ROBERT GORDON
UNIVERSITY-ABERDE

-\

EN

OpenAlIR@RGU

The Open Access Institutional Repository

at Robert Gordon University

http://openair.rgu.ac.uk

Citation Detalils

Citation for the version of the work held in ‘OpenAIR@RGU’:

STEWART, R. S., 2000. The impact of the 1992 MacSharry CAP
reforms on agriculture in Grampian Region. Available from
OpenAIR@RGU. [online]. Available from: http://openair.rgu.ac.uk

Copyright

Items in ‘OpenAIR@RGU’, Robert Gordon University Open Access Institutional Repository,
are protected by copyright and intellectual property law. If you believe that any material
held in ‘OpenAIR@RGU’ infringes copyright, please contact openair-help@rgu.ac.uk with
details. The item will be removed from the repository while the claim is investigated.



http://openair.rgu.ac.uk/�
mailto:openair%1ehelp@rgu.ac.uk�

THE IMPACT OF THE 1992 MACSHARRY CAP REFORMS
ON AGRICULTURE IN GRAMPIAN REGION

RACHEL SMITH STEWART

A thesis submitted in partial fulfilment of the
requirements of
The Robert Gordon University
for the degree of Doctor of Philosophy

This research programme was carried out in collaboration with the
Economic Development and Planning Department, Aberdeenshire Council
and the Aberdeen and Kincardine National Farmers’ Union of Scotland

September 2000



Contents

List of Tables

List of Figures
Abbreviations
Acknowledgements
Abstract

Chapter 1  Introduction

1.1 Background to Research
: Central Hypothesis
1.3 Data Collection

1.3.1 Methodology
1.3.2  Period of Analysis

1.4 Outline of the Thesis

Chapter2  The Evolution of The Common Agricultural Policy

2.1 Introduction
2.2 Agriculture and the EEC

2.2.1 The Treaty of Rome
2.2.2 The Stresa Conference
2.2.3 Common Prices

2.3 An Abundance of Reforms

2.3.1 The Mansholt Plan

2.3.2 Reform Proposals in the 1980s

2.3.3 CAP Objectives: Success or Failure?
2.3.4 Further Commission Responses

2.4  The Continuing Reform Debate
2.5 The Uruguay Round GATT Negotiations, 1986-1992

2.5.1 Issues and Negotiations, 1986-1992
2.5.2 The EU-International Relationship

2.6  The MacSharry Reform Proposals

2.5.1 Market Organisations
2.5.2 Accompanying Measures

2.7  The MacSharry Reform Package

2.7.1 Market Organisation Reforms
2.72 ‘Accompanying Measures’ Reforms

2.8  After the MacSharry Reforms

2.8.1 Early Reactions to the MacSharry Reforms
2.8.2 Signs of Success

vii
X1
X111
XVl
XVii

A [ o ) S S N

17

17
18

19
21
22

23

24
26
27
30

32
34

34
38

42

44
54

56

58
61

62

62
63



Chapter 3

Chapter 4

2.8.3 Further CAP Reform?
2.8.4 Radical or Moderate Reform?
2.8.5 Summary

Agriculture in Grampian: An Overview

3.1
3.2
3.3
34
3.5

3.6

3.7

3.8

EU Subsidies to Agriculture in Scotland and Grampian,

Introduction

General Features of the Region

Literature on Grampian Agriculture

The MacSharry Reforms in Grampian

Agricultural Structure and Arable Use in Grampian

A. Agricultural Structure

3.5.1 Agricultural Area

3.5.2 Land Use

3.5.3 Land Tenure

3.5.4 Number and Size of Holdings

B. Arable Use

3.5.5 Cereals

3.5.6 Set-Aside
3.5.7 Oilseed Rape
3.5.8 Woodlands

Livestock in Grampian

3.6.1 Numbers and Type
3.6.2 Dairy

3.6.3 Beef

3.6.4 Sheep

3.6.5 Pigs

3.6.6 Poultry

Farm Labour in Grampian Region

3.7.1 Occupiers
3.7.2 Agricultural Labour
3.7.3 Summary

Summary and Conclusions

1991-95

4.1 Introduction

4.2  Rising Farm Incomes
4.3 Indirect Support

4.4 Direct Subsidies

4.4.1 Total Direct Subsidies

4.4.2 Total Direct Livestock Subsidies

4.4.3 Total Direct Arable Subsidies

4.4.4 Regional Distribution of Direct Subsidies

ii

65
66
68

80

80
81
85
88
89

89
90
93
93

95
97
99
100

102

102
104
105
107
109
110

111

111
113
118

119

134

134
135
138
139

139
140
142
143



Chapter 5

Chapter 6

4.5
4.6

Subsidy Dependence in Scotland
Conclusions

Survey of the Impact of the 1992 MacSharry CAP
Reforms on Agriculture in Grampian Region:
Methodological Description

5.1
5.2

53

Introduction
Research Methodology: Implementing the Survey

5.2.1 Quantitative Research

5.2.2 Questionnaire Wording and Design
5.2.3 Pilot Testing

5.2.4 Administering the Questionnaire

Research Methodology: Justifications

5.3.1 The Questionnaire

5.3.2 Question Wording

5.3.3 Questionnaire Design

5.3.4 Sampling

5.3.5 Implementing the Questionnaire
5.3.6 Non-Response

5.3.7 Rapport

5.3.8 Summary

Survey of the Impact of the 1992 MacSharry CAP
Reforms on Agriculture in Grampian Region:
Data Analysis

6.1

6.2

6.3

Frequencies

6.1.1 Farm Details

6.1.2 Cereals, Oilseeds and Protein Crops
6.1.3 Beef

6.1.4 Dairy

6.1.5 Sheep

6.1.6 Accompanying Measures

6.1.7 Diversification

6.1.8 Other Consequences of the Reforms
6.1.9 General

6.1.10 Summary

Cross Tabulation

6.2.1 Location and Farm Size

6.2.2 Changes to Farming Operations

6.2.3 Benefited or not from CAP Reforms?

Significance Testing

6.3.1 Hypothesised Relationships between Variables
6.3.2 Significance Testing of Relationships
between Variables

iii

144
147

153

153
154

154
155
156
157

160

160
163
164
165
167
172
173
173

177

177

177
179
180
181
182
182
183
184
184
186

187
188
196
207

218
218

222



Chapter 7

Chapter 8

6.4

Conclusion

The Possible Effects of the 1992 CAP Reforms
on the Agriculture-Related Industries in Grampian

7.1
7.2

7.3

7.4

7.5

Introduction
The Agriculture-Related Industries in Scotland
and Grampian

7.2.1 Introduction

7.2.2 Classification

7.2.3 CAP Reform and the Agriculture-Related
Industries

7.2.4 Intervening Variables

Employment in Agriculture-Related Industries
in Scotland and Grampian

7.3.1 Employment in Agriculture-Related Industries
in Scotland

7.3.2 Employment in Agriculture-Related Industries
in Grampian

Survey of Agriculture-Related Industries in
Grampian
A. The Food Processing Industries in Grampian

7.4.1 Introduction

7.4.2 Processing Meat and Meat Products
7.4.3 Processing Dairy Produce

7.4.4 Oat Milling

7.4.5 Whisky Production

B. Other Agriculture-Related Industries in Grampian

7.4.6 Production of Animal Feeds

7.4.7 Manufacture of Agricultural and Forestry
Machinery

7.4.8 Wholesaling of Agricultural Raw Materials
and Live Animals

Summary and Conclusions

Farm Diversification

8.1
8.2

8.3
8.4

Introduction
Definitions and Types of Diversification

8.2.1 Definitions of Diversification
8.2.2 Types of Diversification

The Extent of Diversification in the UK
Government Policies

8.4.1 [Initiatives in the 1980s

iv

226

232

232

233
233

236
238

239

239

241

244

245
248
253
256
258

262

265
267

272

284

284
286

286
287

289
293

293



Chapter 9

Appendix [

Appendix 11

Bibliography

8.5

8.6

8.7

8.8

8.4.2 The Farm Diversification Grant Scheme
(FDGS)
8.4.3 Reform of the CAP

Diversification in Grampian Region

8.5.1 The Farm Diversification Grant Scheme
in Grampian

8.5.2 On-Farm Diversification

8.5.3 Diversification Levels

Survey Data
8.6.1 Reasons for Diversifying
Variables Affecting Diversification

8.7.1 Land Type

8.7.2 Farm Type

8.7.3 Farm Size

8.7.4 Age of Respondent

Summary and Conclusions

Conclusions and Implications

9.1
9.2

9.3
94

Introduction
Conclusions about Hypotheses

9.2.1 Hypothesis 1(a)
9.2.2 Hypothesis 1(b)
9.2.3 Hypothesis 2

Implications of the Research
Further Research

9.4.1 Need for Similar Studies
9.4.2 Need for revised CAP Objectives

Survey on the Impact of EU Agricultural Policy on
Agriculture in Grampian Region: Questionnaire

Survey on Agriculture-Related Indusiries in Grampian:

Companies Contacted
Appendix III  Milk Marketing Boards

294
296

297

298
299
301

302
303
305

306
306
307
308

309

319

319
321

322
324
326

327
329

329
331

337

343
344

345



2.1
2.2
3.1
3.2
3.3
3.4

3.5
3.6
3.7
3.8
3.9
3.10
3.11
3.12

3.13
3.14
3.15
3.16
3.17

3.18
3.19
3.20
3.21
3.22

3.23
3.24
3.25
3.26
3.27
3.28
3.29
3.30
3.31
3.32
3.33
3.34
3.35
3.36
3.37
3.38
3.39
3.40
3.41
3.42

List of Tables

Production of crops in the EC in 1990/91

Uses of cereals, oilseeds and protein crops

Land area of Grampian districts, 1991

Population of Grampian Region, 1991

Numbers employed in non-oil sectors in Grampian, 1992
Key changes affecting Grampian agriculture under the 1992 CAP
reforms

Total agricultural area in Grampian and Scotland, 1991-95
Land use in Grampian Region, 1991-95

Land use in Grampian Region as a percentage of total area
Land use in Grampian as a percentage of Scotland, 1991-95
Land tenure in Grampian and Scotland, 1991-95

Percentage land tenure in Grampian and Scotland, 1991-95
Number of holdings in Grampian and Scotland, 1991-95
Change in the number of holdings in Grampian and Scotland,
1991-95

Size of holdings in Grampian and Scotland, 1994

Change in size of holdings in Grampian and Scotland, 1991-94
Cereals area sown in Grampian and Scotland, 1995

Total cereals area sown in Grampian and Scotland, 1991-95
Change in total cereals area sown in Grampian and Scotland,
1991-95

Maximum potential set-aside area in the UK and EC-12
Set-aside in Grampian and Scotland, 1992-95

Change in set-aside in Grampian and Scotland, 1992-95
Oilseed rape production in Grampian and Scotland, 1991-95
Change in oilseed rape production in Grampian and Scotland,
1991-95

Woodlands area in Grampian and Scotland, 1991-95

Change in woodlands area in Grampian and Scotland, 1991-95
Livestock numbers in Grampian, 1991-95

Grampian livestock as a percentage of Scotland, 1991-95
Dairy herd in Grampian and Scotland, 1991-95

Change in dairy herd in Grampian and Scotland, 1991-95
Beef breeding herd in Grampian and Scotland, 1991-95
Change in beef breeding herd in Grampian and Scotland, 1991-95
Feeding cattle in Grampian and Scotland, 1991-95

Change in feeding cattle in Grampian and Scotland, 1991-95
Ewes for breeding in Grampian and Scotland, 1991-95
Lambs in Grampian and Scotland, 1991-95

Change in sheep in Grampian and Scotland, 1991-95

Pig population in Grampian and Scotland, 1991-95

Change in pig population in Grampian and Scotland, 1991-95
Poultry in Grampian and Scotland, 1991-95

Change in poultry in Grampian and Scotland, 1991-95
Occupiers in Grampian, 1991-95

Percentage of occupier type in Grampian, 1991-95

Change in occupiers in Grampian and Scotland, 1991-95

Vi

44
44
83
83
83

89
90
90
91
91
93
93
93

94
94
95
96
96

96
98
99
99
100

100
101
102
103
104
105
105
106
106
107
107
108
109
109
110
110
110
111
112
112
112



3.43
3.44
3.45
3.46

3.47
4.1
4.2

4.3
4.4

4.5
4.6

4.7
4.8
4.9
5.1
5.2
53
54
5.5
5.6
5.7
6.1

6.2
6.3

6.4
6.5
6.6
6.7
6.8
7.1
7.2
7.3
7.4

7.5

Labour in Grampian and Scotland, 1991-95

Change in labour for Grampian, 1991-95

Change in labour for Scotland, 1991-95

Grampian’s agricultural and livestock structure as a percentage

of Scotland, 1995

Types of set-aside under the Main Scheme

Total direct subsidies to agriculture in Scotland, 1991-95

Total direct subsidies as a percentage of output in Scotland,
1991-95

Total direct livestock subsidies to Scotland, 1991-95

Total direct livestock subsidies as a percentage of livestock output
in Scotland, 1991-95

Total direct arable subsidies to Scotland, 1991-95

Total direct arable subsidies as a percentage of arable output in
Scotland, 1991-95

Net Farm Income and total subsidies for Grampian farms, 1991/92-
1995/96

Percentage change in Net Farm Income and total subsidies for
Grampian farms, 1991/92-1995/96

Retail Price Index for 1991, 1993 and 1995

Questionnaire data collection timetable

Farm occupiers in Grampian and Scotland, 1994

Farm occupier type in Grampian as a percentage of the Scottish total
Weekly sales held at Aberdeen & Northern Marts (Grampian only)
Special sales held at Aberdeen & Northern Marts (Grampian only),
July-December 1994

Special sales held at Aberdeen & Northern Marts (Grampian only),
January-June 1995

