to the proposed .grants and, consequently, Britain would be. .
- likely to share. with the other. member countries-the(expérience-ofna.

speeded-up removal of manpower and land-from- agriculture. This decrease

*

Numbers in brackets refer to the 1lst of references ?t the end of
this bulletin, - Lo S e P ; [EO
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in the size of British agrioulture may. be regarded as a mixed blessing:
thlln redu01ng the need for agricultural support it.may. agg gravate this
country's balance—of-payments problems through an increase in food.
imports. Indeed, muoh‘thought has been giVenAin Britain to devising
means of increasing farh‘oﬁtput with the object of saving imports.1
This possible conflict?of'objectives between Britain and the E.E.C,
arises, of course, from the fact that the E.E.C. as a whole has
exportable surpluses ofvseVeral agricultural products,2 whereas
'Britain has been importing large quantities of food and animal feed
in order'to’satiéfy home demend;

2e ' The Magnltude of the Problem

ThlS contrast between agrlcultural self-sufflclency and need for

aérloultural 1mports is a dlfference in kind. Other dlfferences'
between the problems fa01ng Brltlsh and E E C. agrlcultural pollc1es
are dlfferenceskln degree. - |

Thus, although in all the eohntrles concerhed income per head is
lower in avrlculture than in other occupatlons,’the 1ncome.gap is very
much greater 1n the three largeut E.E.C. countrles thﬂn in Brltaln, as

«Shown.ln Ta?le.ﬂem”wm

1 See, for example reference (12).

2 See, for example, reference (2) p.12, Table 5.
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- Table 1 .

- Ratios of Gross Domestic Product per head, agriculture/other occupations.1

Belgium . 0.795

France ... . - 0,389

West Germany - . 0,346 .

Italy . .. e 0'5654 e ”

Netherlands = .  0.903

o U.K.VW._:;vL;,-_ o 10.819"

Although figures are not available for a comparison of,ipceme per
farm in Britain and the E.E.C., some idea of thejdiyergence‘between
these incomes is given by the follow1ng estlmates of revenue per farm:

_France - £1300 U K - 55169. 5 The 1ncome dlfference is probably not
‘so great as the revenue flgures sﬁggest for rt is 11kel& that costs are
hlgher in relatlon to ‘revenue in Brltaln than in France. Nevertheless

it can be confldently asserted that the average 1ncome per farm is

appre01ably 1ower in the E L. C tnan 1n Brltaln because of the

con51derﬂb1e dlfferences in the average size of farm. ThlS has been

estlmated 1n terms of area as 27 acres in the E E C. as a whole (4)

49 acres in France (9) and 112 acres in the Unlted Klngdom (24).

1 Galculated from ref. (4), part B, annex 2, and part D, p.6, ref. (15)

Table 5, and ref. (3), Table 11. The basic data refer variously to
the years 1965, 1966 and 1967, '

2 Calculated from ref. (11), (1) and (24). The French figure refers
to an unspecified recent year. For the U.K. total receipts in
1969/70 have been divided by the number of holdings in 1966/67.

3 In “terms 6f” Crops and grass (iJes; "excluding rough-grazings) the
average U.K. size of farm is 71 acres.
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A more meaningful. measure: of business size than acreage is the farm's

;labourvrequirement. - ‘Here again the evidence points at a more frequent

.occurrence of .small farm businesses in the ‘E.E.C.' than in Britain,

- Thus, it is estimated that "75% of all: the Community's: farms could be

run on only:three-quartérs of :a human labour unit-each" (4), whereas in

 the .U.K. only 50% of all agricultural holdings .have standard labour

. requirements' of less than 275 standard man-days, i.e., ‘one labour
unit,(23). - Nevertheless; with fifty percentiof farms giving '~

" insufficient employment even to one person, the United Kingdom is

.. obviously faced with a "small farm problem'", though to a smaller extent

than the E.E.C,: This situation is reflected in the fact that the.

“average agricultural income in the U,K,. 'is lower -than the average for

other occupations (Table 1), though here again the situation is not so ‘

“.serious as in France, West Germany or Italy, - Both these comparisons -

between  the ‘proportion of small farms and the income gap - point to the

conclusion’ that some improvement is needed in the economic position of

rragriculture.ﬁoth in'Britain and in the E.E.C., though.the néed seems

greater in the E.E.C,

3. Price Policy

- The E,E.C, has attempted to maintain or improve farm incomes by

.fixing‘support_pricgs_atﬁa relatively,high:levgl. This policy-has not
beenlsucqessful..  Farm incomes. do not seem to have.improved on the
“whole because of the rising cost-of production, while the accumulating
surpluses of agricultural products havé'raiSed'fhe support.cbst tq an
extent which, in the E.L.C, Commission's viéw,ﬁthreatens to bécomev

intolerable (4, part A, p.7)e Two obvious remedies would be to reduce
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- the support prices of the surplus products.or to limit support buying
to cases of prolonged periods of low market pricesf...One or both of
these remedies were probably envisaged by some’mémbers of the E/E.C,
Commission. who are reportedjto:have preferred a weakening of 'the system
of protection to the costly. measures of agricultural reform finally
recommended by the Commission.1 Price reductions for surplus products
have been recommendedﬁin the Vedel report (9) for France and in the
report of a group of the: British Federal Trust (19). However, while
resulting in a reduction of the support cost, price cuts would be likely
-to lower the income -of many farmers who would be unable -to compenséte
for them by.a'sufficiently large increase.in the output of those . -
.products whose prices haveigot,been reduced, Aware of this objection,
both the Vedel and the Federal Trust reports recommend compensatory
payments .as a corollary.of price reductions... .The Community Commission
© 1tself, in its memorandum which recommends reductions in support prices
for cereals, .sugar and milk, estimates that these -reductions would

. result in farm income falling by £179 million, thus increasing the need

for structural reform of agriculture (5).

L, The E.E.C. Commission's Reform Plan

The E.E.C. Commission publiéhed'avplan for the reférm of”
égribﬁiture - the SO-callédﬁManSholt.plén ~-'din December'1968.2"'This

plan is the basis of the Commission's proposals for' five Council

1

See "Le Monde", 20,12.1968.

2'Reference (1), part A..
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directives and one regulation published in Apri1'19707 but the proposals
contain some'additional,séhemes. The 1970fproposals concern farm .
modernisation (part I), withdrawal of manpower (part II). and of land
(part IV) from agriculture, aid to producers' groups and unions (part VI),
special measures for liveétock farmers (part V) and socio-economic

information and professional qualification (part III).

