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Report 1973

on the agrlcultural situation

Preliminary remarks

The present report is attached to the -iemorandum on the administration of the
common agricultural policy. It corresponds to the annual report referred to in
the 'Declaratios conceratny; the coramon flxing of agriculturel prices in the
Community contained in the Acts relating to accession to the European

Comimunities.

The report consists of three parts. Part I entitled "Synthesis ' gives a generxal
survey of the agricultural sftuation based on both macro-ecoacmic data as well

ag on studies made in part I of this report.

"art I{ eneltled “Analysts” contains detailed studies on trade in aqricultural
products, on agricultural markets, structure, agricultural incomes and the

financial aspects of the agricultural policy.

Finally,part Il comprises all the tables on which part 1 and Il are based.

The present report includes all the information demanded of the Commission in
article 2 of the Council decislon of December 4 1962 concerning the coordination
of agricultural structursl policies. The analysis will not concern itself with

natlonsal policies pursued in this fleld; the Commission considers {t is mosw
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appropriate to analyse those aspects within the framework of the reports which (t
has to submit annually to the European Parltament and to the Council, as provided
for under article 22, paragraph 1 of the Council directive of April 17 1972
concemning farm modernisation, article 15 of the Council directive of April

17 1972 concerning incentlves to give up farming and for the appropriation of
utilised aoricultural land for the purpose of structural improvement and article

16 of the Counci! directive of April 17 1972 concerning soclo-economic advice

and professional qualification for persons worktne in agriculture,
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This report also furnishes the information required according to article 1, paragraph
3 of regulatlon No 79/65/CEE of the Council, modified on October 23 1973, covering
the creation of an agricultural bookkeeping information network on farm {ncome and
economics in the Euronean Economic Community on the one hand, and the information
called for In article 4, paragraph 2 of regulation (CEE) No 1308/70 relating to the

common organisation of markets in the flax and hemp sectors, on the other.

The preliminary remarks contained in earlier reports relating to the comparabtlity
of avallable statistical data, are still vaiid for the present report. On this occasion
the Commission emphasises the need to accelerate work on the coordinatton and
harmonisation of natlonal statistics on a Community level, as weli as the need to
have to hand statistical {nformation as recent as possible. In order to fill up these
gaps the Commission 18 forced, in certain cases, to have recourse to other sougpces

of information or to undertake {ts own forecasts,

The Commission reserves the right to supply {nformation compiementary to the

present report when submitting its proposals to the Council concerning the fixino

of the common agricultural prices for the 1974/1975 season,

The editing of the present report was completed on October 29 1473,
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1. GENERAL ECONOMIC ENVIRONENT (1)

The rise in the general level of prices remains a serious tople of concern In all
countries of the Comrunity. The Implicit price increase for the gross domestic
product of the enlareed Community has been of the order of 6.2% {n 1972 and can
be estimated at 7,3% in 1973, Moreover, these averages hide marked differences
in inflationary trends among member states, In fact the annual rates of increase
in the reneral level of prices (n 1973 could ranre between about 6.5 to 6.6

(Germany, France) and 9 to 117 (Denmark, italy, Ireland and Luxemboury).

Economlic prowth has shown a clear tmprovement from 1972 to 1975. while the
volume of gross domestic product increased by 3.6 in 1972 compared with 1971;

the corresponding rate should be of the order of ¢!, in 1972 compared with 1972,

The combined effect of this real economic irrowth, an the one hand, and the
continuing inflationary tendencies, on the other, has been a growth rate in the
gross domestic product of the enlarged Community of 10"/ {n 1972 and of the

order of 13.7% in 1973.

Although a certain deceleration {n the economic ~rowth rate in real terms i«

indicated for 1974, it is feared that {nflation will lose none of its acuteness.

Parallel to the renera! cconomic trend described above, there has neen a very
anpreciable increase {n per capita earnines. These shoved an increase of it, i

in 1572 and prohahly a rate of 12,977 in 1973, Here too, trends in tne sifvreat
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member countries vary considerably, the range in 1973 being between 10.5 to
137 (France, Luxeémbouryg, United Kingdom and Germany) and 15 to 177 (Ireland

and Italy).

While in 1971 the average wage per wage earner was 4 271 UA in the enlarped
Community (4 560 UA in the original Community), this could reach about 5 350

UA in 1973 (5 750 UA {n original Commumity).

(1) seetables /1.1 and1 /1.2 of part III.
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RELATIVE L4PORTANCE OF AGRICULTURE IN THE GENERA L ECONQ:Y (1)

The downward tendency in the relative share of the agricultural, forestry and
fishery” sector continued, In 1972 this represented only 5.3% of the cross domestic

product &t factor costs for the enlarged Community (5.75 for the ortrinai Community).

This trend has run parallel to a decline in the relative importance of agriculturslin
the total labour force, but the percentage noted tn 1972 (Y.45.) is 1.0 times more than
agriculture’'s share in the rross domestic product. ‘This difference is minimai in

Belgium, Denmark and the Netherlands and is almost absenr in the United idngdom.