Value of sales of livestock sold at Aberdeen & Northern Marts,
January-December 1994

Respondents reasons for diversifying from traditional farm-based
activities

Changes in agricultural labour on respondents’ farms since 1992
Income changes for COPs and livestock sectors in relation to
location and farm size

Changes required to respondents’ farming operations as a result of
CAP reform

Respondents who did or did not benefit from CAP Reform
Significance testing types

Significance testing of relationships between variables

Location and farm size of respondents

Key changes under the 1992 CAP reforms and the likely impact,
positive (+) or negative (-), on agriculture-related industries in
Grampian

Intervening variables affecting agriculture-related industries in
Grampian

Employment changes in agriculture-related industries in Scotland,
1991-95

Percentage change in employment in agriculture-related industries
in Grampian, 1991-95

Employment changes in agriculture-related industries in Grampian,
1991-95

vil

114
115
115
119
124
139

140
141

141
142

143
146
146
150
158
166
166
169
169
170
171

183
184

195
206
217
222
225
230
237
238
240
242

242



7.6 Employment in agriculture-related industries in Grampian as a
percentage of Scotland, 1991-95

1.7 Top exporting industries in Grampian, 1995

7.8 Surveyed red meat processing companies in Grampian

7.9 Changes in output for red meat companies in Grampian, 1990-95

7.10  Changes in numbers employed in red meat companies in Grampian,
1990-95

7.11  Surveyed abattoirs in Grampian

7.12  Percentage change in output for abattoirs in Grampian, 1990-95

7.13  Utilisation of wholesale milk in Scotland, 1990-94

7.14  Utilisation of wholesale milk in Aberdeen and District MMB area,
1990-94

7.15  Percentage change in output and employment for Mackie’s Limited,
1990-95

7.16  Oats area sown in Grampian, 1991-95

7.17  Change in oats area sown in Grampian, 1991-95

7.18  Scotch whisky and barley production, 1991-95

7.19  Whisky production in Scotland and Grampian, 1995

7.20  Whisky export value for Scotland and Grampian, 1994-95

7.21  Whisky employment in Scotland by region, 1994

7.22  Surveyed animal feeds companies in Grampian

7.23  Production levels for Harbro Farm Sales Ltd, 1993-95

7.24  Feed type as a percentage of total feed produced for Harbro Farm
Sales Ltd, 1993-95

7.25 UK production of wheeled tractors, 1990-95

7.26  Agricultural machinery sales by UK manufacturers, 1990-95

7.27 Change in output and employment for Grays of Fetterangus
(1972) Ltd, 1991-95

7.28 Surveyed wholesalers of agricultural raw materials and live
animals in Grampian

7.29  Percentage change in output for wholesalers of agricultural
raw materials and live animals, 1990-95

7.30  Change in livestock sold for Aberdeen & Northern Marts, 1990-95

7.31 Percentage change in employment for wholesalers of agricultural
raw materials and live animals, 1990-95

7.32  Percentage change in output of surveyed companies, 1991-95

7.33  The Grampian Country Food Group in Grampian

8.1 On-farm diversification opportunities

8.2  Off-farm income and hours worked by farmer and spouse in
Scotland for all farm types, 1992/93-1995/96

8.3 Off-farm income of farmer and spouse in Scotland for all farm
types, by income band, 1992/93-1995/96

8.4  FDGS: Approved Non-Capital Applications by Enterprise

8.5 FDGS: Approved Capital Applications by Enterprise

8.6  Diversification possibilities in Grampian

8.7  Off-farm pluriactivity in Grampian and Scotland

8.8  Households with non-farming activities

8.9  Alternative enterprises in Grampian

8.10 Reasons for diversifying in Grampian

8.11 Reasons for diversifying ranked in order of priority

viil

243
247
250
250

250
252
252
254

255

256
257
257
259
261
261
262
263
264

264
266
266

266

268

268
270

271
273
278
288

291

291
300
300
301
302
302
303
304
305



@

Al Companies contacted for survey on Grampian agriculture- 343
related industries

154



3.1
3.2
3.3

3.4
3.5
3.6
3.7
4.1
5.1
6.1
6.2
6.3
6.4
6.5
6.6
6.7
6.8
6.9
6.10
6.11
6.12
6.13
6.14

6.15
6.16
6.17
6.18
6.19
6.20
6.21
6.22
6.23
6.24
6.25
6.26
6.27

6.28
6.29

List of Figures

Location of Grampian and the other Scottish Regions

The districts in Grampian Region

Grampian’s agricultural structure as a percentage of Scotland,
1995

Grampian livestock as a percentage of Scotland, 1995

Labour type in Grampian, 1995

Changes in agricultural labour in Grampian, 1992-95
Changes in full-time and part-time labour in Grampian, 1991-95
Net Farm Income for Grampian farms, 1991/92 to 1995/96
Location of Aberdeen & Northern Marts in Grampian
Respondents use of agricultural land

Livestock reared by respondents

Income changes for respondents with COPs

Income changes for respondents with beef cattle

Income changes for respondents with dairy cattle

Income changes for respondents with sheep

Changes to respondents’ farming operations

CAP reform and a more stable environment

Respondents’ levels of awareness of developments in the CAP
Respondents’ benefiting from the CAP reforms

Respondents’ income changes for crops and livestock
Location of respondents with income changes for COPs
Farm Size of respondents with income changes in COPs
Location of respondents with income changes for beef
production

Farm size of respondents with income changes for beef
production

Location of respondents with income changes for dairy
production

Farm size of respondents with income changes for dairy
production

Location of respondents with income changes for sheep
production

Farm size of respondents with income changes for sheep
production

Changes in respondents’ flock size since 1991

Location of respondents with changes in flock size

Farm size of respondents with changes in flock size
Respondents’ changes to farming operations in relation to
location

Respondents’ changes to farming operations in relation to
farm size

Respondents’ changes required for livestock sectors
Respondents with set-aside

Respondents without set-aside

Respondents’ required changes in relation to amount of set-aside
Changes to farming operations in relation to income changes for

producers of COPS

81
82

92
103
115
116
118
146
168
178
179
180
181
181
182
185
185
186
186
187
188
189

190
190
191
192
192
193
194
194
195
197
198
198
199
199
200

200



6.30  Changes to farming operations in relation to income changes for

beef producers 201
6.31  Changes to farming operations in relation to income changes for

dairy producers 202
6.32  Changes to farming operations in relation to income changes for

sheep farmers 202
6.33  Respondents involved in EPTs 203
6.34  Respondents not involved in EPTs 203
6.35 Respondents who considered afforestation 204
6.36 Respondents who did not consider afforestation 204
6.37 Respondents who considered diversification 204
6.38 Respondents who did not consider diversification 204
6.39  Respondents who reduced machinery 205
6.40 Respondents who did not reduce machinery 205
6.41 Respondents who benefited or not in relation to location 208
6.42  Respondents who benefited or not in relation to farm size 208
6.43 Respondents who benefited or not for livestock sectors 209
6.44 Respondents with set-aside benefiting or not 209
6.45 Respondents without set-aside benefiting or not 209
6.46  Respondents benefiting or not in relation to amount set-aside 210
6.47 Benefited or not in relation to income changes for producers

of COPs 211
6.48 Benefited or not in relation to income changes for beef

producers 211
6.49  Benefited or not in relation to income changes for dairy

producers 212
6.50 Benefited or not in relation to income changes for sheep

producers 213
6.51 Respondents involved in EPTs, benefiting or not 213
6.52 Respondents not involved in EPTs, benefiting or not 213
6.53 Respondents who considered afforestation, benefiting or not 214
6.54 Respondents who did not consider afforestation, benefiting or not 214
6.55 Respondents who considered diversification, benefiting or not 214
6.56 Respondents who did not consider diversification, benefiting or not 214
6.57 Respondents who reduced machinery, benefiting or not 215
6.58 Respondents who did not reduce machinery, benefiting or not 215
6.59 Respondents benefiting or not in relation to changes to farming

operations 216
7.1  Activity constraints in the agriculture and food complex 234

7.2  Relationship between whisky production and acreage of barley
sown in Scotland and Grampian, 1991-95 260

Xi



The entity concerned is cited by its full title at its first occurrence in a Chapter, with
the abbreviation following immediately in brackets, e.g. Common Agricultural Policy

(CAP).

AAPS
AEA
BEUC
BSE
BSP
CAP
CEC
CECG
CEECs
CID
CMO
COPs
COPA
DAFS
DG
DIY
EURATOM
EAGGF
EC
ECE
ECSC
ECU
EEA
EEB
EEC
EFTA
EP
EPT
ERP
ESA
EU
FAO

Abbreviations

billion

hectare

kilogram

million

not available

per annum

per week

nil or not applicable

Arable Area Payment Scheme

Agricultural Engineers Association

European Bureau of Consumers’ Associations
Bovine Spongiform Encephalopathy

Beef Special Premium

Common Agricultural Policy

Commission of the European Communities
Consumers in the European Community Group
Central and Eastern European Countries
Creutzfeldt-Jakob Disease

Common Market Organisation

Cereals, Oilseeds and Protein Crops

Comité des Organisations Professionnelles Agricoles
Department of Agriculture and Fisheries for Scotland
Directorate General

Do-It-Yourself

European Atomic Energy Community
European Agricultural Guarantee and Guidance Fund
European Community(ies)

Economic Commission for Europe

European Coal and Steel Community
European Currency Unit

European Environment Agency

European Environmental Bureau

European Economic Community

European Free Trade Association

European Parliament

Environmental Production Technique(s)
European Recovery Programme
Environmentally Sensitive Area(s)

European Union

Food and Agriculture Organisation

Xii



LFA
MAFF
MCA
MEP
MGQ
MLC
MMB
NAFTA
NCC
NEF
NFI
NFU
NVCJD
OEEC
OECD
PSE
RPI
SAC
SAPS
SCDI
SEA

SOAEFD

SOAFD
SVP
TAC
UA

UK
URAA
US
USA
WGS

Federal Agricultural and Improvement Reform
Farm Animal Welfare Council

Farm Diversification Grant Scheme

Fonds Europeen d'Orientation et de Garantie Agricole
Farm Woodland Premium Scheme

Farm Woodland Scheme

General Agreement on Tariffs and Trade

Gross Domestic Product

Grampian Regional Council

Gross Value Added

Highlands and Islands Enterprise

Hill Livestock Compensatory Allowance

High Value

Integrated Administration and Control System
Joint Agriculture Environment Programme

Less Favoured Area

Ministry of Agriculture, Fisheries and Food
Monetary Compensatory Amounts

Member of the European Parliament

Maximum Guaranteed Quantity

Meat and Livestock Commission

Milk Marketing Board

North American Free Trade Agreement

National Consumer Council

North Eastern Farmers Ltd.

Net Farm Income

National Farmers Union

New Variant Creutzfeldt-Jakob Disease
Organisation for European Economic Co-operation
Organisation for Economic Cooperation and Development
Producer Subsidy Equivalents

Retail Prices Index

Scottish Agricultural College

Sheep Annual Premium Scheme

Scottish Council Development Industry

Single European Act

Scottish Office Agriculture, Environment and Fisheries Department
Scottish Office Agriculture and Fisheries Department
Sheep Variable Premium

Thainstone Agricultural Center

Unit of Account

United Kingdom

Uruguay Round Agriculture Agreement

United States

United States of America

Woodland Grant Scheme

Xiil



EU and non-EU

In November 1993 the European Community (EC) became the European Union
(EU). Because this research has examined developments concerning events which
occurred before and after the name change took place, the term EC is used when
referring to events which took place before the Maastricht treaty came into force and
the new title, EU, is used where appropriate. Furthermore, the EU is the EC when
entering into international agreements and hence the term EC is used when

discussing GATT. Please note that it is difficult to be entirely consistent with the
correct term.

Xiv



Acknowledgements

I would like to thank my Director of Studies, Professor Roger Levy, for his
supervision of this thesis and for his support and helpful comments throughout the
duration of the research. Thanks are also due to Professor Justin Greenwood for his
assistance over the years. I am also grateful to Dr Andrew Copus of the Scottish
Agricultural College (SAC) who periodically gave of his time, often supplying
invaluable unpublished data. Likewise, thanks are due to Jamie Bell, Aberdeenshire
Council, and his predecessor, Conor Paterson, and also to the staff of the Aberdeen
and Kincardine National Farmers’ Union, in particular Sheena Hunter, for all their
help and guidance.

Thanks are, of course, due to the large numbers of farmers and business
people in Grampian who willingly gave their time and made the data collection for
the two surveys possible. Many others who helped in various ways must also be
thanked. These include staff from the libraries of the Robert Gordon University and
of Aberdeen University, in particular the MacRobert (Agricultural) Library; a
variety of persons in the SOAEFD, as it was known till recently, who were always
ready to answer a query and promptly send any required information; and various
staff from Scottish Enterprise, Grampian Enterprise, and the SAC.

Finally, I dedicate this thesis to my beloved family. To my husband Ken, to
whom I am indebted for his patience and encouragement over the years, and to my
two little ones, Coinneach and Sarah, who have often been a welcome distraction

from the study.

XV



Abstract

This thesis is an examination of the impact of the 1992 MacSharry Common
Agricultural Policy (CAP) reforms on one region of the European Union (EU),
namely Grampian Region in Scotland. The period of analysis is 1991-95, covering
the year prior to reform up to the final year of the transitional period.

The MacSharry reforms were deemed the most radical of all CAP reforms in
its 30-year history. Named after Ray MacSharry, then Agricultural Commissioner,
these reforms went further than any previously proposed. The reforms occurred as
a result of years of internal domestic problems associated with high budgetary costs
and surplus products together with international pressures resulting from the
Uruguay Round General Agreement on Tariffs and Trade (GATT) negotiations.
The reforms were innovative in that they shifted farm support away from high
guaranteed prices for farm produce towards direct income payments to farmers.