Aid for modernisation: . Farmers will be able to withstand more
successfully the likely further increases in'the prices of factors of
_production and reductlons in support prlces if they 1mprove the
efficiency of thelr farmlng by taklng advantage of new technlques and
of economies of scale. ‘In order to encourage such adaptation, aid
,wogld be given either.to individual»farmers or to groups of:farmers

intending to form a partnership. The farmers selected for aid must.

have sufficient professional skill, keep accouﬂts and prepare a

development plgn. The development plan - which may include an increase
in area fhrough renting or purchase - must provide fo: at least two
man-ycars of 1abour2 and for a "reduce&‘ gross output (1.e., total
~output. less seed and feedlng stuffs used) of at least £4167 to :352083

per man-year at the completion of the plan.

Ref. (6) and (8)., If passed, the directives would be binding on the
Member States "as to the result to be achieved, ... while leaving to

national authorities the choice of form or means." (E.E.C. Treaty,

art. 189) .

It is interesting to note that the original plan () suggested
_minimum enterprise sizes ‘based on acreage of crops or numbers of
livestock. (See Appendix 1.) The present criterion allows for
varying enterprise combinations. A farm with several small
enterprises would qualify under this criterion.

: The exact figure is to be fixed accordlng to reglonal condltlons and
the nature of production.,
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The principal aids would consist of a take-off grant varyiﬁg
according to- the number of farmers participating in the plan, up to.a
maximum of £2083, and of an interest-rate rebate of up to 6% on moneys
 borrowed for investment, excluding land and livestock. There would
also be an annual grant of up to £42 for three years as an aid to-the
keeping of accounts. ~Groups formed for mutual aid or for more rational
utilisation of equipment would qualify for“d_takeeoff,granf‘up to the

maximum of £2083.

" Withdrawal of manpowerﬁ The tendéncy of agricultural incomes

to lég béhihd iﬁcdméé in other occupstions can be couﬁferacted By a"
redﬁction>in”£he aéfiéultufal'populatioﬁ if such a reduction is
accbmpanied'by é‘iesé-than-éroportionai'decrease in total agricultural
income. When the wifhdrawal'of'ﬁanp6Wer occﬁrs simhltaneously with
modernisation of farmé.wé.ﬁay,'in facfg ekpécf afmérkea inbfease_in
inéoﬁe per head‘iﬁ'agricultﬁré. This ié because - according to the

hypdthesis of'diminishing returns to 1ébour,— avefagé Oufput‘pérvman'

should increase (up to a point) as manpower decreases; and an

appropriéte moderniSQtion programme:should be\capablé of ensuring that
the inputs of land. and capitél’are adapted to the reduced quantity of
~ labour in such a way as to.resﬁlt‘iﬁ>§ﬁvépéfeeiéble iﬁ;;éasé in.igcéme
_per héqd( ST

A series of measures is proposed to encourage a speeding-upzof the
decreasé in agricultural manpoWer.w Earmers and:fgrm'workeré (including
family labour) QitﬁéfaWing_ﬁrom agricultufal activities and aged 55 or
over would receive an annual payment of at least £417 if married or

supporting at least one person; those without'dependenté would receive
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a smaller amount to: be fixed: by each Member State. ~0ld age pension.would
be deducted from:the grant. Withdrawing farmers aged under 55 would
receive a grant equal to at.least eight times the rental value of the
-farm, -~ The land freed by the farmers would have to be withdrawn - -
permanently from-agriculture;: or sold or leased to farmers participating
_-in the modernisation programme, "

In-the normal course of events the land vacated by farmers.taking

- advantage of: these grants might be sold outright to neighbouring: farmers

- or: for non-agricultural uses such-as afforestation or building. The
Commission regards a large increase in land sales. as undesirable, mainly
because’ finding the money for land purchase would diminish’ the purchasing
farmers'. ability: to make other investments, The Commission:' also seems
to imply that a large increase in sales of land, both for agricultura;,
and non=agricultural purposes, would have undesirable repercussions on
the land market (6, part II, p.3), although it is difficult to see why an
- dincrease in supply of land, leading presumably to a fall in price,. should
be, considered undesirable, . In any case, the Commission wishes to
encourage . long-term leasing of the vacated land (for at least eighteen
years) rather:than its selling. . It; recognises that owneér-occupiers.
withdrawing from agriculture need capital with which to begin their new
1ife; Instead of obtaining this:capital by selling their land, they

would be able to:borrow it. at favourable terms, for. the Commission

' proposes that: they should be granted a lump sum of up to 6% of 9 years'

rent when they contract such a loan.
‘Where the .departing farmer is a tenant, his landlord would also be

encouraged to lease the land rather than sell it. ' In this case" the
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:-incentive would. consist of an annual grant, payable' throughout.the:

‘duration of the lease, of a suim equal to 15-20% of.the rent,

Withdrawal of land: ~ It is hoped that surpluses of farm products

will be prevented or reduced by measures which encourage a.reduction in
“the amount of land used for farming., :  In recommending these measures
the Commission points out other benefits which would flow.from devoting

- farm land to non-agricultural uses. . Afforestation would result in a

-reduced need: for: timber imports and a decrease:in air pollution and soil

erosionj it would also provide employment for those' people who withdraw

from. agriculture but do not wish' to change their place of residence.s

. Land diverted from agriculture to recreational and public health uses

would help in solving the problems which arise when town population
increases and the number of working hours. is reduced.
The propbsed‘grants are motivated by the knowledge that -dincome. from
. afforestation does not accrue during the first few. years, i.e., before
any. of’ the timber is.ready for cutting, and aid is designed with the' aim
of supplying the owne:!s financial requirements ‘during this period. -
- Some of the grants would, however, be available also to owners who
lease their land for fublic health and recreational uses, so as.to
- encourage suéh'decisions.“
The . details 'of the proposed aid»are as followss
1. - Afforestation:: Land owners would receive :a grant of -
- 80-90% of the first three years' cost, and would'havé%at least 9 years!
land tax refunded.
2+ Afforestation and the leasing of farm land .for public
health or reéreaﬁionques: Owner-occupiers who withdraw from

agriculture would receive, during at least 9 years, annual aid equal to
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:the rent which they would have received if they had leased their land for
farming;_ -Landowners whose tenants have: released land would receive aid
amounting to 30-50% of this hypothetical rent, also during at least 9

. yeags;:in;additiqn,-they,weuld obtain a refund of at least 9 years'

- --land tax.

It should be borne in mind that. these paymente are additional to the

rent which these landowners will be receiving when they have leased their

- land for non-agricultural uses, -

Producers' groups and unions of producers' groups: = These

. proposals are aimed at encouraging co-operation among farmers. It is
well known that common ownership of machines by a group of -small farmers
¢ can -bring to these:farmers some‘ef the economiC‘advantages of large-
scale production. - Co-operation in marketing can give a group of -

- farmers bargaining power which none of them would have in isolation.

The Commission proposes that, during the first three years after
recognition, groups should receive grants. equal to not more than the
following percentages of the value of their sales: 3% in the first
year, 2% in:the second year and 1% in the third year.. -For groups:
producing cattle, sheep and goats the percentages would be 5o, 4% and 3%.