For the enlaxged Community the annual rate of decrease In the agricultural labour
force in 1972 compared with 1972 can be ®stimated at 5.9% which represents an
acceleration compered with the preceding year (3.5%), This rate of decrease has

been particularly marked in Deamark (10.2%) and In Italy (8.1} in Germany (7.1
and in Belgium (6%), it is put at 4% in France, 2.2% in Ireland, 1.6 in the Netherlands

and 0.7% in the United Kingdom,

AGRICULTURAL FINAL PRODUCTION AND VALUE ADDED (2)

In the enlarged Community, final production in 1972 was estunaied at 55.4milliard
UA. In relation to the number of hectares of utilised agricultural land, tais amount
represents about 600 UA/ha and {n relation to the number of pexrsuns employes tn

agriculture about 5 900 UA per person.
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During 1972 the proportions for livestock production and for arable
production were of the order of 60.5 % and 37.4 respectively, figures
which nevertheless indicate that agricultural production in the
enlarged Community is more orientated towards livestock production

than in the Community as originally constituted (3).

(1) See tables I/2.1 and I/2.2 of part III
(2) See tables I/3.1 to I/3.5 of part III
(3) The percentages in the original Community were 58.2 and 40.0 %

respectivelye.



DISTRIBUTION OF THE UTILIZED AGRICULTURAL AREA AND OF FINAL PRODUCTION IN THE
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DEVELOPMENT OF FINAL PRODUCTION AT CURRENT PRICES
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In the origtnal Commumity (1) final production rose from 40.3 m JA in 1971 to

45.1 m UA {n 1972, which represents an increase of 127,

Agricultural products subject to common price regulations represent 67% of

final production of the original Community.

In spite of the growth rate for intermediate consumption (117 in volume and 4.5%.
Iin value) and repayments (97, {n value) the gross value added at factor costs in the

original Community increased by about 117 In 1972,

This favourabie development in 1972 seems to be espectally due to the development
of agricultural prices, for final production in the original Community declined in
volume {n 1972 by 0.77 compared with 1971. This decrease {s in addition the
result of contrary movements in arable production which decreased by 40% and in

livestock production which Increased by 1.47,

It should be noted too that during the period 1967 - "1971" (2), final production
increased in volume at a rate of 2.4 per annum, of which + 2.29 per annum for

arable production and 2.4% for livestock production,

The overall development of agriculture in 1972 depicted above conceals considerable
differences among member states, In fact, the rates of increase noted {n the net

value added at factor costs was 177 in Luxembours and the Netherlands, 16™ {n
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Belglum and France, 10 Germany and 2.3% in Italy. For the original Community

the growth rate was 11.5% and in the United Kingdom 6.9% (3).

These differences can be attributed to divergent trends in final production as well
as In Intermediate consumption (4). At curvent prices the latter increased very
sharply in Belotum X20.2%) but also quite appreciably {n France (12.1%), the United
Kingdom (10.37%), Denmark (9.5%), italy (7.5%), Luxembourg (%2.3%) and in the
Netherlands (8.3%)., The least marked growth in intermediate consumption at

current prices was recorded in Germany (4.29).

(1) Data for the enlarged Community {8 missing.

(2) "19677: @ 1966, 1967, 1968 and 19717: @ 1970, 1971 and 1972,

3 No data avallable for member states not mentioned.

(4) The {mportance of intermediate consumption in relstion to final production
varies very much among member states; lan 1972 the pexcentage was 497 (n
Belglum, 46% in Germany and the Netherlands, 40% in Luxembourg, 32% in

France and 26%. in Italy.



DEVELOPMENT OF INTERMEDIATE CONSUMPTION AT CURRENT PRICES
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In volume Intermediaste consumption fell slightly (0.17) but increased markedly
in Belgtum (11,67), in France (7.27) and Luxembourg (67) and to a more moderate
degree in the Netherlands (4.7%) and tn Italy (3.7%). [n Denmark there was only a

slight increase (1).

The agricultural accounts for a few member states also give indications as to the
development of the net value added less rents, metayage (payments in kind) and
lﬁtercst paid by farmer, which would be close to overall return on agricultural
labour. In 1672 this sum, expressed in national currency, increased by 18,17 (n
Belgtum and the Netherlands, by 16,57 in Luxembourg, by 15.8" in France, by

11.8% in Germany and by 7.3% in the United Kingdom.,

PRODUCTION (2)

During the period '1967" - “1971" (3) the annual rates of chance in nroduction show
marked differences among products. Thus, for all cereals the crowth rate was
.89 (3427) (but 9,57 for durum wheat and 12, for malze), rice 4.1, notatoes -
-2,77% (-2,3%), sugar beet 2.9% (2.67), olives 1,47, peaches 1.5, pears 6.3%,

apples 1.17, cows milk 0.9% and exrs 3.97 (4).

According to provisional estimates the 1973 cereal harvest (excluding rice) of the
enlarged Community could be put at 105 million tonnes (1972: 103,9 million tonnes).