This thesis examines the MacSharry reforms in depth and attempts to
determine their impact upon both Grampian agriculture and agriculture-related
industries as any changes to agriculture affect upstream and downstream sectors. In
addition the thesis examines agricultural industry change in the region as farmers
are found to be increasingly moving towards diversification and alternative farming
methods in an attempt to generate additional farm income. In determining the
impact of the reforms, the thesis thereby ascertains whether the implementation of
the reforms was successful or not in the region. Analysis of this impact is made
through the use of both primary and secondary data collection methods. The
conclusion drawn from this methodology is that the reforms were successful
regarding agriculture per se. As MacSharry had intended, production in arable and
livestock sectors were reduced, farmers’ incomes increased and those benefiting
most appeared to be the smaller producers. However, contrary to predictions, the
research on agriculture-related industries in the region suggested that the reforms
had not adversely affected local businesses. Furthermore, the examination of farm
diversification indicated that although diversification in the region was becoming
increasingly popular this did not appear to be as a result of CAP reform.

Although there is an overall lack of literature on whether the MacSharry
reforms were successful or not when implemented in the EU, this example of one
Scottish region illustrates how the reforms worked out in practice, demonstrating

varying degrees of success across different sectors.
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Chapter 1

Introduction

1.1 Background to the Research

The agricultural policy of the European Union (EU) is the Common Agricultural
Policy (CAP). The CAP was the first common policy of the EU, coming into
existence in 1958 when a set of objectives for agricultural policy were produced
following the Stresa Conference, although it was 1962 before policy objectives and
the market organisation regulations were finally agreed’. Grant (1997, p. 1) sees the
CAP as one of the “cornerstones” of the EU since it became a common market.
However, even from the time of its inception the CAP had its problems and the next
two decades saw numerous reform proposals®. Indeed Tangermann (1998, p. 12)
argues that: “[t]he long and multifarious history of the CAP could easily be written
up as a history of attempts at reforming this policy — mostly failed attempts, one
should say”. Daugbjerg (1999), although admitting to slightly overstating the
argument, argues that “... EC agricultural politics has been characterized by
continuous crisis management” (p. 408).

The main problems facing EC policy-makers were low farm incomes (as a
result of too many producers), commodity surpluses (such as the infamous butter
mountains and wine lakes) and increasing budgetary costs under the CAP
(accounting for almost half of the EU’s budget). The CAP was an expensive policy
that did not meet its objectives. Although reforms in 1984 and 1988 (which
introduced milk quotas and budgetary ‘stabilisers’) attempted to rectify these
problems, such policy changes “cured symptoms rather than causes” (Tangermann,
1998, p. 12). It was the early 1990s before it finally appeared that true reform
might be possible. Following a Reflections paper in February 1991 which
highlighted the CAP problems (CEC, 1991a), the most radical reform package ever
was proposed in July 1991 (CEC, 1991b) by Ray MacSharry, the Irish Agricultural
Commissioner. Despite much opposition to the reforms, the Agriculture Council
finally agreed to a modified package in May 1992, which became known as the
“‘MacSharry reform’. The most radical reform of the CAP in all its history had



occurred embracing two main elements: substantial cuts in nominal support prices
and direct aid linked to participation in less intensive production techniques.
Although much has been written on the subject of the MacSharry reforms,
very little research has been conducted into the impact of these reforms on the
different EU regions. This analysis examines these reforms and, undertaking a
detailed study of one EU region, attempts to determine what impact such reforms

had on agriculture and its related industries in that region.

1.2 Central Hypothesis

The general aim of this study is to assess and explain the impact of the 1992 reform
package of the Common Agricultural Policy (CAP) in Grampian Region by means
of empirical study of this impact. Essentially, the thesis argues that the MacSharry
reforms were successful in Grampian Region with an overall positive impact upon
agriculture and its related industries, concluding that further research is required,

centring on a few, key research areas to open up research to new paradigms.

More specifically, the research hypothesis is that:

The aims of the 1992 MacSharry CAP reforms were to reduce rising
budgetary costs and surplus production and to encourage more extensive
farming methods, in turn protecting the environment and reducing
surpluses. Whilst continuing to safeguard the basic CAP principles, two
main policy instruments would be embraced: lower intervention prices and
direct subsidy payments to farmers. In the case of Grampian it is
hypothesised that between 1992-95, the overall effect on agriculture and on
the industries indirectly related to agriculture was a positive one. The
secondary hypothesis is that the consequences of change wrought by
MacSharry on the existing pattern of agriculture was an acceleration of
industry change as farmers increasingly engaged in diversification and a
variety of alternative farming methods.

In order to test this hypothesis, use was made of both primary data and published
and unpublished secondary data.  The research focuses on whether the
implementation of the MacSharry reforms was successful or not in Grampian
Region, thus presenting one piece of evidence for the overall debate on whether the
reforms when implemented, actually worked in practice.

At the time of commencement of this study, and indeed throughout its
duration, it was found that there existed an overall lack of literature on the impact of

the reforms throughout the EU as a whole. Although, as demonstrated in Chapter
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2°, much has been written on the history CAP and more recently on the MacSharry
reforms, the literature focuses mainly on issues such as the agricultural policy-
making process, agricultural interest group interaction or EU-international
relationships. For example, various theoretical models have been developed to
explain agricultural decision-making such as public choice theory and policy
networks and a large body of literature exists on these various approaches. For
instance, Kay (1998) and Nedergaard (1994) employ the public choice paradigm to
help understand the MacSharry reforms whereas other analysts prefer to use of
policy network analysis, such as Daugbjerg (1999, 1998, 1997), Coleman and
Tangermann (1999), Skogstad, (1998), Collins (1995) and Epstein (1997).
Similarly, much has been written on the influence of agricultural interest groups as
this lobby has enjoyed a central role in the agricultural decision-making process for
a long time (Grant, 1990, p. 14). See for example, Daugberg (1998), Keeler (1996),
Rieger (1996), Estrada (1995), Neville-Rolfe (1984) and Buksti (1983). The
importance of the Uruguay Round GATT negotiations to CAP reform opened up
the debate on the EU-international relationship and again, much literature exists on
this subject. This issue is discussed briefly in Chapter 2 (Section 2.5).

There is therefore a wealth of literature on the above issues but a definite
lack of literature on the implementation and subsequent impact of the MacSharry
reforms in the EU. Where literature on implementation is available, it tends to
focus on specific key areas. For example, many analysts examine the
environmental impact of the reforms across member states® such as Winter (2000),
Delgado and Miranda (1999), Ward and Falconer (1999), Brouwer and Berkum
(1998), Asciuto et al. (1998), Whitby (1996), Williams (1994) and Valladares
(1993).

The essential importance of agriculture to Grampian region and the
subsequent importance of Grampian agriculture to Scotland are demonstrated
throughout Chapter 3. Nevertheless, a review of the literature on the impact of the
reforms at a Scottish and, in particular, at a regional level suggests a relative neglect
of the subject by previous researchers. This thesis therefore demonstrates a gap in
the scholarship on the MacSharry reforms and consequently attempts to fill such a
gap in the literature. This thesis does not focus on the agricultural policy-making
process or interest group interaction but rather focuses on implementation of the
reforms and how they have worked out in practice in Grampian Region. It tests out

the effects of the MacSharry reforms in Grampian and establishes whether the
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intended effects of the reformed policy actually occurred on the ground. Evidence
is provided on how the change of policy led to changes in, for example, agricultural
production and farm incomes. Therefore, on the evidence presented, an attempt is
made to evaluate whether the implementation of the 1992 CAP reforms can be
judged a success in Grampian. The research then goes a step further by examining
the possible impact of the reforms on the regions agriculture-related industries,
which are so closely linked to agriculture. Furthermore, in light of the above
findings on reform and agricultural changes, an examination takes place of the
extent to which CAP reform may have led farmers to diversify from traditional
farming methods and consider alternative methods in order to generate additional
income.

However, it must be noted that the research findings are affected by
important unexpected impacts of other non-policy impacts, such as the devaluation
of sterling, or changing consumer trends post-1992. Not all findings can therefore
be attributed to the MacSharry reforms and conclusions throughout take note of

such intervening factors.

1.3 Data Collection

1.3.1 Methodology
Because so little literature exists on the impact of the MacSharry reforms in the
different EU member states, it is not surprising to find that little has been written on
the effects in Scotland, and that even less evidence exists for Grampian. Since the
time of commencement of this study a small number of contributions have been
made to broad analysis at a regional level. Such work does not however, analyse
the different sectors in depth. Thus, detailed study has not been made of the impact
of the MacSharry reforms on agriculture and its related industries in Grampian.
Data that is available at a Scottish level has tended to be mainly the research of
agricultural economists. Indeed Kay (1998) and Grant (1997) both note that much
of the writings on the CAP itself have been by agricultural economists and
consequently, much of the secondary data referred to throughout this research is
therefore work conducted by such writers.

The primary data collected for the main survey of Grampian farmers has

used a methodology that has not been frequently employed to such a sample in the
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region. On the advice of officials from key organisations with close links to the
farming community, and who had first hand experience of poor response rates from
other primary data collection methods, it was deemed appropriate to survey farmers
in the region using a questionnaire conducted through face-to-face interviews. A
postal questionnaire was highly likely to lead to Very poor response rates as farmers
are known to receive much ‘junk mail’ which, more often than not, is never opened.
Similarly, a telephone survey was expected to result in a poor response rate. This
methodology is explained in Chapter 5, with Section 5.3.1 presenting the
justifications for using such a method. For example, implementing the
questionnaire through face-to-face interviews guaranteed a high response rate,
located the correct sample and ensured that all questionnaires were accurately
completed.

When the research went further to explore changes to the agriculture-related
industries and to examine levels of farm diversification in the region, it was found
that secondary data was practically non-existent. In some cases data was found but
could not be presented because of its sensitive nature and for reasons of commercial
confidentiality’. Indeed, such low levels of published or unpublished material of
any kind were found to exist on the subject of agriculture-related industries in
Grampian that an additional survey had to be conducted on local companies in order
to collect some form of data (Chapter 7). This survey was carried out by means of
telephone contact, as opposed to mail or face-to-face contact. This was deemed to
be the best data-collection tool because of its speed of data collection, its means of
reaching all respondents and also its cost efficiency. In addition, practical concerns
had to be addressed, for example, the geographical spread of respondents (see
Glastonbury and MacKean, 1991). Indeed, Frey and Oishi (1995) favour the use of
telephone surveys for their generally high response rates as busy schedules mean
that response can be hard to get in today’s society. Information was therefore
collected on sales turnover and employment figures to enable an assessment and
explanation of changes that had occurred in the agriculture-related industries over
the period 1991-95.

As with the related industries, very little secondary data was found on farm
diversification in Grampian, and no evidence appeared to exist post-1992. In order
to determine the impact of CAP reform on farm diversification in the region,

analysis was dependent upon the primary data collected in the main survey of local



farmers, a section of which had covered the extent and range of on-farm

diversification projects and also established the main reasons for diversifying.

1.3.2 Period of Analysis

This section explains the rationale for ending the research analysis circa 1995. The
period of analysis chosen for this topic covers the years 1991 to 1995, 1991 being
chosen as the start of the analysis as this was the year prior to the MacSharry
reforms being produced. In order to allow farmers an adaptation period, the
MacSharry reforms were to be implemented gradually over the three marketing
years 1993/94, 1994/95 and 1995/96. This study commenced in September 1993,
the primary data collection was begun in October 1994 and completed in July
1995°. It was clear from the start that a cut-off point would be necessary as CAP
regime changes were likely to continue over the duration of the research and to
account for all developments would not be practical. The first reason for ending the
analysis in 1995, the final year of the transitional period, was that as this last step of
implementing the MacSharry reform was made, the next round of CAP reform was
appearing.  The Agricultural Strategy Paper (CEC, 1995) introduced by
Commissioner Fischler, had as its main concern, the EU and Eastern enlargement
and the agricultural implications for the CAP’. Of course other issues critically
important to the future shape of the CAP were also examined in this Paper (three
options for the future direction of the CAP were outlined) but these shall not be
examined here®. Therefore, it was highlighted that further adjustment of the CAP
was required. It was therefore deemed appropriate to stop the research at this point,
thus covering the MacSharry reforms before the next round of CAP reform began.
However, the decision to end the research period circa 1995 was predominantly
influenced by events that unfolded in the latter part of the year. BSE (Bovine
Spongiform Encephalopathy) which was discovered in 1986 (and better known as
‘Mad Cow Disease’), came to everyone’s attention late in 1995 when it was linked
to Creutzfeldt-Jakob disease (CID) and further linked some months later to New
Variant CJD (NVCIDY. EU beef consumption collapsed by around 10% across the
EU and by up to 30% in some member states (Ingersent et al., 1998). As UK
farmers faced the prospect of a policy banning beef exports and saw a serious
domestic decline in consumer demand for beef (Tilston et al., 1993), regime

changes became necessary. The beef sector thus saw the introduction of special
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measures which reversed previous reforms (and added to budgetary costs). In
November 1996 intervention limits were increased, a calf slaughtering scheme was
introduced, and emergency aid payments were presented to producers to
compensate for the negative income effects of BSE. In Grampian, the beef industry
was hard hit by the BSE crisis. As the region accounted for 24% of Scotland’s beef
cattle in 1995, farmers were clearly affected by the crisis. Consequently, the meat
processing industry was also critically affected. In March 1996 the sudden closure
of three cattle marts in the region was announced (Forsyth, 1996). These marts —
Cornhill, Maud and Laurencekirk - were part of the ANM Group and had been
included in the data collection for this research'® (see Chapter 5). That same week
54% of the workforce at Scotch Premier Meat (a division of the ANM Group, based
at Inverurie) were laid off, with most of the remainder going in the days that
followed. This business had been included in the survey of agriculture-related
industries in the region (Chapter 7). It was clear that the hard-hitting BSE crisis
was to detrimentally affect both farmers and the agriculture-related industries. It
was therefore obvious that any data collected after the crisis had erupted would
distort the data collected previously. As it is, some of the secondary data collected
for 1995 was slightly affected by BSE and this is accounted for where applicable.
The decision to end the analysis c¢. 1995 was therefore influenced by two factors:
the start of the next round of CAP reform in November 1995, and, in particular, the

BSE crisis which hit the headlines around the same time.