~Both groups:-and unions would receive aids towards loans contracted
~ during the first 5~yeafs after recognition. ,These:aids.WOuld consist
. of (1) guarantees of the loans end;(Z) rebates. of interest up to 6% for

‘a maximum of 15 years.  In addition, during the first 5 years after

recognition each union may receive grants up to a total of £20,830,

Livestock:. . The purpose of these proposals is to encourage

_1mport substltutlon by an 1ncrease in the productlon of beef and sheep,

to discourage milk productlon which is ‘at present running at a 1arge
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- ‘surplus; and to prevent excessive expansion of pig and poultry farming
which would lead to a surplus of pig meat, eggs -and poultry meat.

For three years beef :and sheep producers would 'réceive grants as

follows: £5. 1s. per acre in the first year (maximum £1250), £3. 7s.

per acre in the second year (maximum £833) and £1.14s. per:acre in the
-third year (maximum £417). Milk'producers who have all their caws
slaughtered before the end of 1973 would be paid £8% per cow as a
compensation for abandoning milk production, =~ (This is in addition to
the purchase price of the cow.) |
This proposed directive also introduces restrictions to the farm
“modernisation grants which are described earlier in this paper. = If a
‘modernisation plan includes an incérease in the dairy herd, aid would be
allowed only if at least one-third of the farm area is under grass,
- A modernisation plan which includes investment in pig, egg or poultry
enterprises would qualify for a grant only if at.least half of the feed
“‘can be produced on the farm,: =

‘Socio~economic information and professional - qualification:

The Commission: proposes the establishment in each member state:of
services of socio-economic information for the purpose of advising

" farmers on desirable changes in their farming practice and structure,
-7 and advising both farmers and farm workers on problems’ of transfer: to
other occupations and retirement, The E.E.C. Agricultural Fund would
“refund part of the expenses of the establishment of thésé‘services up
to £1667 per adviser. Centres would be set upfforitraiﬁingltheﬁ .

advisérs, with the contribution of the Agricultural Fund limited to

1 mhis proposal has been modified sindévthe.publication of the Apfil
- 1970 -document.. (See Community News, September .15, 1970.) .




-£1667. per student. -

Centres would also be established for general, ‘technical and -~
‘eqonomiC'education.and training of farmers.and farm workers, with a
confribution from :the E.E.C; Agricultural Fund of up to £833 per student.

- ‘Duration: -~ The directives would be in .operation for‘10'years;
with the exception of the directive concerning livestock farming which
would expire at the end of 1975,

Cost:  The E.E.C. Agrlcultural Fund'would bear 30% of the aid
to producer groups and unlons, and 50% of the cost of the other measures.,

,Estimatas,are given for the first five years. They add up to an .

.annual cost ofv£475 million, of which £231 million would be contributed

bynthe_Agricultgfal Fund:andathe rest by the national treasuries, .
Effectaza_ No estlmate has been attempted of the effect of the
refor@;progra@mg_gn'ﬁa:me;s llngomes. leflcultles fa01ng an attempt
}”atysuch;an astimataiare'probab}& insuparabla, for,rwhila the reforms
_shqu}éhyasu}t inﬁan increage‘in effiqianc?,lphe?e dolnqt,seem to ba any
means p£ asses§ing tha magn;tude of,the increase?' It is equally
diffiqult tg estimate‘the effect of the refqpms on_total‘agriqultural
‘putput,;which:will ba_ip?}aencad in two.qpposite;directions (1)‘?y_the
reduqtion in thgﬁfarming papglation andvarea'apd‘ﬁa) by the.in9??aS¢q
yields per”uni?‘qf land and livastockvmade_posaiblg_by thaimoderni§ation
“~and advice"prOgrammes;;"'The-Commission-hasi-however,-astimated the---
probable effect on the size of the agricultural pbpuiatiaﬁzané ohﬁtha

agricultural area.

The original Mansholt plah postulated a decrease in agriculturai

 population from 10 million in 1970 to 5 million in 1980." The 1970

T (), part A, p.53.
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proposals give the estimated decrecase in the number .of farmers for the
years 1971-1975.as 1.4 million.’-l
- .The original plan aimed at least at a 5 million hectares reduction

by ‘the year 1980 in the agricultural'area%:of.70 million hectares¢3

.The 1970 proposals estimdte the reduction during the ;years 1971-1975 at

1.96 million hectares.l+

Se Reactions to the Reform Plan

'Thé-chahcés of adoptioﬁ‘of an"agficﬁltﬁéél'reforﬁ pian-in the
E;ﬁ;C;hdeﬁéhd fobsbﬁezéxtent'dn the plén's'feception émbng férmers.gj
With‘fonfeen.pef cent of its active pdpﬁlation engagéd in farﬁiné;:the
E.E.C. may'ﬁe unWilliﬁg t6 act agéinst'thé wishes of its agriéuifuriSts.
It ié'diffiéulf to”éaugé the agricﬁltﬂraliopihioh on the Commission's
ﬁlan for étfuctural reform because the original Ménshdltfplan-- unlike
'the 1970 prdééSals  dealt also with price policy, warning against -
increases in priées ofn"Surﬁlﬁs":prOdnctSJ" Seeingiﬁhe'almost continuous
" incresse in their input prices, mény farmers were ﬁaturaliyvhbstile to a
"freézé"‘on the prices of any of tﬁeir pfﬁducts,‘énd often ‘seemed to
éﬁféﬁdifhié héstility ifratibnally to the reform prbﬁosalé. ::Tﬁéyli
'éémeéiﬁés fén&éa.tovforgét the voluntary character of thése broﬁosals,
complaining of “the Cominissién's desire to force farmers off the land.

One mhét'admit,>howéVef, that, insofar as the plan limits the modernisation

1 (6), Part II, Annex p.5.

2 (4), part A, p.65.

3 @D | e ) .

4 Calculated from (6), part IV, Annex p.1. 20% allocated for non-

agricultural uses out of the total of 9 8 million hectares ‘allocated
"for the reform programmes -
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grants -to the farms above a_certain'minimum_size, the smaller farmers are
justified in feeling left behind unless they surrender some of their
.independence by joining a producers' group. In February 1969 the . -
congress quthe‘main‘farming‘organisation in France, the F.N,S.E,A., -
.nrejected'almostrall.the proposals of the Mansholt plan. .. Nevertheless,
.in an article in "Le.londe" of September 2, 1969, that organisation's:
: viee—president, M.,Deleau, who is president of the Committee of the.
PrefesSional Agricultural Organisations of the E.E.C. (COPA), was, on the
whole, favourable to.the plan,

- Politicians seemed to reflect farmers' fears with regard to the. .-
plan, -In its issue of 2~3 March 1969, "Le Monde" reported that all the
political parties in West Germany condemned the plan. - In June 1969, the
then Minister of Agriculture of that country stated that decisions on
agrlcultural reform should bc made by the natlonalwgovernments; as their
knowledge and understandlng of reglonal condltlons were better than the
Comm1551on Se Durlng the French pres1dent1a1 electlon campalgn of 1969
M. Pompldou used strong language to oppose the Mansholt plan ("Le Monde"
15—16 June 1969) In the "Guardlan" of January 16 1970 Mark Arnold-

Foster reported that the Mansholt plan would probably not be accepted by

the six governments because of ;ts exces81ve cost.