In spite of the reduction in area record production of barley and grain malze have

- . resulted (n & total grain harvest (without rice) probebly 1. up on the very high

erain harvest of 1972,
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The growth rate in production in 1973 compared with 1972 for other agricultural
products would be between 3 and 47 for milk and 340 47 for plgmeat, S7 for heef

and veal, 1{" for wine and -5%7 for potatoes,

(1) No data available for member states not mentioned,

(2) See tables 1/4,1 and 1/4.2 of part IIl.

» @ 1966/57/68 - @ 1970/7: 472,

(4) Figures in parentheses relate to the enlarged Community.

{331 In the original Community, respectively 80.9 m tonnes and 79,3 m tonnes,

representine a vrowth rate of 17,
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DEVELOPMENT OF NET VALUE ADDED AT FACTOR COSTS AT CURRENT PRICES
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rEODUCTIVILY (U

Turing the perfod 1907 - 1971  there was a growth {n labour productivity of
7.77 in the oririnal Community, This development is due to the combined effect
of the average lncrease in final production (2,47 on the one hand and the decrease
in the number of persons employed in agriculture (-4.47, per annum) on the other.
Calculated on the basis of gross valuve added labour productivity increased by 6.6
per annum. Among the different member stut@s these rates are respectively 8.47
(5.7 in Cermany, G.3) (4.87) in France, 7.4} (8.6%)in ltaly, 8.3% (7.2%. tn

the Netherlands, 13.25 (8.57) in Belgium and 4,17 (0.4%) in Luxembourg (2).

In relation to all sectors of the economy the rate of 6,67 is to Le compared with an
annusl vrovth rate of the gross domestic product per person employed in the orlginal
Community at constant prices and rates of change for the same period of 57 for the

original Comnwnity and of 4.5, for the enlarved Community.

At tie same thine productlvity per hectare of utlllsed agricultural area in the orixinal

Belats

Community showed an annual growth rate of 5,77 (2,270 (£).

Jurine this same period average yields per hectare showed quite substantial annual
iraprovements, ‘These variled in the original Communtty from 4.1} for durum
wheat, 3.1, for imia malow, 1,27 for sugar beet and C.97] for milk ylelds per cow.
For all cereals the annual growth rate was 3.57. As a general rule these annual

rates were cousideiably lower in the three new member states,

(1) see Tables I/5.1 of part III

(2) The first figure has been mlculated on the basis of final production.
The second on the basis of gross value added. Data for thec new member
states are not available.



- 12 -

DEVELOPMENT OF THE NUMBER OF PERSONS EMPLOYED IN AGRICULTURE, FORESTRY AND
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DEVELOPMENT OF LABOUR PRODUCTIVITY IN AGRICULTURE

(Calculated on the basis of final production at current prices in "1963"

per person occuged in agriculture)
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DEMAND FOR FOODSTUFPS (1)

In 1971 the pronortion of consumer expenditure devoted to food products represented
22,5 to 32.87 (2) of private household consumer expenditure, This proportion was
highest in Italy (32.877) and in the United Kingdom (30%) and lowest in Belgium (22,5%)

and France {257}, This proportion is falling annually.

CGverall and per capita consumption of acricultural production have not followed the
same trend In recemt vears. In the oricinal Community there has been an increase

for certain nroducts and a decrease for ethers,

Among the products for which overall consunption has decreased are whole milk
(0.67 per anaum), potatoes (17 per annum), cereals {(excluding rice) (0.47 per
annum) of which wheat (9,27) per annum). Per capita consumption has also declined
for these products: 1.4% per annum for milk, 1.9% per annum for cereals (excluding

rice) of which vheat Y7 per annum.

Althougrh overall consumption of butter has increased slightly (0.4 per annum) per

capita consumption has, however, decreased (0.4% per annum).

An increase, both in overall and per capita consumption, has been noted {n recent
vears and in the original Community for some products including fruit (respectively
3447 and 2,87 per annum), vegetables (1,7 and 0.87 per annum), sugar (2,067 and

1.5} per annum), fats excluding butter (3.1 and 2.17% (3) per annum), all categories

of meat (3 and 5,17 per anpum, errg (2,47 and 1,57 per annum) and cheese (4.7

amd 5.9, per annuili.
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In 1970/71, per capita consumption in the enlarged Community was as follows (4)
butter: 6.1 ke (4.9°kr); cheese: 9.6 ke (11.8 kg (5)); sugar: 37 kg (36.9 kg);

all categories of meat: not available (68.2 kg); fruit: 63,8 kg (74.4 ko).

(1 See tables [ /6,1 and I /6.2 of part III

(2) 20 to 407 for the consumptton of food products, beverages and tobacco.
(3) Durine the pertod 1961/62 - 1969170 only

(4) Firures In parentheses Indicate consumption in the original Community,

&) n 196Y/70,
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vegetables: 93.£ ke (1) (108.9 kg); whole milk: 91.4 kg (74.5 ke);

potatoes: 87.2 kg (8'1.8 ke).