1.4 Outline of the Thesis

Chapter 2 examines the historical development of the CAP between 1958-1995
through use of published secondary data. The chapter reviews the various stages
from the postwar period which led to the creation of the CAP, in particular the
Treaty of Rome (which set out the five objectives of the CAP) and the Stresa
Conference. Such a review is however brief in comparison to the remainder of the
chapter which goes on to examine the various reform proposals put forward by
successive European Commissions since 1968. The first of these was the Mansholt
Plan in 1968 which proposed major structural reform of agricultural production
(CEC, 1968). This was a controversial plan that received widespread condemnation

and opposition from all corners of the EC. Such opposition finally led to the
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rejection of the Plan by the Council of Ministers although as part of a compromise
reform plan, three socio-structural directives were adopted in 1972.

Throughout the 1970s, the Commission continued to produce periodic
reviews of the CAP. This continued into the 1980s when criticisms were focused
on the high budgetary cost of the CAP, the unfair distribution of subsidies where
larger, more efficient farmers benefited, and over production which led to food
surpluses and environmental damage. Policy changes in the 1980s were directed at
such criticisms and each year saw another Commission publication on the subject.
Two important steps taken in the 1980s were the milk quota reforms in 1984 and
the establishment of the budget stabiliser regime in 1988. Such reforms did
introduce wide-reaching changes, but were still far from adequate and by the early
1990s there was increasing pressure for reform, both internal and external to the
EU. Internal reasons remained the same as in previous years: low farm incomes,
high budgetary cost of the CAP, growing agricultural surpluses, high costs to
consumers and environmental concern over farming methods. The main external
reason for reform was the Uruguay Round of the General Agreement on Tariffs and
Trade (GATT) which had commenced in 1986 but was facing severe problems as a
result of the CAP. Kay (1998) notes that the Uruguay Round had been part of the
agenda of EU policy-makers since 1986: “... it is an obvious thesis that the
Uruguay Round at different times was a causal factor in the MacSharry reform

process” (p. 58). Similarly Grant (1997) argues that:

The GATT negotiations provided the impetus for the MacSharry reforms
because the consequences of a complete breakdown in the economic
relationship with the United States was too serious to contemplate (p. 196).

The importance of GATT to CAP reform is further illustrated by a brief discussion
on the EU-international relationship. Although some argue that the reforms were
driven by internal factors, it is shown that international pressure did play a large
part in hastening reform. Here, the concept of three-level games is utilised in order
to explain the EU/GATT negotiations.

The chapter then continues with an examination of the MacSharry
proposals. The proposals were published in 1991 and examined the market
organisations (cereals, oilseeds, protein crops, tobacco, milk, beef and sheepmeat)
and accompanying measures which covered agricultural-environmental, forestry
and early retirement programmes. The reactions to these proposals were similar to

those of the Mansholt Plan 20 years earlier and it was the following year (May



1992) before the Agriculture Council agreed the reforms — after considerable
amendments had been made. The chapter thus examines the MacSharry proposals
for each of the market organisations (except tobacco) and the accompanying
measures, and the actual reforms as agreed in May 1992. Discussion then turns to
reactions to the reforms before briefly examining the early success of the reforms
which quickly became evident as production fell and farmer’s incomes began to
rise. However, despite such success, there has been debate on use of the term
radical to describe the reforms. Arguments are therefore presented which illustrate
that the reforms were really moderate as opposed to radical or fundamental

Having established what the new CAP regime entailed, Chapter 3 goes on to
give an overview of the agricultural situation in Grampian Region during the period
1991-95. Following a brief description of the region the chapter reviews literature
on the impact of the MacSharry reforms in Scotland, but more specifically in
Grampian. It was found that while some studies highlight the broad effects of the
reform at a Scottish level, very few studies assess the impact at a regional level, and
even fewer examine Grampian specifically. A similar picture emerges for the
research carried out in Chapters 7 and 8 on agriculture-related industries and farm
diversification. There is a lack of official statistics on these subjects and any
research that has been conducted is not available in the public domain due to the
confidential nature of the data. This review therefore highlights the fact that this
topic is largely unresearched and unassessed at a regional level. The chapter then
continues by examining the changes in Grampian agriculture prior to the
implementation of the reforms and up to the final year of the transitional period.
This involves an examination of changes to agricultural structure (area, land use,
land tenure, number and size of holdings), agricultural land use (cereals, oilseed
rape, set-aside and farm woodlands), livestock types and farm labour in the Region.
It is of course stressed that not all changes occurring over this period can be
attributed solely to CAP reform — non-CAP factors can clearly affect many sectors
and such factors are mentioned where applicable.

Having portrayed the agricultural situation in Grampian during the
implementation period of the reforms, the scene is further set in Chapter 4 by
examining the extent of (and dependency on) EU financial aid in Scotland and
Grampian following the reforms (concentrating mainly on EU direct income
subsidies). An important element of the MacSharry reforms was to shift farm

support away from high guaranteed prices towards direct income payments to
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farmers. Farm prices were cut but farmers were compensated through direct
subsidies. In addition to increased subsidy payments, UK farmers also benefited
from the increased value of such subsidies due to the effects of the green exchange
rate. After a grim 10 years farmers were enjoying increasing farm incomes.
Increases in total direct subsidies (livestock and arable subsidies) were high in
Scotland overall, but Grampian showed much higher than average increases. The
analysis of levels of subsidies shows clearly that Grampian benefited enormously in
financial terms from such increases in direct aid. However, it is seen that as a
consequence of such increases, farmers’ dependence on subsidies increased
substantially. Furthermore, farmers’ vulnerability to their potential withdrawal is
exposed.

Chapter 5 describes the methodology chosen to collect data for the survey of
farmers in Grampian in order to assess and explain the impact of the 1992 CAP
reforms on agriculture in the Region. A total of 227 farmers were surveyed through
means of a structured questionnaire conducted through face-to-face interviewing
undertaken at various agricultural marts throughout the Region. This figure
represented 5% of full-time and part-time farmers in Grampian. The chapter is split
into two parts, firstly describing how the survey was implemented, and secondly
justifying why the survey was implemented in this way. Such an analysis takes into
account the questionnaire type and design, the pilot study, the sampling frame and
the actual implementation of the survey. The main results obtained from
implementing this methodology are then presented in Chapter 6 (the results relating
to farm diversification are discussed more fully in Chapter 8). Data analysis
focuses on frequency distributions, two-way cross-tabulations and significance
testing by means of three-way cross-tabulations which explores various
relationships between chosen variables. This analysis indicates that in general, the
MacSharry CAP reforms had a positive impact on the majority of respondents to the
survey. The analysis also makes it possible to determine which type of respondents
were most likely to have benefited from the reforms. The overall success or
otherwise of the MacSharry reforms in Grampian is therefore established.

Having determined the impact of the reforms on agriculture in Grampian,
Chapter 7 attempts to establish the impact of the reforms on agriculture-related
industries in the region. Clearly, any changes to agricultural policy can directly and
indirectly affect the industries upstream and downstream of agriculture. Reforms in

the arable and livestock sectors were forecast to have a major impact on such
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industries. This chapter begins by defining and examining the agriculture-related
industries in Scotland and Grampian. The particular CAP reform measures and the
likely impact of these measures on the agriculture-related industries are examined,
but in doing so it is acknowledged that various intervening factors also affect these
industries in different ways. The relevant agricultural-related sectors are therefore
examined individually in order to establish what changes may have occurred during
the implementation period of the CAP reforms. However, as already noted,
considerable problems were encountered when gathering data on these industries
and it was therefore necessary to conduct a survey using a sample of companies
from each industry. The survey was split into two parts, the first involving the food
processing industry (meat processing, dairy processing, grain milling and whisky
production) and other agriculture-related industries (production of animal feeds,
manufacture of agricultural and forestry machinery and wholesaling of agricultural
raw materials and live animals). Whereas many writers on this subject argued that
the CAP reforms were likely to have an adverse effect on the agriculture-related
industries, the data collected and analysed here indicates that the majority of such
industries in Grampian actually experienced increased levels of production and
employment during this period. This is the case even after accounting for the
adverse effects of other external factors.

Chapter 8 attempts to determine whether the CAP reforms affected levels of
farm diversification in Grampian, focusing on levels and types of diversification in
the region. Diversification had become a necessity for a number of farmers by the
late 1980s as income levels fell to their lowest in almost 40 years and markets
became increasingly competitive. The MacSharry reforms further encouraged farm
diversification as price support was cut. The chapter examines the extent of farm
diversification in the UK and then goes onto examine government policies on the
subject. This involves discussing the various initiatives of the 1980s, the Farm
Diversification Grant Scheme (FDGS) and the 1992 MacSharry reforms. However,
in examining farm diversification in Grampian, considerable problems in data
collection were again encountered. As no official statistics on farm diversification
exist, research on the topic is dependent on national surveys or case studies. In this
case, a few studies have examined diversification in Scotland as a whole'' but no
research specific to Grampian exists. Data is available on responses to the FDGS in
Grampian, but as this scheme came to an end in 1992, such data is outdated for the

purposes of this research. The only data available on this topic is therefore that
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collected in the survey as described and analysed in Chapters 5 and 6 respectively.
This data allows for an examination of the types of on-farm diversification
undertaken in the region and the reasons for diversifying. The different variables
affecting involvement in diversification are also examined in order to explain
participation levels in the region. Use of the survey evidence together with limited
secondary data therefore shows that levels of diversification in Grampian were
similar to those in the UK but slightly higher than those in Scotland as a whole. It
was surprising to find, however, that among a variety of reasons given for
diversifying, respondents never once cited CAP reform as a reason for doing so.

Having therefore examined the content of the MacSharry reforms and the
consequential changes wrought upon Grampian agriculture and its related industries
as well as determining the effects upon farm diversification, Chapter 9 presents the
conclusions and implications of the research. Findings for each of the research
hypotheses presented above are summarised and explained within the context of
this and prior research examined in various chapters throughout the thesis. Whereas
it was found that the findings supported the primary hypotheses (despite there being
inconsistencies with some of the general literature), the secondary hypothesis
relating to farm diversification was not supported. It is believed that the main
reason for this is the level and value of subsidies that farmers received during this
period which meant they did not have to consider alternative farming methods to
generate additional income. By relating the findings back to the hypotheses, it is
demonstrated that this thesis fills a gap in the literature on the topics covered,
making a contribution to the overall knowledge on the effects of CAP reform,
specifically at a regional level. The chapter then goes on to provide the
implications of the research and consequently ends by suggesting a twofold need for
future research. Firstly, other regional level studies are required to determine the
overall effectiveness of the reforms throughout the EU. Secondly, the broader
implication of the research is that the appropriateness of the original CAP objectives
as set out in the Treaty of Rome must be questioned if the EU is to have an efficient
and sustainable agricultural industry in the twenty-first century.

This chapter has laid the foundations for the thesis. It has introduced the
research problem and research hypotheses. The methodology chosen for the
research has been briefly described and the plan of the thesis outlined. A detailed

description of the research therefore proceeds.
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Endnotes

"'The history of the development of the CAP is examined in Chapter 2, Section 2.2.

* These reforms proposed over a twenty-year period are discussed in Chapter 2
(Section 2.3).

3 Further reference to the literature on the impact of the reforms is made in Chapter
3 (Section 3.3).

* The implementation of the EU Agri-Environment Regulation (2078/92) concerns
others such as Emerson and Edgell (1999) who compare the different approaches
applied to these measures in Ireland and Scotland and Wilson et al. (1999) who
compare implementation in Spain and Germany.

> For example, see Chapter 7, Section 5.3, which examines employment in
agriculture-related industries in Scotland and Grampian. Census of Employment
data is presented to show changes in agriculture-related industries in Scotland
between 1991-95. Because of the small size of some of these industries in
Grampian, e.g. grain milling, the equivalent data for the region cannot be shown for
reasons of commercial confidentiality.

® To obtain a representative sample, many visits to different sites covering a
diversity of sales were necessary. An explanation of these visits is given in Chapter
5.

7 Following the collapse of the central economic systems in the East, it has been
planned to integrate ten Central and Eastern European countries (CEECs) into the
EU. These are: Bulgaria, the Czech Republic, Estonia, Hungary, Latvia, Lithuania,
Poland, Romania, the Slovak Republic and Slovenia.

8 For a commentary on these issues see Ingersent et al. (1998) and Thomson (1998).

? See Whitby ef al. (1996) on the discussions by Agriculture and Health Committees
at this time.

10 The mart at Maud was subsequently re-opened later that year but the marts at
Cornhill and Laurencekirk have remained closed.

I See Chapter 3, Section 3.3.
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Chapter 2

The Evolution of the Common Agricultural Policy 1958-1995

2.1 Introduction

This chapter charts the historical development of the Common Agricultural Policy
(CAP) from its inception till the final implementation stages of the MacSharry reforms
in 1995. This examination is conducted through a review of published secondary data
including official publications of the European Commission. It outlines the important
stages leading up to the creation of the CAP in 1962 such as the Treaty of Rome (in
particular Article 39 which sets out the CAP objectives) and the Stresa Conference
(Section 2.2). The chapter then goes on to examine briefly some of the plethora of
reforms spanning from the late 1960s to the late 1980s and in doing so assesses the
successes and failures of the CAP objectives as set out in the Treaty of Rome (Section
2.3). The reform debate is continued in Section 2.4 where internal and external
reasons for reform are examined. Particular attention is then paid to the importance of
the Uruguay Round of GATT negotiations between 1986-92 and the EU-international
relationship (Section 2.5). The bulk of the chapter then goes on to examine in detail
the MacSharry CAP reforms as proposed in 1991 (Section 2.6) and finally introduced
in May 1992 (Section 2.7). Although there had been many previous reforms, this was
hailed as the most radical reform to take place in the thirty-year history of the CAP.
Section 2.8 begins with a short discussion on the overall reaction to the MacSharry
reforms and a brief look at their early success. The issue of further reform following
MacSharry is then touched upon before closing with an examination of the debate on
whether these reforms really were radical or whether they were just moderate reforms
which did not go far enough in solving the agricultural problems of the farming
community.