Nelther were experts unanlmous in pra1s1ng the plan. For example,

the Vedel renort expressed the view that the Mansholt model under—
estimated the risk of surpluses, andvthat.these would not be reduced by
modernisation andpeoncentration.1p Some writers claimed that

modernisation might increase.the surpluses through higher yields, despite

withdrawal of land and labour.2

1.(9), p39-t0, “B.g (10,
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@ ‘Nevertheless, the final decisions on the ‘Buropean Communities!
agricultural policy must be taken by the E.E,C. Council which consists
of representatives of the six governments; and that body has shown some
signs of being influenced by the Commission's reforming zeal. = Thus,
some medium-term measures for dealing with the milk‘surplus; proposed in
part C of the original document (4), have been largely adopted by the
Council and put into' operationi - Also, at its session in-November 1969,

“the Council appeared to' approve in prinéiple the use of Community funds
for structural reform (14). Thus, it seems reasonable to assume that
something on the lines of the Commission's proposals will éventually be
adopted.  In the next section we consider the relevance of such & -

policy to British agriculture, -~

6. Relevance to British Agriculture

(a) Generalt IftBritain joins the Common Market anyzdirectires
and regulatlons settlng up ‘an ag*lcultural reform programme will
eventually become blndlnw in thls countryo ThlS does not necessarlly
mean the end of any Brltlsh schemes whlch may be in exdstence at the .
tlme of 301n1ng,_so long as such schemes do not glve Brltlsh farmers an
unfair advantage over those of other member states or otherw1se 1nfr1nge
the Treaty of Rome. ~ If, however;‘as seemskiikely, the aceebtaﬁce of
'the Common Agrlcultural Pollcy, 1nclud1ng the reform measures,ylmposes
a net cost on the uxchequer, Brltaln w1ll be llkely to compensate for
thls by abandonlng all or some of the ex1st1ng schemes of support.

The appllcatlon of the E E C. agrlcultural reform to Brltaln would

» result in a con81derable speedlng-up of the rate of decrease in

N,agricultural,area,and“populationmifhBritish"farmers“ahd”farm workers....

availed themselves of the grants offered at the annual rate forecast in
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f@hg‘E.E$C.Ap1ans. - For. this sp;eding—up to be achieved the willingness
:of-British,farme:sﬁtoNleave the.land would have.to be much greater than
it has been in the past. Thus, accordiﬁg to.a "Guardian' report on

2.12.1970, only 1,700 farmers left agriqulture'pver-th¢~period,qf three

years under the Farm Structure (Payment to Outgoers) Scheme which had

come-into‘operation»in.1967.-; However, the E.E.C. scheme, unlike the
Brltlsh one, is not-limited to "non—v1able" farms; also the maximum . -
British

annuity which;fa?mers aged :55 or over can.obtain under the '/scheme is.
only £275, compared with £417 under the E.E.C. proposals;'andfmany
younger farmers might obtain higher lump-sum.grants under. the E.E.C;
~than under the British‘Scheme.1 - .On the other hand, evgplﬁyggincreased
. grants might not attract those farmers who 'would. benefit from: an increase
. in several producer priées“under the .E,E.C, system,

In general, farm incomes;in'Britain are higher than in the E.E.C.,
ma;nly:because of the larger farm size..; Thus it seems unlikely that,
- if Britain joins. the E.Equ,‘the rate of .decrease in agricultural
”"pbpulééiOﬁ“énd érea”will'bé'aS”gréét‘in“Bfiféiﬁ“aé iﬁ“ﬁhe E‘E'C |
Nevertheless, it scems 1nterust1ng to compare the actual Brltlsh raﬁes
of decrease with both the planned and the actual rates 1n the E B, C

In the following comparisons Brltlsh flgures are set agalnst I, E C
averages. We should note that the data for 1nd1v1dual member countries
may dlffer con51derably from the Communlty average fléures.":"‘"

The annﬁal rate of decrease’ln U.K. agrlcultural gggg betwéén:1959

and 1965 was O. 23% (O 10% for the crops and grass area, 1.e., excludlng

rough graz1ngs). This can be compared with the planned E E.C, rates
1

See below, section 6 (b) (ii).

2 Galoulated from (24).




- 18~
“0f 0,86 ‘implied in the Mansholt plan for the period 197OJ1986;1'cr'Q;§%
implied in- the 1970 proposals for the years 1971-1975.2 - Incidentally,
even the pdst rate of decrease in the E.E,C. was higher tﬁan~iﬁ_Britain,
-amountingttc ghj%'in~1959;1965;3*

- As Fegards ‘the rate of decrease in agrigultural ropulation, this -

«cannot“bé'derivéd”from*the 1970 :proposals but the original Mansholt ‘plan

impliés ‘en annual ‘fall of 7.2% between 1970 and 1980, This may be -

compared with the 1962-1966 ratés of -approximately’ 3.3 in the UiK2

and of 5:2%'in'the»E.E;C;6w7~

" A-comiparison may also' bée made between the planned decrease in ‘the
number of farmers and ‘thé actual decrease in the receiit past.-- For the

purpose of “this comparison it is assumed that the annual*rate7of”decrease
in the E.E.C. from 1966 to 1970 was equal to ‘the “1962-1966 rate 0f 2.%%, 6
We-thus obtain the annual rate of 10.8% ‘implied in the E,E.C, 1970

proposals for the'years 1971;1975,7 whereas in the U.K. the humber of
farmers decréaseéd only at an annual rate'of'jiz%-betweeni196afaﬁa'1966;8

1 Calculated from (7).» o
2 Calculated from (6), part IV, Annex p.1. ”

3 Calculated from (15).
b Calculated from (4), part A, Do 53.

5 The U K rate can only be estlmated as annual flgures for total
agrlcultural population are not. avallable. The estimate of .3. 5% 1s
based on the number of holdings plus all workers in (24)., ~ The
: flg;ree for holdings plus whole~-time regular workers give a rate of
3, L TR NS PATS WROLemLATe ; d €.a ra

6 Calculated'frcm (4) part B Annex 11.

7 Calculated from 6, part II Annex. p 5.

8 Calculated from (24)  (number of holdlngs);\
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. The above-estimates are brought together in Table 2; .The . general
conclusion which emerges is that all three movements out of agriculture,

i,e., the decreases in area, population and number of farmers:will-have

. to be. substantially speeded up in the present E.E.C. member countries if

2

the Commission's targets:-are to be reached. -British figures are
~included in the Table for comparison only. Theif inclusion does not
implyrthe~dgsirabilit& of thefBritishjrates,of decreaselreaching;thé;
ayepage{levels“planngd_fpr~tbe present Community.