As can be seen, per capita consumption of butter and milk in the enlarged
Community far exceeds that recorded in the original Community. On the other

hand, the position {s the opposite for cheese and fruit and vegetables,

PRICES (2)

Prices fif factors of production (3)

The development of prices for the factors and means of production was largely
influenced by the increase in the general level of prices and the very sharp
unsurge in earnings. This trend was intensified by the crisis on certain world

feedingstuffs markets.

Regardine prices for means of production the Commission regrets to say once
more that a general {ndex on this subject calculated on the basis of Community
criteria tskstlll not available, It has come to the conclustion that the national
data concerning prices for means of production are much too heterogeneous

for it to use in its synthesis. For this reason the Commission has proceeded

to calculate a price index for factors of production founded on SOLC data on
arricultural accounts. This index tai-es into account the development of the
implicit nrices for intermediate consumntion, prices for capital goods (4) and
the development of wages for employed auric ltural labour, on the one hand, and

the importance in each member state for the winount of intermediate consumption,
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repayments and wages paid, on the other, In the absence of data the Commission
has been unable to make any calculations covering all the member states; it has

had to llmit these to the old member states,

In 1972 asricultural wages underwent a sharn rise ranging in the countries, for
which date e available, from 19.17 inIreiand, 13.1¥ inItaly, 1.0 inthe

hetherlands to 7.6, in Germany.

(l: n 197172

(2; “ee tables [ /7.1to [ /7.19 of part {11

(3} »ee taples [ /7.1tol 7.4

{4: or lack of complete data on buildin~ prices, the Cominission has been

of lized to take only the srice of nichineryinto account.
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IMPLICIT PRICE INDEX FOR INTERMEDIATE CONSUMPTION
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DEVELOPMENT OF ANNUAL INDICES FOR AGRICULTURAL WAGES
1970/71 or 1970 = 100
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Malnly under the influence of the general upward movement {n wages i - ...
nrices for arrlcultura] machines also showed a considerable rise., This rise was
12.27 {n Italy, 11.6 to 11.87 in the Netherlands and in Belgium, 11% in Ireland,

10.4% in France and 8.67 in Germany (1).

Prices for intermediate consumption also increased in 1972, this increase amounting
to 4.57 in France, 4.3% in Germany, 3.8% in Italy, 3.1% in Belgium, 2.8% in the
Netherlands and 1.2% in Luxemboum.For the original Community the increase

can be estimated at 4.1 (1).

The combined result of this development was that the rise in factor prices can be
estimated at 8.27 in Italy, 5.7% in France, 5% in the Netherlands, 4.87 in

Germany and 3.57 in Belgium (1).

In the new member states national indlces for means of production showed an
and
increase in the same year of 4.4% in Ireland/7.3% in Denmark (1).

On the basis of analysis of national indices for prices for means of production
it can be concluded that increases for these prices are tending to grow, especially
as a result of the very sharp upward movement in world market prices for animal

feedingstuffs.

[n fact a comparison of the price index for the means of production in the 2nd quarter

of 1973 with that of the 2nd quarter of 1972 shows a rise of 12 in Germany, 8.87 in



~18a-
in France and 11,87 in Belgtum. During the same period prices for animal
feedinestuffs soared by 30.67 in Germany, 24.27 in France and 14,5 {n

Belgiam,

Fecardinge the nrice of agricultural land, owine to the lack of statistical data it
is not possible to come to any general conclusions on trends in 1972, It seems,

however, that these prices rose very sharply in the three new member states,

It is possible that forecasts as to the consequences of the anplication of the
common agricuitural policy which indicated an timprovement in farm income

were one of the reasons for these increases in nrice.

(1} ficures not avatlable for member states not mentioned.
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Formalities for the grant of credits (duration, repayment, guarantees etc.)
vary appreclably from one member state to the other, For this reason it is
imonossible to cover them Driefly in this report, Variations in luterest rates
are not peculiar to arricutture but are closély iinked to the reneral conditions
coverin:- the crant of credit in member states, except when the state Intervenes
especially in favour of arriculture by crantine amone other measures interest
rehates. This interventfon {s very common in most of the member states and

can bring the interest rates pavable by the farmer to very modest levels (1 to 37),

o roducer nrices for aericultural nroducts (1)

The very muarked yprowth rates in production costs have been accompanied by a
very niuch sharper rise in prices for agricultural products expressed In national
curvency of 1,2 {n the Community of "Gix". Ia the oririnal Communlty the
rise vas most mariked in France (12,87 ), Germany (1i.0" ) and Italy 1,17,

in the other oid member states the rate ranced hetween ¥ and 9,37 . Inthe
same year, which preceded the enlarpement of the Community, agricultural

~rices increased very sharply in [reland (19,17 and in Denmari (11.870) (2).

This advance affected both arable products (+ 12,67 and livestock products (127).