It has been argued that the rationale for government intervention in agriculture
can generally be classified under one of three headings: concemn for food supplies;
economic benefits from agricultural policy; the welfare of the rural population (Marsh
and Swanney, 1980). Agricultural protectionism was first established in many
countries in the 1930s. West European Governments had not intervened much in

farming until the economic depression of the 1930s when a marked increase in
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production coincided with a decrease in actual demand, resulting in world market food
prices falling to very low levels'. Further state intervention in farming took place
during the Second World War when governments moved towards direct management
with the introduction of comprehensive systems of price controls and guarantees in
order to protect their farmers and ensure adequate supplies of food. By 1947 Europe
was facing a crisis as food shortages became severe and millions faced starvation. The
war had disrupted agriculture and governments were keen to greatly increase their
agricultural output. By 1948 most West European governments had drawn up detailed
plans to achieve this by 1952 (OEEC, 1948; ECE, 1949).

The postwar period saw change with the technological revolution in
agriculture  which resulted through research, experimentation and large scale
investment. Farms were mechanised; fertilizers were applied to soils planted with
improved seeds; herbicides, fungicides and insecticides came into use; and livestock
strains were improved by careful breeding, helped by means of artificial insemination
and careful culling of herds and flocks (Coppock, 1963). Indeed Coppock (1963, p. 4)
argued that "[i]n a few short years much of Europe's farming was changed from a kind
of handicraft to an industrial operation". With the vast numbers of small farm
operators and with agricultural technology continuing to improve’, food production
began to increase. Because food shortage was no longer a problem, individual
governments became more concerned with the protection of farm incomes. They
supported farm prices to enable their farmers to stay on the land with reasonable
incomes and adopted policies to protect the farmers from foreign competition. Their
actions, together with the technological revolution, resulted in rapid increases in output
and a gradual build-up of surpluses. This meant an accumulation of physical surpluses
in the traditional exporting countries, and high prices for consumers in the importing
countries. National agricultural policies were causing serious problems and the need

for a common market in food products became increasingly clear.

2.2 Agriculture and the EEC

After the Second World War a plan was conceived by the French to assist the recovery
of the German economy whilst at the same time ensuring future peace for Europe.
This was to be a common market in coal and steel ensuring equal access by

participating countries to these fundamental products, controlled by a supranational
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authority - known as the High Authority. The Schuman Plan was announced in May
1950 and other countries were invited to join. The Benelux countries (Belgium,
Netherlands, Luxembourg) and Italy quickly joined but the UK declined, one reason
being her opposition to the creation of any supranational institutions. The European
Coal and Steel Community (ECSC) was thus created under the Treaty of Paris in
1951, establishing a 'Common Market' in coal, steel and iron.

The desire to promote further integration came from the Benelux countries
who wished to establish a political and economic union. This was accepted by the
other five states in the ECSC and as a result an inter-governmental committee was set
up to prepare for treaties chaired by the Belgian Foreign Minister, Paul-Henri Spaak.
The report of the committees findings, commonly known as the Spaak Report, was
drawn up in 1956. It formed the basis of the Treaties setting up the European
Economic Community (EEC) and the European Atomic Energy Community
(Euratom) which entered into force on 1 January 1958. Although the Spaak
Committee had encountered problems with the subject of agriculture, the Six
unanimously decided that agriculture had to be included in the common market in
order to balance trade advantages between the member countries. For agricultural
products, as in other sectors, obstacles to trade were to be eliminated over the twelve to
fifteen year transitional period. At the end of this period, all national measures would
have had to be replaced by Community regulations. It was, however, recognised that
the creation of a common market would not eradicate the problems which demanded
market intervention at a national level. The Report thus determined a number of
objectives for a future agricultural policy which included: the stabilisation of markets;
security of supply; the maintenance of an adequate income level for normally
productive enterprises; and a gradual adjustment of the structure of the industry
(Fennell, 1987; Fearne, 1991). The importance of these four objectives is indicated by
their reflection in Article 39 of the Treaty of Rome which sets out the objectives of the

CAP.

2.2.1 The Treaty of Rome

The Treaty of Rome was the document which established the European Community in
1958 and has been hailed as one of the most important documents in Europe's history
(Andrews, 1973). The Treaty set up the institutions of the Community, including the

Commission, the Council of Ministers, the European Parliament and the European
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Court. There are ten articles in the Treaty of Rome which apply directly to agriculture
(Articles 38-47). At this time (1958) 15 million people were employed in farming,
amounting to 20 per cent of the total working population in the six signatory countries
of the Treaty of Rome. There were 6.5 million holdings which were small and
fragmented and agricultural incomes were approximately half those in other sectors.
The land differed from region to region, varying from fertile lowlands to barren
mountainous areas. Furthermore, different policy instruments and attitudes prevailed
among the Six members (Hill, 1984). It was these conditions in the agricultural sector
that had to be addressed.

Article 38 required that "the Common Market shall extend to agriculture and
trade in agricultural products”. Article 39 sets out the objectives of the CAP similar to
those adopted by all the developed nations, but argued to be the most cogent and
complete summaries for agricultural policy ever made (Ritson, 1991; Fennell, 1985;
Ritson and Fearne, 1984). These objectives have remained unchanged since 1958 and
are rarely if ever discussed (Fennell, 1985, p. 259). Article 39.1 thus contains the

following objectives:

(a) to increase agricultural productivity by promoting technical progress and by
ensuring the rational development of agricultural production and the optimum
utilisation of the factors of production, in particular labour;

(b) thus to ensure a fair standard of living for the agricultural community, in
particular by increasing the individual earnings of persons engaged in
agriculture;

(©) to stabilise markets;

(d) to assure the availability of supplies;

(e) to ensure that supplies reach consumers at reasonable prices.

In addition, Article 39.2 requires that in carrying out these objectives social structures
and regional disparities should be taken into account. The success or failure of the
CAP was to be determined by the extent to which it achieved these five objectives (see
Section 2.3).

As well as these five objectives the CAP is also characterised by its three
fundamental principles. These principles on which European agricultural policy was
to be organised were set down ambiguously in the early 1960s, but it was made clear
by some Member States that any reform of the CAP must not call into question the

three interlinked principles upon which it was founded:
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1) Market Unity - there should be common farm pricing throughout the
Community, a common system of marketing and a single market for farm

products;

2) Community Preference - there should be preference for EC products, allowing
Community producers to be better placed than their competing overseas
counterparts;

3) Financial Solidarity - which required common financial solidarity for CAP

policies. This was reflected in the establishment of the European Agricultural
Guidance and Guarantee Fund (EAGGF), more commonly known by the
acronym FEOGA, from the French title Fonds Europeen d'Orientation et de
Garantie Agricole. This Fund works on a common basis regardless of the
product or of the Member States concerned.

Article 43 outlined the process by which a common agricultural policy was to be
established. It required the Commission to submit proposals for the working out and
implementing of a common agricultural policy which would achieve the objectives set
out in Article 39 to the Council of Ministers before June 30, 1960 when the Treaty
came into force. It was the modified version of this voluminous report (Commission
of the EEC, 1960) that formed the basis for the CAP finally adopted by the six
Member States of the EEC in January 1962. The foundations of the CAP had thus
been laid (Fennell, 1997).

2.2.2 The Stresa Conference

Progression towards a common agricultural policy was to occur in three stages as
determined by the Treaty of Rome. Three years were apportioned to the first stage
when policies were to be formulated and agreed. The second stage was to last until
1970 when these policies were to be introduced. By the third stage, the policy was to
be fully in force in a unified market.

As part of the first stage of progression, a conference convened by the
Commission was to take place at Stresa, Italy, in July 1958, chaired by Sicco
Mansholt. This conference was attended by officials of ministries and representatives
from the farmers' organisations and the food industry. Mansholt was doubtful about
the usefulness of price policies and expressed concern over the potential creation of
surpluses, inefficient agriculture and ever-increasing costs. Farming representatives
on the other hand were more concerned with the principle of the family farm
remaining the foundation of agriculture in the Community. The Commission itself
made it clear that it was looking for a policy that protected the family farm and

supported farm incomes while at the same time avoiding the build-up of surpluses and
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sustaining trade links with third countries. Wide differences of opinion between the
delegates were therefore highlighted at the conference but an agreed set of objectives
for agricultural policy was eventually produced”.

Following the Stresa Conference, the Commission was given the task of
proposing policy measures for the achievement of these objectives which were already
stated implicitly in the Treaty of Rome. This task was duly completed, and after
presenting their proposals to the Assembly (since re-named the European Parliament)
early in 1960, they were eventually approved in June of that year. Throughout 1961 a
number of draft regulations embodying the structure proposed by the Commission
were issued. These laid out the framework of support prices, import levies and export
refunds, intervention buying and so on, which were all ratified at a later date. In July
1961 the draft regulations for cereals, pork, eggs, poultry, fruit, vegetables and wine
were issued, but it took six months for the Council of Ministers to finally agree, on
January 14 1962, to adopt a series of regulations giving legal effect to the levy system
and instituting a common market organisation for each product. The key system took
effect from July 1, 1962.

It can therefore be said that the CAP was created in 1962 - the year when the
policy objectives and the regulations outlining the market organisations for the various
products were agreed. The CAP had finally emerged through many years of debate
and intense negotiations. However, the policy could not begin to operate effectively

until the primary issue of common pricing was resolved.

2.2.3 Common Prices

The CAP entered its final phase with the transition towards common prices in order to
create a single market for agricultural products in accordance with the first principle of
market unity. This was to take place gradually in order to ease disruption to
production and markets. With such a wide divergence between national prices the
major problem was deciding what the common prices were to be. Although this was
no easy task, common price levels were eventually agreed by the Council in December
1964 with the unified prices coming into effect on 1 July 1967. These prices set for
agricultural products tended to be quite high as the various Ministers of Agriculture
found it easier to agree on prices which were favourable to their own farmers and
would raise rather that lower their national price levels. These higher price levels

guaranteed Community farmers a 'satisfactory’ level of price support. This resolution,
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however, was to lead to a steady increase in production which inevitably led to the
problem of agricultural surpluses. The term given to these common prices was the
Unit of Account (UA) with each national currency bearing a fixed relationship
(exchange rate) to it. These prices, applicable throughout the Community, are
reviewed each year by the Council, acting on proposals from the Commission. Thus
each year at the time of price review agriculture hits the headlines for these price
decisions have an impact on both the incomes of Community farmers, and on food
prices in the shops which in turn affects consumers.

In 1967 the CAP was nearing completion, but what should have been a decade
of achievement was marred by the knowledge that the policy was in need of
fundamental alteration. In order to give farmers a 'fair' standard of living, a policy of
high prices had been introduced which, it is argued, "was treating the symptoms of the
disease rather than attempting a cure" (Hill, 1984, p. 31). Inadequate consideration
was given to the fact that low incomes were the result of too many farmers on the land.
Raising incomes through further price rises would only result in the growth of
agricultural surpluses. The CAP therefore required radical changes, in particular a

reduction in the number of producers.

2.3 An Abundance of Reforms

The period after 1968 has been referred to by Hill as "the period when the CAP passed
from a difficult childhood to an even more difficult and controversial teenager" (1984,
p- 32). It was clear by the late 1960s that the CAP was far from perfect and
policymakers quickly realised that change was needed. The Commission, concerned
with the need to correct some of the failures of the CAP, realised that the overall
structure of the farming industry needed altering. With production rates already high,
the system of guaranteed prices without limitations on production was causing chronic
problems. Thus, since 1968 successive European Commissions have put forward
numerous proposals for adaptation of the CAP, as have other CAP specialists’. Marsh
argues that "[p]roposals to reform the CAP are almost as old as the policy itself"
(1989, p. 157). Similarly Hill observes that "the CAP suffers two types of surpluses -
one of commodities, the other of reform proposals" (1984, p. 119). It is not possible to
look at all of these in detail but an attempt is made below to examine some of the main

reforms proposed by the Commission over the twenty year period from 1968. It must
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be noted that changes in the EC economy during this period played a major part in
these reforms. Enlargement, new technology and economic growth each had an
impact on the CAP. The first phase of enlargement increased the six to nine when in
1973 the UK, Ireland and Denmark joined the EC. Spain, Portugal and Greece
followed in the 1980s. It is argued that failure of the Policy to reform in the way
advocated by many can be blamed in part on the fact that during the 1970s and 1980s

the CAP has had to meet the interests of these six, nine and then twelve member states
(Hubbard and Ritson, 1991)> ¢,

2.3.1 The Mansholt Plan

Structural reform was clearly necessary to solve some of the problems of the CAP.
The Commission, in particular Sicco Mansholt, believed that the solution lay in
reducing both the area of agricultural land and the number of people working in
agriculture. Price cuts were no longer feasible so those who were to remain on the
land would have to be efficient enough to be able to earn a satisfactory income without
excessive prices.