- How many farmers.are there in the United Kingdom who would be likely
- -to. withdraw from farming if offered. incentives proposed by: the E.E.C.
Commission?. If ﬁarmefs»were motivated- exclusively b&gfinancial-
considerations they would withdraw from farming if by doing so: they
achieved an.increase in:income. It is well knownlthat,jin fact,
farmers often prefer: to continue in agriculture even when they could

 Table.2

N Annual rates of decrease1
Actual recent Planned 2p ‘tPlanned 3
1971-1975" - 1970~19807-
Agricultural area . .- . Dol DT T R
E.B.C. o = o 0.6% . 0.8%
* fgricultural’ population = R |
E,E.C. - - Lo
U.K. 3.5
Number of farmers o
' CUBEL.CS T 209 0.8
SUKe s -

1.For-sources-and methods, see' preceding text and footnotes.. .-

.The 1970 proposals by the E. E G Gomm1851on.

'3 The orlglnal Hansholt plan.
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increase their income by transferring to other occupations. - Thus,
- non-monetary advantages of agriculture, such as the desirability of -
"living in the country and of being one's own-"boésd,'must play a part
" in ‘farmers' decisions, ' These advantéges~céhnot, however, be quantified,
and we are forced to base our estimates on financial data.

The prospective income: of farmers who~léave'agriculturé'depends'on
the kind of employment they will obtain, on the.income derived from -
investing the money réceived for land, livestock and equipment sold,
“'and on the size of the withdrawal grant. - Apart from non-monetary
_considerations, the rational’ farmer will decide to leave' agriculture if
the total of his prospective income outside agriculture exceeds his
present and expected future farm income (presumably based on the average
of his farm income over-a nwimber of years in the recent past).-
However, of the constituents of the prospective incomé outside
agriculture only the withdrawal grant is common in size for large groups
of farmers,‘whereas the othéf‘conStifﬁenté -’i;é:;}income from non-
farm employment and:ffﬁm inveéﬁﬁéﬁt - are iikely to vary greatly as -
between individuals, This makes it virtually impossible- to foresée
the téfél number of Bfitish farmeré iikely to leaQe'aggiculture under
the E.E.C. reform plan; ' Neverﬁheleég, farmers»whoée\withdrawal_grant
by itself exceeds their farm income are most like1y7£d leave and we

estimate their number in section 6 (b).

There are two snags which make our estimates rather "rough and

ready".. Firstly, the income tax position will affect the farmer's
decision, but liability to tax varies with personal circumstances, so
that we have decided not to make any‘deduction'froﬁ pré;fak‘incomé'in

our estimates. There is no mention of tax in the Commission's
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proposals, and the implied assumption in our estimates is that the grant
: would be taxed at the same rate as.the farm income.

~The ‘second snag arises from the impossibility of assessing, on the
basis of published results, the number of farmers whose income has been

below a certain figure on an average over a number of years, We have

. had to resort to the assﬁmption:that one -year's income represents this
. average. This assumption is open to criticism but. no other practicable
method seems likely to lead to more accurate estimates.

- (b) - Specific measures: For -this purpose we have to divide farmers

into -age groups, because - as.already.explained -~ the form of the
proposed withdrawal grant varies according to whether the farmer is-over
or under 55 years of age, and also because the State retirement pension
is deducted from :the grant. -

- (1). Farmers aged 55 ‘or over. -

:Let us deal first.with farmers who would receive an annual grant

after withdrawal from agriculture, i.e., those aged 55 or over.
According to the United Kingdom social security-regulations,. those who
. have been paying their weekly contributicns are entitled to.a pension at

65 (60 for women) if retired, and-at 70 (65 for women) whether:retired

- .or still working. = Furthermore, both the U.K. pension and -the proposed

EJE.C. grant varies according to whether the recipient is married or .

~s1ngle.1 Thus, separate estimates have to be made for: the dlfferent

-categorles of farmers cla551f1ed accordlng to age, sex and marltal

1 Strictly speaking, the E.E.C. proposals 'specify the higher amount of
grant not only for married recipients but also for others who malntaln
at least one person.
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statuS}1 The estimates have been made for the year 1975, on the
assumption that the transitional period will be over by the end of that
~year and Britain will, therefore, be subject to the Community's reform
measures, |

Thosejfarmers not enfitled”to“the‘Statefretirement'pehsion wbuld
‘receive the full amount of the withdrawal grant on leaving agriculture.
'The grant would amount to £417 per year for a married man., For single
farmers we havé assumed the figure used in-the'E.E.C.léstimates,2~
' namely, £278 per year;" We have assumed that farmers whose annual
income is -less than the grant.would be most likely to withdraw from -

‘agriculture., On the basis of the U.K. Farm Management Survey for -

1968 -~ (21), p.79 - we have estimated that 17% of all farmers earn

3 Applying this proportioh to the

annual incomes of £400 or less.
number of married farmers between the age of 55 and the minimum age of
retirement gives us the estimate of approximately' 9,000 .farmers who -
might obtain the grant, amounting to a total.of over £3,864,000, - The
same method used for unmarried farmers earning £275 or less per year
gives an estimate of over 2,200 farmers, and a total grant of £626,000.
' 'Men aged 65-69 and women aged 60-64 would, on ‘withdrawal from

farming, have their farm income replaced by:the State retirement pension
(if they had been paying contributions), plus the withdrawal grant from

which the amount of pension has been' deducted. °~ The State pension for

The rumbers in each Catégory have been estimated on the basis of ref.
(16, 17, 18) and on the-assumption that -the number of farmers will-

continue to decrease by 1.7% per year, as it did between 1962,and 1966.
2°(6), part II, Annex p.i. SR |

It has been found impracticable to adjust this and some other
estimates to the E.,E.C. prices.
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a married man is £421, and thus largerbthan the withdrawal grant, so
that the introduction ofithe withdraval grants would not tempt any-
married farmer to abandon agrlculture. For unmarried people the
?pemsromwrs“;é66;”‘ Thus, a retlrlng farmer would get the pens1on plos
£18 whico‘isethe differepce between the withdrawal grant and the pension.
I£-seems obvious that norone would give up farming in exchange for such
larsmail additional reward if he had not regarded the pension as a
“sufflclent inducement,
" len aged 70 and over, and vomen aged 65 and over, are already-in.
receipt of pension (if they paid contributions) even though they continue
farming. Under the E, D C proposals the marrled farmers-would not
reoeive a grant, as 1ts amount is 1ess than the pension, The‘unmarrled
farmers who withdraw from'agriculture‘would continue reoeiving‘theirnﬂ
pen51on plus £18 which is the dlfference between the grant and the
pens:.on. Th:Ls sum is unllkely to encourage any one to glve up farmlng.