Thes upward trend contlaved {n 1973, with price Indices for agricultural nroducts
in the “nd quarter of 1973 13,57 above these in the 2nd quarter of 1972 (I} in
Beleium, 14.¢7 op in Germany and 11,17 up in kaly. In the 1st quarter of 14,0
nrices vere 23,5 above prices in the 1st quarter of 1972 in the United «incdom

and 337 hirher in D'enmark.
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Since the adapation of prices applicable {n the new member states to the
common agricultural prices is spread over the whole transition period, the
particularly marked upward trend noted in these countries {s for the most
part attributable to the pecullar develooment of agricultural markets in 1972

and 1973, especially world markets,

(1 See tahles [ /7.6to 1 /7.6 of nart Il

(2) Figures not available for member state (s) not mentioned,
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TNDICES OF THE PRICES OF THE PRCDUCTION FACTORS AND INDICES OF
AGRICULTURAL PRICES AT THE PRODUCTION STAGE
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The trends noted above should be compared with the average rate of increase in
common prices of 5,5% in 1972/73 compared with 1971/72 and of 4.5% in 1973/74

compared with 1972/73,

c) Comparison of the development of prices for the factors of production and producer

prices for agricultural products (1)

An analysis of the prices for factors of production and producer prices for

agricultural products during the period 1968 - 1972 reveais the following:

In two member states, Italy and Belglum, prices for the factors of production
(respectively 34.67 and 21.29) increased more sharply than those for agricultural
products (respectively 31,17 and 12.17). On the other hand ln Germany, France
and to a certain extent ln the Netherlands an inverse trend was noted, the
percentages belng respectively 16,67 and 18.97 in Germany, 30.47 and 32.87

in France, 17.17 and 17.99 in the Netherlands (2),

As a resuit, during the period 1968 - 1972 the terms of trade (3) improved stichtly
in France and Germahy (+ 17) and in the Netherlands (}.37: and deteriorated only

slightly in Italy (2.7%) but quite significantly in Belgium (7.5%; (2).

An improvement in the terms of trade has heen observed in iv¥73, a comparison
between the 2nd quarter of 1973 and the 2nd quarter of 1572 gives this improvement

at 1% in Germany, 8% in France and 107 in Beleium (),

(1) See table I/7.9 of part III

(2) Figures not available for the member states not mentioned

(3) Relationship  between agricultural producer prices and prices for the factors
of production,
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INDICES FOR CONSUMER PRICES AND PRICES FOR FOODSTUFFS AND BEVERAGES
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d) Comparison of the development of consumer prices and agricultural producer

prices (1)

A comparison of the overal; development of the index for producer prices for

acricultura! products in ceneral with that for consumer prices for foodstuffs

amd beverages shows, durine the perlod 1908-19/2, a sharper Increase for the
former {n Germany (respectively 18.97 and 16.37), in France (32.8% and 28.27),
In [raly (317 and 20.17) and in Denmar: (347 and 31,87). On the other hand, an
inverse development was apparent in the Netherlands (17.97 and 24.87) in Belgium
(12,17 and 1,47 and [a Luxemboursy (16.67 and 237). In [reland the two indices

moved In the same way (3/.17; (2).

This development is mostly due to the rapid rise in agricultural prices in 1972,
compared with 1971 a year durine which even (n the Benelux countrtes, as in the
other member states the veneral {ndex for acricultural prices showed a sharper
incline than the ceneral price for agricultural foods., This trend continued durine

the first six months of 1473,

However,a more detailed analysis of the development of nroducer and consumer
orices for certain arriculiural products renresentine an important part in total
arricultural nroduction inflicates that no clear cut julcement can e made, In

fact, la the case of milk, beef and veal, nlemeat, soft wheat, surar heet and egys,
consumer prices for these products either in the natural state or processed, often
showed, as a reneral rule, over the period 1903 - 1972 a far sharper rise thon that

for arricultiral producer prices.

(1) See tables 1/7.10 and 1/7.11 of part III
(2) Index for agricultural prices in 1972 not available for the United Kingdom.
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TRACE AND DEGREE OF SELF-SUFFICIENCY (1)

Curing the period 1963 to 1972 imports of agricultural products subject to regulations
of the common agricultural policy by the original Community increased notably with
developed countries (527 ) as well as with the developing countries (12'%). Compared
with the precedins year the growth rate {n 1972 was moderate for imports from the
developed countries (1,37) while appreclable (6.57) for those from developing
countries. For exports of these products over the period 1963/72 the increase

was respectively 947 and 1217 while in 1972 the growth was respectively 8% and 67.

The enlargement of the Community has raised the Community share of world

imports of agricultural and food products from 20 to 337.

The situation of world markets which have been marked by price rises for nearly
all agricultural prices and the realisatton of the instability of world markets and
thetr role {n the supply of certain countries and of certain products, s an important

element in the context of the development of trade (n the arricultural sector,

The treaty of accession and the global concepts drawn up according to the line
defined at the Paris summit in 1972 give general directions covering the enlarged
responsibility of the Community in international trade and defining the framework
for the development of trade, particularly {n the agricultural sector of the

eniarped Community.
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The enlargement of the Community has brought certain changes in the degree of

self-sufficiency for certain agricuitural products.