Mansholt had already warned farm ministers at the Stresa Conference of the
problems of a price support system (see Section 2.2.2). In 1968, as vice-president of
the Commission, he put forward proposals for reforming the structure of agricultural
production, popularly known as the Mansholt Plan (CEC, 1968). The plan aimed to
remove 5 million from the farm population between 1970-80, and to reduce the area of
agricultural land by 12 million hectares over the same time period. Fewer farms and
farmers would create larger, more efficient farms and increased farm incomes which
would reduce the need for high market prices. Lower price levels would mean savings
and a reduction in food surpluses by the mid-70s, as well as a reduction in FEOGA
support costs in the long term. To achieve this voluntary exodus, farmers would be
offered various financial incentives for early retirement, retraining for other
occupations, and modernisation of farms. This was the first reform proposal to
advocate 'get out or get bigger' as opposed to previous suggestions of 'stay little - here
is a bit extra to supplement your income from farming' (Hubbard and Ritson, 1991).

The plan caused more controversy in the EC than any other programme in its
history. It caused intergovernmental and intragovernmental disputes as well as
conflicts of interest between the various Community institutions such as the

Commission and the Council of Ministers. Furthermore, it caused extreme
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controversy among local, regional and national interest groups. The French and
German farm groups were particularly violent in their reactions to the proposals’. The
Committee of Agricultural Organisations in the European Community (COPA), which
groups all the national farming organisations in the Community, strongly criticised the
Plan, reiterating the feelings of the farmers. COPA argued that the Plan did not
include any overall trade plan for agricultural products; it criticised the unwillingness
of the Commission to protect its traditional markets; and it voiced its criticism of
alleged over-optimism about the number of farmers proposed to leave the land and be
retrained for other occupations (Rosenthal, 1975). When the time came for the
agricultural prices to be fixed for the 1971-72 season, COPA were demanding general
increases in farm prices, claiming that the Community authorities in Brussels had
underestimated farmers' discontent. When the Council of Ministers met in Brussels on
March 23, so did over 80,000 discontented European farmers in a violent mass
demonstration in the streets of Brussels®. Mansholt, dubbed the 'peasant killer', was
hung in effigy. As a result of all the opposition and resentment towards the Plan from
farm organisations throughout the Community, it was largely rejected by the Council
of Ministers.

This was the first attempt at ‘radical’ reform of the CAP and it largely failed’.
However, the Mansholt Plan was not completely wasted. Both opponents and
defenders of the Plan knew that agricultural structures had to be reformed and agreed
that previous Community policies had led nowhere. As part of a compromise reform
plan, three socio-structural directives were adopted in 1972. These concerned the
modernisation of farms (CEC, 1972a), the cessation of farming and the allocation of
agricultural land for structural improvement (CEC, 1972b), and the provision of
socio-economic guidance (CEC, 1972c). The impetus behind these directives was to
increase farm incomes by reducing the number of farms and creating larger, more
efficient farms. However, as an attempt to reform the CAP, Mansholt's notable plan
for structural reform was rejected and price policies within the Community remained
at the center of agricultural support.

Following the Mansholt Plan, the Commission produced periodic reviews of
the CAP. The first of these, Improvements of the Common Agricultural Policy (CEC,
1973) addressed the problems of market imbalance and excessive costs in the
agricultural sector and put forward some proposals, but nothing came of them and so
no real solutions were offered. A second document produced in 1975, Stocktaking of

the Common Agricultural Policy (CEC, 1975) looked at the problems of the policy in
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relation to the objectives laid down by the Treaty of Rome. The following problems
were recognised: price policy had failed to reflect the market situation; structural
policy had been unsuccessful in increasing production and reducing regional
differences; Monetary Compensatory Amounts (MCAs) were threatening market
unity'%; and budgetary costs under the CAP continued to increase. But the original
five objectives were restated and an attempt was made to prove that the CAP had,
more or less, stuck to its original objectives, so although the problems had been
recognised, again no real answers were offered.

Although there were further reform proposals, it was 1979 before the
Commission produced another document which attempted to modify the CAP.
Changes in the Common Agricultural Policy to Help Balance the Markets and
Streamline Expenditure (CEC, 1979) was produced in response to growing CAP
expenditure and an increase in structural surpluses. The two main proposals to curb
this growth were to move towards closer market balance and to get producers involved
in the cost of surplus disposal. However, it took a year before specific measures were

proposed to achieve these goals.

2.3.2 Reform Proposals in the 1980s

Critics of the CAP in the 1980s focused primarily on the budgetary cost of the
agricultural policy which has been rising steadily: the amount spent on agriculture
from the EC budget rose from ECU 4.7 billion in 1976 to ECU 36 billion in 1992
(Gibbons, 1992; CEC, 1993a). As Grant (1997, p. 75) notes “... reform became
necessary because the CAP threatened to break the Community’s budget”. This rise in
spending had been caused mainly by the need to stockpile surpluses and then pay
subsidies to enable them to be sold on the world market. The Community's 'own
resources' clearly failed to match the cost of the Policy. Another major criticism was
the way in which subsidies were distributed among farmers. The price guarantee
system had ensured that any price increases benefited the larger, more efficient
farmers substantially more than the small farmers and those in less favoured regions of
the Community. By the late 1980s, more than 80% of EC spending went to only 20%
of the Community's farmers (CEC, 1993a). Other criticisms included over-production,
leading inevitably to food surpluses, the abuse of food subsidies and environmental
damage caused by intensive use of fertilisers and pesticides (Gibbons, 1992). These

criticisms did not go unnoticed and policy changes did emanate during the 1980s.
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In 1979 the UK government, alleging that their share of financing the Community
budget was unfairly large, sought a reduction in their net budgetary contribution. This
caused problems the following spring when agricultural prices had to be agreed.
Temporary budget agreements ensued but a more permanent solution was required.
The Commission was therefore mandated to produce reform proposals to solve the
budgetary problem under the 30 May 1980 Mandate. Three documents were
published in response: Reflections on the Common Agricultural Policy (CEC, 1980),
Report on the Mandate (CEC, 1981), and 4 New Impetus for the Common Policies
(CEC, 1982), which included a section 'Guidelines for European Agriculture'.
Reflections examined the CAP in relation to its original objectives and stated that "the
Common Agricultural Policy has broadly achieved its main aims" (CEC, 1980, p. 26).
The Report and Guidelines were in agreement: "the objectives of the Treaty of Rome -
be it security of food supplies, satisfaction of consumers' requirements, increased

production or higher farm incomes - have been achieved (CEC, 1981, p. 11).

2.3.3 CAP Objectives: Success or Failure?

The extent to which the CAP achieved its five objectives as set by the Treaty of Rome
would determine the success or failure of the CAP. As Burtin (1987) argues, "[t]he
success or failure of any policy must be judged in terms of the achievement of its
objectives" (p. 64). In examining the five objectives, it is found that by the early
1980s, some had been achieved while others had not, and some had only been
achieved at a very high cost to taxpayers and consumers (see Fennell (1985) and Grant
(1997)). It must be realised, however, that whatever the degree of success or failure,

not all is perhaps attributable to the CAP.

(a) Increased Agricultural Productivity
Despite a fall in the number of people employed in agriculture'’ and a reduction in the
number of farms, the efficiency and productivity of farming had increased. This was
mainly attributable to technical and scientific progress - factors which are independent
of the CAP. However, increased productivity meant major increases in output which
resulted in huge increases in yields. By 1992 the Community's farm output was rising
by an average of 2% a year while demand was either stable or falling (CEC, 1993a).
Article 39 emphasised labour productivity which has substantially increased as

a result of these vast increases in output and great declines in the agricultural labour
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force. However the CAP had failed in its attempts to ensure 'the rational development
of agricultural production and the optimum utilisation of the factors of production'.
These had not been accomplished because of the inordinate reliance on price support

and the uneven distribution of support among products. The CAP had therefore failed
to fully achieve this objective.

(b) A Fair Standard of Living for the Agricultural Community

It is hard to determine what constitutes a 'fair' standard of living, as it was not
expressed when this objective was established. It is clear however that the CAP had
failed in this area because agricultural incomes remained substantially below incomes
in other sectors, despite the large public and private cost of the CAP. This was
because the price mechanism raised revenues in proportion to output, so the larger
more efficient producer got the most support. It was therefore the rich efficient
farmers who benefited from the CAP as opposed to the poorer and less-advantaged
whom the policy was designed to help. CAP support prices were paid to 'all
producers regardless of need or efficiency. As a result, in the late 1980s, as mentioned
above, more than 80% of EC spending went to only 20% of the Community's farmers
- generally the bigger and more efficient ones (CEC, 1993a). This system had also
resulted in income disparity at a national and regional level as well as significant
variations between farms of different sizes and types. The Commission's Reflections
noted that the CAP had increased these disparities: "the common market organisations
tend to favour the more well-to-do producers, who are mainly concentrated in the
richer regions" (CEC, 1980, p. 8). Clearly the CAP had failed to achieve this
objective, indeed it could be argued that it succeeded in increasing the disparities

within agriculture.

(c) Market Stability

The CAP succeeded in stabilising European markets through its interventionist
system, ironing out price variations and swings in quantities produced. Stability is
desirable to farmers as it enables forward planning and thus allows them to invest
efficiently. However, too much stability affects the price mechanism in that price
reduction cannot be used to dispose of temporary surpluses, thus adding to the general

surplus problem. To have achieved price stability could therefore be regarded as a

'mixed blessing' (Hill, 1984).
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(d) Assuring Availability of Supplies

The CAP ensured security of supply for the main categories of food products both in
terms of quantity and quality, but at a very high price. Guaranteed high food prices
encouraged increased production, leading to over-production in many agricultural
products. Surpluses had become a major problem facing the EC. The Community
was producing close to 100% of its needs for cereals, beef, dairy products, poultry
meat and vegetables in 1973. Further increased productivity meant the Community
was producing sizable surpluses in these sectors. For example, the Community was
producing 20% more cereals than it needed, and a proportion of the surpluses ended
up as the infamous 'wine lakes', 'beef mountains' and 'butter mountains'. Due to high
EC prices they could not be exported profitably and so considerable sums of money
had to be spent on surplus disposal. This situation was perhaps preferable to food
shortages, but was it a sensible way to ensure security of supply? It was argued that a
more sensible approach would be to maintain and improve good trade relations with
other food producing countries (Consumers in the European Community Group,
1984), as the EC is heavily dependent on imports for various food products such as
tropical products, fruit juices and oilseeds for animal feed. This objective was

therefore achieved, but at a price.

(e) Reasonable Consumer Prices

As a result of the CAP, consumers benefited considerably from a much wider choice
of foods, but at what price? The existence of surpluses indicated that consumers in the
Member States were paying higher prices than necessary to obtain the goods they
desired. The CAP had resulted in high food prices with those in the EC significantly
above world market prices as a result of the price support policy. Furthermore, as it is
consumers who pay the bulk of the cost of the CAP, low-income consumers (who
spend a higher proportion of their incomes on food compared to other consumers)
were especially disadvantaged. What is reasonable was not defined and so tends to be

a matter of opinion, but could it really be said that consumer prices were reasonable?

Having examined the success or failure of the various CAP objectives it is interesting
to note how the Commission viewed the situation, stating in the Report on the
Mandate that: "security of food supplies, satisfaction of consumers' requirements,

increased productivity and higher farm incomes have been achieved" (CEC, 1981, p.
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12). Perhaps, in light of the above observations, it is more realistic to quote Pearce
(1981) who, writing at the same time, argued that:

not relative to the rest of the economy ... market stability and security of
supply have been taken to ridiculous and damaging extremes, and ...
consequently consumers have paid prices which were not reasonable (p. 35).

2.3.4 Further Commission Responses

Although Reflections had stated that the CAP had broadly achieved its main aims, it
did realise that problems existed with the Policy, especially in regard to surpluses and
the fact that the richer farmers and regions were the main beneficiaries of the CAP. In
response, three solutions were put forward: the regulation of market organisations (i.e.
a stop to high and open-ended guaranteed prices); a new approach to export policy;
and the modification of structural policy to remove regional disparities. Nevertheless,
the Commission made it clear that although slight changes were necessary, radical
reforms were not.

In 1983 the Commission took action regarding the budget issue when they
published a document laying out further policy changes for agriculture (CEC, 1983).
Changes advocated included a restrictive price policy, the introduction of 'guarantee
thresholds' to limit the degree of support for commodities in surpluses, and the phasing
out of new MCAs. Another step on the road to reform was the introduction of milk
quotas in 1984'%, when dairy support amounted to 30% of all guarantee expenditure.
These production quotas were introduced to curb milk production and raise additional
revenue for the EC. These quotas supplemented the initial co-responsibility levies
applied to the milk lake in 1979, their aim being to restrict the volume entitled to
support and to make it unprofitable for farmers to continue to expand output. The
principle was to make producers pay part of the cost of surplus storage and disposal.
Co-responsibility levies were really a covert reduction in prices which were more

13

acceptable to farmers than direct price reductions *. However, as Kay (1998) notes,

milk surpluses had been emerging in 1969 and growing substantially each year.
Although the Mansholt Plan predicted such surpluses in the late 1960s, and milk
quotas had existed as a solution from that time, it took 15 years for such quotas to be

introduced. Kay (1998) thus argues:

The milk sector shows how the agricultural policy-making apparatus of the
EU produces solutions or CAP ‘reforms’ only when the problem is
immediate; that is, there was a possibility that the Community could have run
out of money in 1984 in the absence of measures to curb the cost of financing

milk surpluses (p. 37).
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In 1985 the Commission, under its new Agriculture Commissioner, Frans Andriessen.,
launched a major review of the CAP. It produced a Green Paper entitled Perspectives
Jor the Common Agricultural Policy (CEC, 1985a). This consultation document was
followed by Commission guidelines in 4 Future Jor Community Agriculture (CEC,
1985b). These documents proposed new measures for the future direction of the CAP
in light of the problems it was facing. The notion of price discipline was backed
through the system of co-responsibility levies for cereal and other products. However,
it is argued that "[o]ne of the most wide-ranging reviews of the options for policy
came up with a narrow view of the options (Moyer and Josling, 1990, p. 64). By 1986
it was clear that action taken to increase Community resources had not solved the
budget cost problem and costs of the CAP were continuing to escalate. In April 1986
the Commission proposed a package of structural policy measures, including set-aside
(taking land out of production) policies (CEC, 1986). A co-responsibility levy was
introduced for cereals and in December a cut in the milk quotas of 9.5 per cent and
restrictions on the beef intervention price was introduced.