(ii) Farmers aged under 55

As already stﬁted farmers under 55 years old would, on w1thdraw1ng
_from agrlculture, receive a lump sum equal to eight tlmes the rental
value of the farm. Would many British farmers be 11kely to avall :
themselves of thls grant° Slnce the grant would vary from farm to
Afarm, thls questlon is very dlfflcult to answer, | However, some 1ns1éht
1nto the llkely pos1t10n can be galned from the estlmates glven in

Table 3. The flgures in thls Table refer to small farmers, as it is

they who seem most llkely to w1sh to 1eave abrlculture ow1ng to

1nsuff101ent 1ncome.
, For the purpose of the Table 1t is assumed that the grant money

would be invested at eight per’cent. It is shown that - for all'but




..2;4....

~ Table 3

Yield from lump sum grant and farm income (small . farmers)

(For details of method see Appendix 2)

1

>

i

. Type of
Farm

Acreage

Estimated
~ Grant
- (lump sum)

£

.Bstimated.
""Yield from

Investment
of Grant

. Money .
at &%

Estimated
Nét Farm
Income’
at E.E.C.
prices .

il
o

Difference
(col.5
- col.l)
i.ee,
. minimum

" non-agri-
- cultural
income
. required

S

Specialist Dairy. -

Mainly Dairy -

Livestock, mostly.

Sheep

Livestock, Cattle

& Sheep

Cropping, mostly
Cereals

General Cropping
Mlxed
Plgs & Poultry

Very small farms,

Pigs & Poultry"

38

ko

- 17

1720
L

2152

2360 .
1928
1968

. 2920

1656

872 .. .-

o

917 -

510
760
1166

2711

1447

1252

757 )

-867) -

779
1394

e
977
2317
1260

1018

- not
applicable

‘two of the types of farms analysed - the annual income which sueh an

investment would bring (col. 4) - is considerably lower then the areraée

net farm income ad;usted for E.E.C, prlces (col 5).

The difference

between the two amounts (col 6) represents the 1ncome whlch the farmer

would have to obtaln cutside agrlculture, in addltlon to the grant, if

the withdrawal were not te leave him financially worse off; a larger

1)

Including the reward for farmer's and.wife's labour.
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income than that shown in col.6 would make himﬂbétter4offifinéhCiéliy
outside than inside agriculture, and thus would encourage his departure.
It will depend on. each farmer's financial assets, on business
Aopportunities and on the availability of non-farm employment whether
suchgan income is likely to be obtained. Thus it .seems idle to -
speculate on the probable number of farmers who would take. up this
particular grant. - What can be said, on the basis of the estimates in
éblumn”B of. the Table, is that some farmers would qualify for higher
grants thaﬁ,those available under the British 1967 scheme, which range
fromi£1;OOO.for:al10-acre farm to £2,000 for a 110-acre farm. Alsoy "
as mentioned earlier, under the E.E.C. scheme - unlike under the present
British scheme - even farmers with "viable' holdings would be eligible
for withdrawal grants. . Thus the introduction of the E.E.C, grants

is likely to increase the present slow rate of uptake of withdrawal

. cea
grants in Britain.

For two types of farm - small and very small pig and poultry-
holdings - the Table shows a negative net farm income. - If these
- farmers did not expect better fortunes in the: future, they would be
acting rationally in choosing the grant rather than a financial loss or
an annual- farm income lower than the yield from investing the grant
"money. The large increase in feed costs which would result from
Britain's -entry into therE.E.C; may, in fact, put some farmers in this
position - but this depends -to a.largé extent on the conditions in the
egg and poultry market at the time of entry. (Pig producers are less
vulherable because of the system of intervention buying for pigs in -

the E.E.C.)

See above, section 6 (a).




. (4ii) Modernisation- -

Our' last set of estimates: concerns the. proposed aids to ..
‘modernisation; - As mentioned in section'4 above, these aids would be-
offered to farmers whose development plans provide for atvleast'twé man-
years of labour. At present there are in the United Kingdom approx-.
imately 123,400 holdings with standard labour requirements of two. man-
years (550 man-days) or over. They constitute approximately 30-per -
cent of ‘all agricultural holdings and. 60 per centlof "full-time" holdings
(i.e., holdings with standard labour requirements of one man-year: or -
over)..1 .Many of:these farmers might wish to apply for modernisation
aids. . :In-addition; many of the.occupiers of the.remaining 272,900
holdings might consider amalgamation so as to enlarge their size of =

business to ‘the:two man-years minimum. = Some of. those whose holdings

are amalgamated with others might wish to leave agriculture, thus:

qualifying for a withdrawal grant or annuity, while others would remain
as partners. |

The attainment of the minimum size is, however, only cne of the
requirements for eligibility. . As mentioned'in section 4, the "reduced"
gross output after modernisation must not be lower than a figure fixed
between £4167 and £52C8 per man-year. How:do these output figures
comparé with those actually achieved in Britain?. ..The -E.E.C. "reduced"
gross output corresponds roughly to the British concept of total: net.
agricultural output. Table k4 shows the latter. (adjusted for E.E;C;—_
prices of products and feed ~ see Appendiva)_for all the types of -

farming (with the exception of horticultural, "very large" and "very

1 These. figures have been calculated on;thevbasis,ofl(ZB).:
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'small" farms) covered by the Farm Management SurVey“infEngland and .-
‘Wales (21).  The figures are given for two business.size groups,
ranging from .one to almost four-and-a-half man~ye%rs per farme .

Table 4 shows that, within the 'size range ‘chosen, only: one-type of.
farm ("Cropping, mostly Cereals") attained net output per man-year
-;greater,thannthe,miqimum.target_figurexquer.;henE.ﬁ.Cf‘@ééégﬁisétion
- Table 4_“

Estimated total net agricultural output. per man-year at E.E.C. pricesj

. Type of Farm o ,Qi_,_Total net agricultural output per man—yeaf

Farms with 5 ' Farms with >
' 275=599 .s.m.d. + 600-1199 sem.d.