The analysis made for the year 1971/72 reveais that for certain products for which

the original Community was a net exporter, the enlarced Community has become a

net importer,

(1) See tables I/8.1 and L A/1.1 to Ll A/3.3 of part Ili.
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This is particularly the case for rice (with a decree of self-sufficiency of 927)
and for butter (987). While the orirtna! Community was a net exporter for sugar,

the enlarred Community has a degree of setf-sufficiency of 1007,

While for cereals overal! the oricinal Community was approaching self-sufficlency,
import requirements have increased, giving a derree of self-sufficlency for these

products of 919 in the enlarged Community.

For beef and veal Community supplies have clearly improved, whereas the original
Community recorded a degree of self-sufficiency of 867 in 1971/72, this percentave

amounted to 907 for the enlarced Community.

[n the case of plgmeat, poultrymeat and eggs the enlarged Community is practically
gelf-sufficlent for condensed milk and milk powder the enlarced Community has

remained predominantly a net exporter.

In the Community of Six the tendency for the degree of self-sufficiency to Increase

continved.

This tendency did not prevent the imports of the Six to rise by 39 % between
1968 and 1972 for the agricultural products coming under market organiza-

tions, and by 32 % for the others.
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PRINCHA L AGRICULTURAL MARKETS

Ceresals

The cereal sector accounts for 10.7 % of the final production of agriculture in the
enlarged Community and occupies 78% of the wtilised agricultuxal area, The

1975 harvest is estimated at 194 million tonnes, thus exceeding that in 1972 by

1.7, The Commnunity still remains a net tmporter of cereals by about 12 miilion

tonnes,

The world market {n 1973 was maried Sy 1 very steep rise in prices for certain
cereals, hrinzing several of them alwve thie level of Corrnuumity intcrna! drices,
This resulted in difficulties in the supply of certain cereals on the niariuts o
several memuer states and the Coninunity was led to take special measures

concerning: the export of these cereais,

The tmbalaiee existing in the cereal sector of the original Community persists in

the cnlarced Cormaunity, involving heavy cxpenditure for the Guaruntee section of
a part of the

FEOGA {denaturing of soft wheat, Aefunds for soft wheat amd barley) estimated at

963 mitllon UA for 1973 and 613 millioa UA for 1974 (1),

Sugar

Sugar prices have practically trebled on the world market between 1966 and 1972,

brinsing the level of world prices in 1573 slightly below the Community price,
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“roduction of abotit 10 :nilllon tonnes of suvar is nredicted in the enlarced
Community in 1973, the basic quota amounts to 7.82 miliion tonnes. This
tonnage slightly exceeds the level of internal consumption. Because of U'K
import obligations vis-a -vis the Commonwealith countries, the Community

will have to export between 1.8 and 2 million tonnes.

According to estimates expenditure by the Guarantee section of FEOCA in this

sector will not exceed receipt from storare dues and producers’ contributions.

(1) These figures do not take into accomnt the recent reduction in the denaturine

premium.
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idne
“rices for wine and narticularly for auality wines are at a very hich level in the

Community and on tie wortd market, the Community belnw by far the larrest
bj ) i

nroducer in the worid,
%, ine production which makes up a little more than 5% in value of the final production
of arrtculture, (2.3 of the area) should reach 140 million hectolitres in 1973,

Supply and demand should thus he in talance in the current s€ason.

Fruit and vecetables

The fruvit and vecetahle sector, which represents 11% of the value of final production
of 1he oririnal Conununity and occupies 3.9 of the wtilised agricultural area, was
favourable in 1$73. ‘larket withdrawals were more than in 1977 and a certain

stakility tn market rardeninz and fruit production is exnected,

Milk

“#{1k productlon In the enlareed Community should reach 94 million tonnes in 1973,
3.7 more than tn 1972. Consequently, the milk sector, which represents 195 of
the value of final nroduction, would be in excess hy about 8% of nroductton (7 to

% milllon tonnes) of which an Important part could be marketed only with the heln

of speclal measures (butter and nowder).

Commierclal exnorts of butter in 1973 can "e estimated at about 370 300 tonaes, of
whteh 27 O tonnes under an excentiona! sale to the VIEL, and those of stimmed

milk nowder similariy aroufid 57 150 tonnes,



~27a-
The perststent imbaiance vhich characterises the dairy sector and vwhich vlves rise
to forecasts of butter stocks of 37X (27 tonnes aad skimmed mitli nowder stocis of
159 300 tonnes at DNecember 31, 1973, vwill result in an anpreciable increase in
expenditure by the Guarantee section of FEDCSA, this is estimated at 1.5 milliard

UA in 1975 and almost 1.5 milllard UA ta 1974,
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Beef and veal

The beef axi veal sector, which represents 16% of the va'ue of {Inal nroduction of
acriculture of the enlarped Community, was still characterised up to tentember
1973 Py a state of shortage and hirh prices on the world mar.et, This necessitated
measures to facilitate Imports from third countries, up to September 1775 and
wvithin the Community, measures almed at reorientatinge the excess mill production
to the beef and veal production which is (n deficit. "“roduction underwent a definite
decline in 1972/73, which will probably be followed by an anpreclable recovery in
1973/74 so that supplies will be more halanced In the coming year than In the past

year,

x‘tm eat

The pigmeat sector which represents 13% of the value of final production of agriculture
of the enlarved Community, provides 377 of the meat produced. In 1973 production
should be only 2 to 37 more than In 1972, zivine a rate of self-sufficiency slichtly

less than 1007, However, the cycle of pigmeat production is now in the ascendant,
which would point to a definite recovery in production in months to come; production
could be 57 more than in 1973, This recovery motivated by the present very high

level of market prices should entail a fall in market prices for slaughtered pics.