In 1987 the Commission published a set of proposals for direct income aids to
compensate farmers who were losing out from the reformed prices policy (CEC,
1987a). Included in the proposals were a community farm income aid system, a
framework for national aids and a community "pre-pension” scheme for farmers over
55 (National Consumer Council, 1988). Later in the year, with CAP costs at a
critically high level, the Commission submitted a package of budgetary stabilisers
designed to control CAP spending (CEC, 1987b). The system was designed to
penalise farmers for overproduction by imposing automatic price cuts if they exceeded
the ceiling level of production determined by the Council (the maximum guaranteed
quantity or MGQ). Other agricultural stabilisers introduced included increased
co-responsibility levies, an extension of milk quotas, and guarantee thresholds for the
other main EC products. In February 1988, after intense discussions, agreement was
reached on budgetary discipline and the stabiliser system. Agreement was also
reached on the arable set-aside policy. Those farmers who set-aside at least 20 per
cent of their arable land for at least five years would be entitled to compensatory
amounts of between 100 ECU and 600 ECU per hectare. If farmers set-aside at least
30 per cent of their land they would be exempted from the co-responsibility levy on 20
tonnes of cereal in addition to compensation per hectare. Wide-reaching changes
therefore took place in 1988 with the introduction of budgetary discipline and the

stabiliser system but in spite of these changes surpluses continued to accumulate and
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budgetary costs remained high. Within three years the 1988 reform was already
proving to be inadequate (CEC, 1993a).

To achieve the original CAP objectives as set out in the Treaty of Rome, the
EC had introduced a system of paying farmers a guaranteed price for their products
which could not be absorbed by the market. The impetus behind this was to maintain
farm incomes and provide stable agricultural markets. The system was intended to be
self-regulating. During times of surplus, stocks would be brought into intervention
and then released back onto the European market during periods of shortage.
However, the price support system for farmers was linked to volume of output and
therefore benefited the larger, more efficient farmers. Furthermore, subsidies were
paid per unit of output and per head of livestock and so again the larger farmers
benefited. All of this has encouraged the farmers to use their land intensively. And so
although the CAP originally intended to support marginal farmers, the EC in its
attempts to solve the problem of surpluses by lowering guaranteed prices to farmers
actually succeeded in unfavourable support to small farmers. The key to reform

appeared to be lower prices - much lower prices.

2.4 The Continuing Reform Debate

The reforms of the 1970s and particularly the 1980s clearly failed to solve the
problems facing the EC’s agricultural policy. Indeed some argue that they exacerbated
the problems (Koester and von Cramon-Taubadel, 1992). The results of a failed CAP
and universal discontent demonstrated that the policy was in urgent need of radical
reform. However, although the imperative behind the reforms of the 1980s had been
budgetary crisis, by the 1990s a new impetus for reform had emerged: the Uruguay

Round GATT negotiations. Therefore in the early 1990s, pressure for reform was

both internal and external 14,

(a) Internal Reasons for Reform

1. Despite inflation and greatly increased Community and national spending,
farm incomes remained static in the 10-year period preceding reform, failing to
keep pace with income growth in other sectors of the economy.

2. Despite the decline in farm incomes, the budgetary cost of the CAP continued
to rise. During the 1980s EC agricultural spending increased by approximately
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(b)

50% in real terms (Haynes, 1992). From 1989-92 the agricultural budget rose
dramatically from 24.4 billion ECU to 35.4 billion ECU (de Lacroix, 1992)
Surplus production was one of the major defects of the CAP. Many surplus
agricultural products, particularly cereals, beef and dairy produce, could not be
sold profitably in international trade.

Under the CAP European consumers were paying substantially more,
sometimes double the price, for products found in other developed economies.
Numerous studies showed that the CAP represented an implicit tax on food of
approximately 15% (Haynes, 1992).

In recent years environmental concern over modern farming methods has
increased. Farmers were encouraged into more intensive farming but at the
same time they were also encouraged to do the opposite through rural
environment programmes which award grants to selected farmers in all EC
countries to farm in environmentally beneficial ways. This clash of sequences

suggested that there was something fundamentally wrong with the policy.

External Reasons for Reform

The EC's trading partners were concerned over the way their markets were
being pillaged by highly subsidised EC exports. At the centre of the Uruguay
Round of the General Agreement on Tariffs and Trade (GATT) negotiations,
which commenced in September 1986, was the dismantling of agricultural
protectionism. The collapse of the negotiations in December 1990 (when the
round was scheduled to be completed) and the attempts to restart them which
followed, all centered around EC agricultural policy, in particular the
dismantling of agricultural protectionism.

Pressure for reform further emerged as a result of the political changes in
Central and Eastern Europe. The problems faced by the newly democratised
countries included moving from a centralised system to a market economy.
These countries required access to the EC agricultural market to allow

reductions in import levies and increased agricultural export quotas.

This was the context in which the Commission reopened the reform debate and set out

to pursue a more restrictive policy. However, before examining the reform package

proposed in February 1991 and the actual reforms as agreed by the Agriculture

Council in May 1992, it is important to note the importance of the Uruguay Round of
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the GATT negotiations. These negotiations commenced in 1986 but it was seven
years later in December 1993 that the trade deal was finally concluded, with the

agreement coming into force in 1995. EC agricultural policy was at the center of the

problems arising in the negotiations.

2.5 The Uruguay Round GATT Negotiations

2.5.1 Issues and Negotiations, 1986-1992'

The EC's trading partners, in particular the USA and the Cairns Group'®, were
concerned over the way their markets were being affected by highly subsidised EC
exports. The Caims Group was against agricultural protectionism which distorted
world markets and, although opposed to US agricultural protectionism, they joined the
USA 1n a vigorous campaign against the EC's CAP and against Japanese protectionism
(Swinbank and Tanner, 1996). They strongly objected to the level of protection
against agricultural imports and, even more so, the EC's use of variable export
subsidies that depressed world prices and destabilised markets, particularly in relation
to cereals, meat and dairy products. The EC was therefore under substantial pressure
from the international community to conform.

The multilateral trade talks began in Punta del Este in Uruguay in 1986'’ when
the 108 signatories of GATT established that agricultural protectionism was too high,
resulting in worldwide economic damage at unacceptable levels. A commitment was
therefore made to negotiate sizable and progressive reductions in all forms of trade
distorting support. The EC thus committed itself to work towards the dismantling of
agricultural trade barriers, further committing itself at the Venice economic summit in
1987. However, it was politically necessary for some Member States to support their
farmers and so they found it hard to agree on substantial cuts in external protection.
Other countries, such as Japan, were also reluctant to reduce agricultural
protectionism.

Countries were asked to submit, by the end of 1987, their ideas and proposals
for conducting the negotiations and implementing the aims of the Punta del Este
Declaration'®. Major differences existed between the EC and the USA regarding the
negotiations. The US administration had initially demanded a resolute commitment by
all parties to a complete dismantling of all subsidies to agriculture by the year 2000
(the "zero-option"). The EC considered this commitment to be unfeasible and
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indicated its preference for a more short-term approach, but it did not come up with
anything more realistic for support reduction'.

By the mid-term ministerial meeting held in Montreal in December 1988, the
US and EC delegates had reached an impasse on agriculture and a compromise was
not reached until April 1989 in Geneva when the US agreed to forsake the zero option
and make their objective one of ‘progressive reductions’ of support. All direct and
indirect price support measures were to be halted until the end of 1990, the final
deadline for completion of the round. Yet the GATT talks collapsed with hostility in
Brussels in December 1990 with the EC's refusal to offer new concessions to the USA
and the Cairns Group allies. Guaranteed high domestic prices, import quotas and
export subsidies allowed the EC to dispose of surplus products on world markets (7he
Guardian, 5/12/90, p. 13). The GATT talks thus called for substantial reductions in
these farm supports that the EC used to protect its farmers from competition abroad.
The US demanded that these reductions be met by the EC cutting most subsidies by
75% and cutting export subsidies by 90% over the next 10 years (ibid.). The EC,
under severe pressure from its farming lobby, was only prepared to offer about 30%
(The Guardian, 8/12/90, p. 8). The Cairns Group argued there was no point in
negotiating if export subsidies were not tackled separately. It had been hoped that
after four years of talks a comprehensive package could be reached as progress had
been made in the other 14 areas under discussion. Instead a new deadlock emerged
and talks were suspended indefinitely. The collapse of the talks emphasised the
importance of agriculture to a global accord (The Guardian, 7/12/90, p. 20).

In December 1990 it was leaked that the Common Agricultural Policy was to
be reformed (The Guardian, 12/12/90, p. 1). In February 1991 the Commission
formally announced that the CAP was to undergo the most radical reform since its
creation in 1962. Commissioner for Agriculture, Ray MacSharry proposed reform of
the price support system, switching from production subsidies to direct income support
for farmers. It was hoped that the ‘new' CAP would result in a fall in the production of
surplus food and as a consequence less EC surplus food would be dumped on world
markets through use of export subsidies, which were the cause of the deadlock in the
GATT negotiations.

The Commission's timing confused many. If these reforms had been produced

earlier then perhaps the GATT talks would not have ended in such hostility. A senior
commission official explained (quoted in The Guardian, 12/12/90, p. 1):
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The truth is that work on this report only got under way earlier this year but it

is ready now and I hope [it] will make a major impact in the Community and
in the outside world.

EC commissioners denied that reform of the CAP was due to international pressure
following the collapse of the GATT talks in December 1990, Nevertheless, it was
possible that these reforms could be the key to an agreement between the EC and the
US in the GATT negotiations. MacSharry reported:

This strengthens our position at GATT. We can say with our heads held high
and our chests out that we have done our part, and if you Americans match

what we have done there will be no more problems in international trade (The
Guardian, 22/5/92, p. 1)

The negotiations resumed in the spring of 1991, but made little progress over the
months that followed as the two major protagonists in the farm trade argument, the EC
and the US, continued their dispute over subsidised exports. In December 1991 EC
trade ministers rejected the recommendation put forward at the Heysel conference by
GATT Secretary General Arthur Dunkel in his 'Draft Final Act®’. On cereals, over
which the US and the UK clashed the most, the Dunkel Plan proposed a 36%
reduction in budgetary expenditure on export subsidies, a 24% reduction in the volume
of subsidised exports and a 20% reduction in domestic support - all to be phased over
the period 1993-1999 (The Guardian, 24/12/91, p. 11; Agra Europe, 3/1/92, p. P/1).
Although parts of Dunkel's draft were acceptable to the Commission - it was prepared
to sanction a 36% cut in export subsidies, believing that this would ultimately lead to a
24% reduction in subsidised export volumes - Dutch Trade Minister Yvonne Van
Rooy argued that some portions would have to be negotiated further (The Guardian,
24/12/91, p. 11). The Dunkel paper required more than that contained in the EC's
proposed CAP reforms. Van Rooy argued that "A text that does not take into account
the principles of the reforms of the CAP is unacceptable" (quoted in Agra Europe,
3/12/92, p. E/3).

The GATT negotiations thus continued, its failures becoming a source of
embarrassment to most concerned. Despite the May 1992 agreement on CAP reform
GATT talks remained hostile. In July, at the World Economic Summit in Munich, the
G7 nations again pledged to aim for a successful conclusion to the round by the end of
the year; without an agreement a trade war was imminent. It was 20 November 1992
before the EC and the USA finally came to an agreement on agriculture based on the
Dunkel text (The Guardian, 21/11/92, p. 1), a critical breakthrough in the
six-year-long GATT talks on agriculture. The so-called Blair House agreement’’
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meant a trade war was avoided, it increased the likelihood of a multilateral GATT
Treaty being concluded at some point in 1993, and the EC would no longer have to
face attacks on its CAP by the US.

The US-EC accord dominated world headlines as 1992 came to an end.
However, as Swinbank (1993) and Bailey (1994) point out, it must not be forgotten
that the GATT negotiations were not about a bilateral agreement between the USA
and the EC on agriculture, but rather a single multilateral agreement covering all
traded goods and services (15 in all) (Wood, 1994). GATT operates by consensus and
so this agreement had to be acceptable to all 108 GATT signatories. It was feared that
the agreement might not be acceptable to all countries’? and indeed the 1992
'non-negotiable' Blair House agreement with America to cut Europe's subsidised farm
exports had to be 'clarified' in December 1993%. Therefore, the Uruguay Round of the
GATT negotiations, one of the most comprehensive trade deals in history, was finally
concluded in Geneva on 15 December 1993 (The Guardian, 16/12/93, p. 17). The
agreement would come into force on 1 July 1995 until 30 June 2001 after being
formally signed at a meeting in Marrakesh in Morocco on April 15. The EC and the
US had agreed to disagree thus removing the main obstacles to the package. This, the
biggest trade deal in history, was estimated by the World Bank and the Organisation
for Economic Co-operation and Development (OECD) to increase global output by
between $213 billion and $274 billion a year over 10 years (The Economist, 4/12/93,
p. 19-20; Cable, 1994).

The 550-page document, which contained 40 separate agreements”*, included

the following key elements for agriculture (Bailey, 1994):

Export Subsidies - the total volume of subsidised exports is to be reduced by
21% over six years (taking the average of the period 1986-90 as the base).
Similarly, the budgetary expenditure on export subsidies is to be reduced by
36% over the same time period (same base).

Market Access - all non-tariff barriers, including quotas, are to be converted
to tariffs and are to be cut by 36% over six years (base period 1986-90).
Countries are required to provide market access to imports previously barred
equal to 3% of domestic consumption rising to 5% by the end of the six-year

period.