- _ P R R 2L B
Specialist Dairy 1907 2195
‘Mainly Dairy - =210 o 2esi
Livestock, mostly Sheep - .= = 137k . 1394
Livestock,Cattle and Sheep 2217 = - 2h98
Cropping, mostly Cereals | k77 - . 4862
General Cropping U 315 f T 315,
CMixed oo Lo 2299 . .0 Gt . 2605 .
Pigs and Poultry - L 760 _— o 587

- proposals.  All other farm types -show average net output per-man-year
considerably  lower than the eligibility limit. : It seems, :therefore,
that in order to qualify for aid to modernisation, most British farmers

would have to plan a radical: change in-their productiongmethodsgand/or

"Year 1967 or- 1968 whlchever shows the. hlghur flgure. The estimates
are based;on the average results per farm and the average standard
man—days per farm.;.

sem.d. = Standard man;days.
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their product mix &S0 as toachieve a largeiincrease‘in net output per_man.1
It is not, -therefore, possible to:make a reliable estimate of. the number
of British‘fa;mers who might 'qualify” for:the E.E.C. modernisation aids,
or.of the total amount of aid they would be.likely fo recéiVe.
7. Discussion

Thé&ELE;C.'Cbmmiésibh'sjﬁropdsélé dim at an increase in agricultural
incomes through a reduction of the agficuifufal population and a slowing-
down‘éf“thé”iﬁcréase-iﬁﬁaériéultﬁrél output, --If Britain joins the:

:*Common Market and, consequently, is 1ncluded in the reform. programme,

the second aim - the slow1ng down of .the increase in output - might be
regarded as contrary to the Brltlsh interest as it mlght make impossible
an 1mprovement in the balance of payments through greater self-sufflciency.
However; the tentative estimates included in the present paper-add up to
a tota116f only about 11,000 U.KL’rarmers most likely to leave "
agricultgrevunder the E.E.C, reform programme . V‘Thiéiféprééep£siqhiy'
3;5% of the estimated total number.of farmers in 1975, compared with -the
Logb of the‘present E.E.C. farmeré;whom the E.E.C. Commission expects'tb
leave agriculture.in the: first five ‘years of operation of its programme.
Our U.K. ‘estimate may well be on theé low side; as explained:in-section
6'(a)e Nevertheless, if the probable increase. in productivity is: taken

into-account, it seems likely that over the years the adoption of the-

'E.E.C. reform proposals would not prevent the U.K. agricultural output

1 pvailable data suggest that few E,E.C, farms would qualify for
modernisation aid without planning considerable changes in their
structure in order to attain the target output per man. (See
Appendix 3.) For aid to be more widély available the qualifying
criteria would have to be made less exacting, The French Minister
of Agriculture had perhaps this point in mind when he criticised some
of the Commission's proposals on agricultural reform as being '‘based
on a rigid model.," (See "Le Monde", October 11-12, 1970, p,19.)
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from rising, thougli the present E.E.C. members' output might well decline
.because of the relatively much greater. loss of manpower.

.-+ The Commission also put forward-proposals on producers' ‘groups, :
farm-modernisation:.and training and advice. - If adopted, these . .-
progfammes should help to increase agricultural incomes in-all ‘the E.E;C;
countries, including Britain. if she becomes a member.

One ‘may note that m&dérnisationaphieved through financial aid and
advice is .likely to result in an increase in output. from:the farms
involved. However, this increase in output is not- likely:to worsen the
Community's surplus problem if the planned reduction of iagricultural
population - including the ‘annual decrease of 10.8% in the number of. -
farmers, mentioned in section 6 (a) above - is achieved. - Nevertheless,
in order to allow for the possibility of a.future reduction in the ratio
..of product prices to input prices, it would seem desirable. to encourage
cost-reducing measures - such as machinery syndicates and other labour-
saving methods, the use of cheaperifeed{ etc, - side by side with output-
increasing methods, . such as. the use of improved crop varieties and:live-
stock breeds and the intensive use.of fertilisers. =~ If:out-migration
from agriculture wefe-to.lag behind the planned level and labour
productivity7wefeuto:cdntinue'riSing;étotal’agriculturalfoutput might -
continueto increase. The»low‘pfice elasticity‘and“income'eiasticity of
. demand for agricultural products would then lead-to a’falling farm
revehue'unleSSnprice»supportiexpenditure‘weréfincreaéed;’-:An increase
in support expeﬁaituré;WOuldvnot be‘regarded‘as“desirable by the member

governments which are already worried by the present level of agricultural

support cost..  In such circumstances some nct saving in_the total =

agricultural budget might be effected if the modernisation and advice




_programmeskplaced‘very strong emphasis on cost-reducing methods. . The"

application of such. methods would lead to a:decrease in total production
costs._.flﬁ might thus become practicable to reduce support expenditure
through a réduCtion_of intervention prices.and export refunds :for - -
-thanks to the lower production costs - such action would not necessarily
lead to a fall in net farm income and might be consistent with an .
increase in .this income., The ensuing reduction in the support
expenditure might well be larger than the cost:of the relevant - -~
modernisation aids.and advisory work.

"'The 'land withdrawal plan should help some farmers and landowners -
on marginal land, as Weil as putting an additional brake on-farm output,
The proposed aids to livestock producers are likely to.improve the - -
product mix in the E.E.C.,; leading to an increase in farm income; since
these measures would expire in 1975, they are not likely to be applicable
to the Unitéd Kingdom.,

- As.already mentioned, the average annual cost of the proposed -
-reform for the first five years is estimated at £475.million for the - :
present member: countries. ' .The total. structural expenditure in the. -
E.E.C. for 1969 has been estimated at £917 million.1¢, Much. of "the
present expenditure may be-discontinued if and when the reforms are
“adopted~sovthat.there needrnot'necessarily be an increase-in the total.
A large increase is, however, suggested in that portion of the structural
expenditure :which is;contributed by the E.E:C, Agricultural Fund.g In
1968, -for example, the' Fund: contributed £51 million (13), whereas the

reform proposals .imply an. average annual contribution of £231 million .

in the first five years. = This increase in the Community financing of

T (4), part A, p.71..
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structural reform may be resented by those countries - ‘such as West
"éérman&, Italy and Belgium, and also Britain if she becomes a member -
whose receipts from the Agricultural Fund are likely to be lower than’
‘their payments to the Fund, 3»"
" We have been able to make an estimate of.the annual cost ofthe
proposed reform in the U.K. only with regard to the.withdrawal of farmers
“aged 55 or over. These estimates - discussed in section 6 (b) (i) -
add up to an annual sum of £4.497million5iof Which-£2.245 million would
be contributed by the E,E.C. Agricultural Fund. The average annual -
cost of this item for the present members of the Community has been
‘estimated at £123 million during the first five:'years, with the E,E.C,
Fund contributing £61.5 million.1 The ratio of the likely U.K.:
receipts from the Agricultufal Fund to those of the other.countries
under -this heading, i.e.; 2.245/61.5, is obviously very much lower than

the ratiO’-df“theirrespective-contributionsto'the*Agricultural'Fund;2

It has notbeen found possible to estimate the likely amounts of .

British receipts from the E.E.C. Agricultural Fund under thé remaining
parts of the reform programme. Nevertheless, even if.- as seems
" likely - the application of the reform programme’increases-the net cost
of British membershib for the first fewlyears,:the‘prdgramme‘may'be in
Britain's interest in the'long run., This is because the ‘elimination of
’Small,:unecbndmic'farms'throughout the Community should make possible' a

" reduction in some of the support prices. . At the sSame time, the increased

1°(6), part II, Annex p.2.