SOCIO-STRUCTURAL SITUATION

The utilised agricultural area of the enlarged Community is about 84 m ha, of which

507 tilled land and 447 leys and pastures, DBetween 1959 and 1972 thie area decreased
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by 3.37 while that of woods and forests increased by § .47 to reach about 31 m ha.

A3Y of the area is farmed directly by the owner.

Between 1967 and 1970 the nunber of farms decreased by 3.97 to 5.7 mitlton wity
an averuce si~e of 17 ha. Between the hirhest average si-e, that 6f the United
Kingdom with 57 ha. and the lowest of Italy with 7.5 ha. the marcin s of the order

of lto 7.
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Farms of 8" ha, and more which represent 57 of the total occupy 397 of the
utilised arricultural area; the area of these farms {ncreased by 107 hetween

1967 and 1979,

The decline in the active acricultural population which totalied 9.8 mitiion
nersons in 1972, has accelerated since 1949. The rate of migration was 5,9%
tn 1972 acatnst 3.5% (n 1971, This trend is due to an acceleration ln the exodus

of farmers and members of farm familles assisting on the farm.

The problem of the aceing of apricultural population couid become more acute
in future hecause of marted Increase in the mart occupied In the are pyramid

by persons ared from €5 to 54 years,

The structural modernisation must often face particulariy difficult nrohlems, {f,
as in the so-calied priority acricultural rerions, a considerable surplus in the

active ayrricultural population is accompanied by a less developed ceneral economy.

These recions occuny about 357 of the AUA (utllised agricultural area) of the
Cormmurity bt they are distributed very vnevenly among the meniber states,
A reduction has becn noted here in the number of farms of 1 to 30 ha and for

some time an? in [taly in particsler, also {n the number of farms of 27 to 59 ha.

~ocial security resimes are of especial tmportance In apriculture, both from the

aoint of view of tiwe dectsions to e taken Ly those in agriculture on their professional
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future, Natlonal Ixdies cencrally particinate 1 the financing of socigl sec ity
systems but their particlpation varies percentii:ly fron: country to country.
Compared with the net value added at factor costs of this sector, financial
transfers in favour of agriculture made by way of these soclal measures are

equivalent to 25,37 in Luxembourg, 15.37 in France, 87 in Italy, 7.57 ip

Germany, 5.2 in Belefum and 9.87 in the Metherlands,
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11, ACRICULTURAL INCOIES (1)

The macro-economic analysis of acriculture in the aprregate shows for 1972 a

generally favourahle development in agricultural tncomes compared with 1971,

In fact, tn nominal terms global agricualtural income per year work unit (Y.W.U,)
of the oririnal Community increased in 1972 by a percentage of the order
of 177 or, in real terms, 1.e, in terms of buyine power, by a percentage of the

oxrder of {17,

This development {s the combined result of a number of factors such as the
considerable rise in producer prices for agricultural products (+ 12,27), the
decrease in agricultural labour (- 6,3%) (which consequently favoured structural
improvement), the increase in the volume of intermediate consumption (4,57), the
decline In the volume of flnal production (0.77) and the increase (n the price of

factors of production (5.17).,

The extent of this improvement in agricultural income, however, was very different
according to member states. In resl terms, the increase in agriculture income per
Y.W.Uor worker was considerable in Ireland (26%) (3) but very moderate in Italy

{57) and moderate in Denmark (7%), that in the other member states ranging between
10 and 15% . Any appreciation of these percentages must, of course, take into account

the fact that the absolute levels {n question differ according to member states.
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Micro-economic data ¢onfirm the trends noted above. Results of the Cormunity's
bookkeeping information network show that for the six old memkbters of the
Community the "1971" season (1971/1972) enabled the farms covered to regain

the income level which had been compromlsed by the insufficient income of the
preceding year, ‘While in "1970" the average Income on labour income fn the

6000 farms submitting accounts of a constant sample (2)amounted to some 2 000
UA/ALU, tn "1971" the same farms achieved an income tevel hizher than 2 520
UA/ALU, The development of agricultural income, however, varied more according

to the type of farm and reglon.