Although Britain's prospective share is not known at the time of
writing, the British White Paper on the economic aspects of British
membership assumes a share of either 15 or 20% for the purpose of -
indicating the possible amounts of the British contribution.

See (2), p.20.
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rate. of withdrawal from farming should slow.- down or even.reverse the
increasing trend of agricultural production which has made- the high_price
support expenditure necessary. -Lower support prices would reduce the
amount of import levies and of each country's necessary contribution to
the Agricultural Fund; and a decrease in surpluses of agricultural
products would further reduce the need for these contributions.  As.
mentioned above, withdrawal of farmers from agriculture is not likely to
be on a sufficiently large scale in Britain to cause a decrease in
Britain's agricultural outpute -Thus,.the lightening of the burden on
our balence of payments through lower levies and contributions to the
Agricultural Fund is not likely .to be counteracted,by:a:need forvgreater
food imports. .

- Finally, one may.wonder about the effect:of the reform programme
on: food prices. . The proposed withdrawal of 1and;apd manpower from
egricultureniS-likely to act as a brake on the present E.E.C. members'
farm output. . In a free_market this_wouldgprobably.result“in an increase
of food prices. = However, the prices of most agricultural products:in
the E.E.C. are not free market prices but are largely determined byithe
market intervention cf the authorities and by the level cfeimpprt«;evies;
The levies and intervention prices are-likely to be reduced if- the.
proposed reforms are-carried out because the reform programme should.
- decrease production costs.  This should have a downward effect on retail -
prices, greater than the upward effect of the diminishing, or more slowly
nlncrea51ng, supply of home—produced food. “ If food prlces do, 1n fact,

vfall, they will - reduce the increase in the cost of 11v1ng whlch has been

forecast as an unwelcome effect of Brltaln 5. entry 1nto the Common

Ve

Market.
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Appendix 1'=-;

Minimum labour requirements and<thé origipal'Mapsholt.plgn“

.The’ proposed directive on farm modernisatién ;_(6),rpartvl;e gives
theimini@um>1abour,réquirements;for;farmers applying for aid as two man-
years. »=Th§ original Mansholt plan - (4), Part A, p.55 - gives examples
cof minimum sizes of enterprise;qualifying_for aid as UProducﬁion,Units".
By using data of standard labour requirements,: mainly from Ref. (20),
pp.k-6, it is possible to convert. these enterprise sizes;into_man—years,
as  follows:

(N,B. 1 man-year =275 man-days.) -

" Grains. 80 hectares, i.e., approximately 200 acres, at 2 man-days =

40O man-days = 1.5 man years. -

Roots. 80 hectares, i.e., approximately 200 acres, at 10 man-days =

2,000 man-days = 7.3 man years. -

Dairying. 40 cows. = Assume 1;4 forage acres per cow, on the basis of
Ref. (25), p.2k4. Therefore?56;acres are reQuired, at 10 man—dayé =

560 man-days = 2 _man-years.

Beef. 150 .cattle. © On the basis of Ref. (22), we assume 1 acre per

animal. Therefore,150 acres are réquired,‘atva.ébmah—days = 375 man-

days = 1.4 man-years.

Eggs. 10,000 hens at O.1 man-days = 1,000 man-days = 3,6 man-years.

. Pigs. U450 fattened "at a time" at 1 man-day per head = 450 man-days =

1.6 man-years.
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Appendix 2.0 .

Comparison of E.E,C, withdrawal grant and net farm. income" -

From' groups of- farms analysed in ref. (21). those were ‘selected which
- had the lowest -average expenditure on rent and rates, It was estimated -
" on ‘the basis of ‘accounts for: small farms’ participating in Manchester: -
-7Uhivérsity1§*férh’management survey - that rent constitutes, on’ average,
956 of the "rent and rates" expenditure. This amount, multiplied by’
. ‘eight, is ‘entered in our Table :3 as estimated granti
In order to estimaté income at E.,E.C, prices, output prices were
recalculated, using E.E.C., basic intervention prices, ‘and the cost of
feed and fertiliser was adjusted according o -the author's estimates of
their average prices in the E.E,C, The following are indices: of the’
assumed E,E.C, ‘prices with U.K. 1968 prices -taken .as 100:: -
Wheat 15265 :
Barley 143.6
" Sugar beet 12041
. Milk 119.9
. Cattle - "133.9
Pigs 102.1
Feed 155.1 -
‘Fertiliser » 157 O,

1

Prlces of other products and 1nputs were assumed to be unchanged.bt.u

)

The orlglnal output and expendlture data refer to the year 1968
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Appendix 3

Output per man-vear in E.E.C. agriculture

~ (N.B,,. As noted in the main text, .the minimum "reduced" -gross .
.. output, i.e., total output less seed and feed used, under the E.E.C.
- modernisation proposals is £4167 per man-year.)

(1) West Germany., Estimates based on data in the 1970 Green Report,

pp.249-257,

Size . " .. 7 U Year 1968/9
Type of farm range, = ‘Average "reduced' gross output
: hectares per man-year, £

Root crops ... Under 20 L _ 2376
© 2050 3201
50 & over h219-

Cereals - . Under 20 v 2090
20-50 2883
50 & over 3810

Livestock " Under 20 >2050.
© . 20-50 2490,
50 & over 2574

(2) DNetherlands. Estimate based on data in Landbouwecijfers 1970

(Landbouw-Economisch Instituut). From data on p.147, "reduced" gross
output of agriculture can be estimated at 69.6 per cent of gross output;
Applied to the figure of gross output per man-year on p.152, this gives
.an estimated "reduced" gross output of £1857 per man-year in 1967,

(3) The Six and the U.K. While differences in gross output per man may

not accurately reflect the position with regard to "reduced" gross output,
they may be used as-an approximation, The following results, taken ffom

International comparison of agricultural productivities by Y. Hayami and
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K. Inagi (The Farm Economist, - XI;- 10, 1969), . show that. only Belgium and
Luxemburg, among thé E.E.C, members, had a higher gross agricultural
output per male'than'the‘United‘Kingdom. - Table 4 in ‘the ' main: text shows
the great gap between the majority of British farms' net output per man
_ and the "target" of £4167. Thus; it seems unlikely’that even in

Belgium and Luxemburg many farms would achieve this target"éésiiy} -

" 7'Gross agricultural output per male
- 1957-62, (annual average)

CCmstry . Mieatwits
Belgium and Luxemburg o 'fﬁ bs.7
Ffaﬁce « = 37,0
ééiﬁéﬁy;“f;érﬁéﬁ,“'“-“ ....W_N, ,2 ; jﬁ;&m’
Ttaly L b4

UK. I
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