) See tables I/D.1 to 1I/D 3.10 of part III
(2) Sample not representative of the whole of agriculture,
3) This exceptional growth rate is due principally to the rapid development of

beef production in this country.
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DEVELOPMENT OF THE NET VALUE ADDED AT FACTOR COSTS PER AGRICUL-

TURAL LABOUR UNIT (ALU)
IN NOMINAL TERMS
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Income on labour made a considerable bound forward In plg farms (+- 2 700 UA/ALL)
and in farms orientated to general agriculture (+ 1 300 UA/ALU). Farms in the
latter category with an average area of 50 ha obtained an income on labour of more
than 5 000 UA/ALU). On the other hand, certain small-sized farms with permanent
crops {in particular olive oll producers) saw thelr level of earned income stagnate

or decline and reach very low levels,

Farms orlentated principally towards heef and veal productlen with an average area

of some 20 hectares achieved an income of about 2 500 UA/ALU in "1971" - those
orlentated towards milk benefited that year from an increase in tncome of 600 UA/

ALU for farms of 5 to 10 ha to 2 000 UA/ALU for farms of more than 50 ha. Inthe
case of farms orlentated towards beef and veal production the Increase of 600 UA/ALU
was reached only by farms of more than 50 hectares. Farms with production orientated
towards both crops and cattle (polyculture-livestock), farms,whose average size |8
slightly higher than those of the cattle farms oixained tncomes varying between

2 000 and 2 500 UA/ALU.

The information available for the year "1972" (marketing year 1972/73)
again show considerable increases in agricultural incomes, including

those in the milk and beef and veal sectors.

12. FINANCIAL ASPECTS
For 1972 public expenditure in favour of the agricultural sector is put at
8.1 milliard UA against 7.5 milliard in 1971. Sums allocated to structural

reached 2.5 milliard and those for social measures 2.4 milliard UA.

Gross expenditure from the Guarantee section of FEOGA amounted in 1972 to abou
2.33 milliard UA. Those in 1973 are estimated at 3.8 milliard UA and those
for 1974 at 3.5 milliard UA. This expenditure represents about 0.4% of the
gross national product, and 6.2 % of the final production of sgriculture of

the enlarged Communitye.
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PUBLIC EXPENDITURE FOR THE IMPLEMENTATION OF NATIONAL AND COMMUNITY
AGRICULTURAL POLICIES IN THE COMMUNITY OF SIX

in m UA (current prices)
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Three sectors share about 807, of expenditure: the dalry sector (25 to 30%

according to year), that of cereals (20 to 40 and that of fats (10 to 147).

Credits by the Guidance section of FEOGA were raised in 1973 to 325 milllon UA
of which 170 mlilton weat to flnance projects for the improvement of the structure
of agriculture. From 1964 to 1971 more than 3 miiliard UA of investments

benefited from a contribution from the Fund.

The @ommon agricultural policy, while {t penerates expenditure, is equally 2
source of budretary recelpts; In 1972 the collection of agricultural levies and
contributtons reached 800 million UA; this amount is estimated at 550 mitlion

UA in 193 and at 490 mitllon UA in 1974,

The fall in lewvies observed is due above all to the rise in the world
orices of cereals which began during the first half of 1973, but also

to monetary events and, in certain sectors, to the enlargement of the

Community.
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13. Short term outlook

On the basis of the analysis made In the present report the Commlission has tried
to estimate the globa! development of production, prices, employment and
agricultural lacome by labour unit tn 1973. Inthe absence of sufficient data,

its estimates have had, to its deepest regret, to be limited to the original
Community; the treads noted very probably reflect those of the enlarped

Community,

The tendencies already noted regarding the production of different products in
1973 (2) would {ndicate an increase in the volume of agricultural production of
about 3.5%. Taking into account the marked upward tendency recorded for the
majority of prices on agricultural markets, which can be put between ¢ and 1177
on average, the increase {n fmal production of agriculture in 1573 In relation to
1972 can be estimated of the order of 9 to 15%. On the other hand, costs of
production showed similarly sharp inclines. In fact, the increase in the prices
of means of production which has already been noted during the first six months
of the current year would indicate a rise in these prices for the whole year of
10%. 'To this must be added the increasing tendency of intermedlate consumption,
which, tn view of past developments ead for the original Communlty, could be of

the order of 57 per annum.

Regarding the development of agricultural employment it is belleved that the fall

in the number of those active in agriculture could slow down in 1973 due to the
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marked rise in agricultural incomes which began in 19%%étWhile the rate
of decrease was 6.3 % in 1972 it seems probably that/in 1973 will come
closer to the rate for the year 1971, namely 3 %.

Taking into account the fact that the rise in "rices for means of agri-
cultural production relates to only some 40% of final production, the
combined result of the trends given above should be an average increase
in gricultural income per ALU in 1973 of the same size as that noted in
1972.

(1) See table 1/13.1 of part III.

(2) For example, cereals and rice + 2.2 (SOEC estimate, sugar beet +
2 (SOEC), milk + 6.2% (Commission's estimate)

(3) For ewampic, according to table II.D/3.9 of part III; cereals
excluding rice + 10.4%, milk + 7.6%, calves + 26%, other cattle
+ 19%e.