Domestic Support - government paid income support payments for farmers
are to be reduced by 20% over six years (base 1986-90). This does not include
the direct aids introduced as part of the CAP Reform (e.g. Arable Aid Scheme,

Quota Premia payments).
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Import Safeguards - any country can impose restrictions on imported
products in order to protect their markets being pillaged by surging imports of
mass volume or low price.

"Peace Clause" - an important factor which prevents the settlement being
challenged for 9 years. The basic principles of the CAP cannot be challenged
over this period; any disputes will be settled through consultation procedures.

2.5.2 The EU-International Relationship

Because the Uruguay Round GATT negotiations and EC reform processes occurred
simultaneously in the early 1990s, this EU-international relationship in EC policy-
making has resulted in much debate and has led many to ask: were the MacSharry
reforms driven by internal or external factors? When, in 1991, the European
Commission formally announced that the CAP was to be reformed, EC agricultural
policymakers insisted that these were internal reforms independent of the GATT
negotiations. Despite this, others argue that reform was hastened by the Community's
international commitment under the GATT.

Indeed, Coleman and Tangermann (1999) point out that there are two schools
of thought on the relationship between CAP reform and the Uruguay Round GATT
negotiations. The first argues that CAP reform was not related to international
negotiations but rather occurred as a result of internal domestic problems associated
with high budgetary costs and surplus products. For example, Moyer and Josling had
concluded in 1990 that “international political pressures do not play a major role in
domestic agricultural policy reform” (1990, p. 211). Some years later, Paarlberg
(1997, p. 416) explores what factors forced reform and concludes from his evidence
that “... the Uruguay Round contributed little to the 1991-92 MacSharry Reforms”.
Although he does recognise that “external political pressures did help speed some
internal reform” (1997, p. 416), he still argues that the Uruguay Round was not the
main factor in the external political process, but rather that the US defence of Dillon
Round concessions played a bigger part. Whilst not denying that the Uruguay Round
did help elicit the CAP reforms, Paarlberg concludes that the Uruguay Round “added
only marginally to reform in the EU” (1997, p. 439). Rieger’s (1997) argument

follows a similar vein:

... it was neither the state of international agricultural markets nor the
pressure applied by the USA that convinced the European policy-makers to
take the inclusion of agriculture in the Uruguay Round more seriously
(p. 112; emphasis in original).
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Rather, Rieger (1997) maintains that rising budget costs and the farm income problem
were the main reasons for reform.

The second school of thought, whilst not denying the importance of domestic
problems, suggests that the reforms occurred because of international pressures
resulting from the GATT negotiations. Coleman and Tangermann (1999) ardently
favour this second hypothesis, arguing that “it explains the historical events much
better than the rival hypothesis that the nature of CAP reforms reflects primarily
internal EU Member State preferences” (p- 386). Patterson (1997) recognises that
international negotiations played but a small part in the 1988 stabilisers reform
package but argues that in comparison a strong link had occurred between the
Uruguay Round and the 1992 reform. That reform was a result of Uruguay Round
pressures is a hypothesis that many other analysts agree with including, for example,
Rayner et al. (1999), Epstein (1997), Keeler (1996), Mahé and Roe (1996) and Grant
(1995a).

An analysis of the relationship between international and EU policy-making
must examine how policy-making at the international level constrains policy-makers at
the EU and Member State level in terms of their choice of objectives and instruments
(Coleman and Tangermann, 1999). Putnam’s (1988) model first described the
national-international relationship as a two-level game framework. At the national
level, local interest groups coerce the government to adopt favourable policies while
policy-makers seek to retain power by creating unity among such groups. At the
international level of the game, national governments work hard to satisfy domestic
interests while attempting to reduce the conflicting effects of international
developments. Putnam’s model has since been adjusted by other analysts to explain
the EU-international relationship (Coleman and Tangermann, 1999; Patterson, 1997,
Paarlberg, 1997; Keeler, 1996; Tsebelis, 1990). Some analysts (for example, Moyer,
1993; Keeler, 1996; and, Patterson, 1997) believe that Putnam’s two-level model only
goes so far, and therefore suggest that an additional level of play be added — that is, the
Community level, where “member states attempt to achieve domestic goals while
simultaneously pursuing co-operative integration” (Patterson, 1997, p. 141). The
model thus becomes a three-level game where the interaction of negotiations occurring
at the domestic, Community and international levels affect policy options at each of
the other levels. Patterson (1997) uses her three-level game to analyse how the
different levels interacted with each other and in doing so highlights the pressures and

options for agriculture policy reform in 1992. “International negotiations™ (i.e. at the

39



GATT level) are referred to as Leve] | negotiations. At this level, three developments
had occurred to increase the pressure for CAP reform. Firstly, it was obvious that the
1988 stabiliser package had not been successful in easing the burden on the EC budget
or on world trade relations. Secondly, it was obvious that unless the dispute in the
agriculture negotiations was resolved, the Uruguay Round would break down
completely thus affecting not just agriculture but other sectors such as trade and
industry and service interests. Thirdly, there was pressure from the Bush
administration to complete the round of negotiations before the November elections in
the US as it was unclear what a change in government might mean for the Uruguay
Round.

“Community negotiations” (i.e. at the EC level) are referred to as Level I]
negotiations. At this level, two developments were pushing the need for reform.
Firstly, as mentioned above, the Community was facing increasing budgetary
problems. Secondly, initiatives were put forward for economic and monetary union
and for new environmental standards (policy regulations developed as part of the
Single European Act (SEA)). Both initiatives would lead to decreased production and
farm incomes, which would inevitably intensify the need for reform. When the reform
proposals were published in 1991 “newspaper stories [claimed] that these were budget
driven, internal reforms unconnected with the GATT negotiations” (Swinbank, 1993,
p- 360, emphasis in original). The Commission itself insisted that the proposals were
not related to the Uruguay Round negotiations (Patterson, 1997, p. 155). However,
Patterson (1997) notes that by May 1992 when the actual reforms were published, the
Commission /ad linked the two reform processes.

“Domestic negotiations” (i.e. within member states) are referred to as Level II]
negotiations. Patterson argues that in the 1992 reforms “domestic politics influenced
the contours of member states win sets at the Community level” (1997, p. 156).
Keeler (1996, p. 128) argues that this level “represents the most important (and most
often neglected) piece of a complex puzzle”. Therefore the negotiations that took
place in Germany and France are particularly significant. In Germany, farmers,
consumers, industry and the regional (L&nder) Ministers of Agriculture strongly
criticised the 1992 reforms and so von Cramon-Taubadel (1993, p. 394) sees
Germany’s acceptance of the reforms as “something of a paradox” and “puzzling”.
However, this major change in Germany’s agricultural policy environment is

explained by:

German Reunification and the importance of agriculture in the current
Uruguay Round of GATT negotiations [which] ... have made it much more
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diﬂ.'lcult and costly for Germany to indulge in a highly protectionistic sectoral
policy for agriculture (von Cramon-Taubadel, 1993, p. 394).

Reunification of East and West Germany changed the nature and structure of
agriculture and the economic situation in Germany. German policy-makers were now
forced to bear in mind the interests of a heterogeneous coalition of interest groups.
Reunification and its resulting changes also made the country greatly dependent on a
stable world trading order. A successful conclusion to the Uruguay Round was crucial
to Germany’s economy (Ockenden and Franklin, 1995). Furthermore, pressure was
exerted by Germany’s trading partners to include agriculture in the Uruguay Round
conclusions. All in all, Germany was unable to resist agricultural policy change.

So what forced the hand of the French agricultural policy-makers? Patterson
(1997) believes that two factors stand out®®. First, the French government realised that
without reform the budgetary problems of the CAP and the problems related to rising
production were destined to continue. Secondly, French agriculture would suffer if a
quota system was introduced to decrease expenditure as it would lose both internal and
external market share.

In light of the above, Patterson’s (1997) analysis therefore concludes with

three points:

the power and diversity of interest groups affect outcome ..., the higher the

cost of no agreement the more likely it is that a substantive reform will be

passed ..., [and] the degree of autonomy enjoyed by policymakers and the

strategies they employed played key roles in achieving acceptable and

meaningful policy reform (pp. 161-2).
In their examination of the linkages between domestic, regional (EU) and international
levels of policy-making, Coleman and Tangermann (1999, p. 387) argue that the
EU/GATT negotiations ought to be treated as autonomous, linked games (the GATT
game and the CAP game). The outcomes in one game changed the payoffs and
consequently the strategies in the other game. They use this theoretical framework to
show that the MacSharry reform was a “direct response” to the ongoing Uruguay
Round GATT negotiations. In reforming the CAP, EU policy-makers had to choose
policy instruments and shape them accordingly in order to solve internal problems.
However, these same policy instruments were also required to solve the EU’s
‘international’ problems and allow the GATT negotiations to proceed. The policy
instruments that were eventually chosen (lower intervention prices, direct subsidy

payments to farmers, and compulsory set-aside) were sufficient to permit the

conclusion of the Uruguay Round but were still not as radical as that originally
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demanded by the US and Cairns Group. Grant (1995a, p. 10) sums up the situation
suitably:

The wbole approach of the European Commission to the GATT agreement

often gives 'the impression that it is postponing tackling problems until they

actually arrive, thus avoiding the danger of offending a member state in the

mean time.
So as well as postponing CAP reform till the last minute, it is argued that the
Commission also managed to resist radical change, a theme which is discussed more
in Section 2.8 below.

The chapter now proceeds to an examination of the MacSharry reform

proposals which were published in 1991, preceding the examination of what was

actually approved by the Council of Ministers in May 1992 (Section 2.7).

2.6 The MacSharry Reform Proposals

As was shown in Section 2.2, past reforms had clearly failed and so the reform debate
continued into the 1990s, further exacerbated by the GATT problems as shown above.
In February 1991 the Commission published a communication on the development
and future of the CAP (CEC, 1991a). This Reflections paper highlighted the many
problems facing the CAP, particularly in relation to market stability, farm incomes, the
agricultural budget and the effect of agriculture on the environment. It was concluded
that fundamental reform was essential. In July, in a follow-up to the Reflections
Paper, the Commission presented to the Council of Ministers and the European
Parliament specific proposals to reform the CAP (CEC, 1991b), taking into account
concerns about the Reflections paper expressed by interested parties i.e. all Member
States, many professional organisations and private individuals.

The reform proposals were initiated and moved by Irishman Ray MacSharry,
then Commissioner for Agriculture, who was genuinely appalled by the inefficiency of
the CAP (Dinan, 1994). In the foreword to this paper, MacSharry painted a grim
picture of the problems caused by an overly 'successful' Common Agricultural Policy:

We have 20 million tonnes of cereals in intervention and that is predicted to
rise to 30 million tonnes. We have almost one million tonnes of dairy
products in stock. We have, too, 750,000 tonnes of beef in intervention which
is rising at the rate of 15,000 to 20,000 tonnes a week. As no markets can be
found for these products, they are being stored at taxpayers' expense. And we
have run short of storage space (CEC, 1991b).
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It was vital to reform the mechanisms of the CAP without changing its three basic
principles, namely, market unity, Community preference and financial solidarity. The
Commission thus proposed the introduction of a competitive price policy to ensure
that the Community could meet competition on both its domestic market and also on
world markets. Such a policy would encourage farmers, through changed input/output
price relationships, to use more extensive farming methods, thus protecting the
environment and reducing surplus production. Farmers would be compensated for
income loss due to reductions in prices and quotas - a system that the Commission
believed would provide farmers with a more secure and stable future. The
Commission also proposed new agri-environmental and forestry measures together
with an improved early retirement scheme to complement the approach to the market
organisations, which also showed their concern with rural development. In summary,

the aims of the proposed reforms were threefold (CEC, 1992, p. 11-12):

(1) to provide the Community's farmers with a new and more stable framework
within which they could improve their competitiveness and their earnings;

(ii)  to redirect support to farmers in a fairer way which would help control
production, stabilize markets and support incomes;

(ili) to provide increased support for encouragement of less-intensive production
techniques and better care of the environment.

To achieve these aims, the MacSharry proposals embraced two main elements: a price

cut and direct aid aimed at small, and by implication, poorer producers. MacSharry

closed the foreword to the follow up paper in the following way:

This is not an 'a la carte' menu. It is a carefully chosen menu designed to
nurture a good, sound European Community Agriculture Policy for the 1990s
and into the 21st century. It is an approach which, I believe, will bring
substantial benefits to farmers and consumers; in fact to all Community
citizens (CEC, 1991b).

The main aspects of the reform lay in the areas of cereals, oilseeds and protein crops,
tobacco, milk, beef and sheepmeat which accounted for up to 75% of the value of
agricultural production subject to the common market organisations in the principal
sectors. Other products, such as olive oil, sugar, fruit and vegetables and wine were
barely touched by either the MacSharry proposals or the 1992 reform package26.

The MacSharry proposals were divided into two parts. One examined the
market organisations, while the other part, entitled Accompanying Measures,
examined agri-environmental, forestry and early retirement programmes. These

proposed reforms, with the possible exception of the 1968 Mansholt Plan, were the
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most fundamental and radical CAP reforms ever put forward by the Commission.

These proposals will be now be considered.

2.6.1 Market Organisations

Market organisations covered cereals, oilseeds, protein crops, tobacco, milk, beef and
sheepmeat. With the exception of tobacco (which is not relevant to this study), these

sectors are examined below.

A. Cereals, Oilseeds and Protein Crops

In the Community in 1990/91, cereals, oilseeds and protein crops (henceforth
abbreviated as COPs) were grown on around 4.3 million holdings. As shown in Table
2.1, cereals is undoubtedly the most important of the three crops with 172 million
tonnes produced on 36 million hectares in 1990/91. Farmers producing cereals with
yields above the Community average (that is, between 4.5 and 5 tonnes per hectare in
1990/91%7) also tend to grow oilseeds and protein crops. This enables them to alternate
the crops between cereals and oilseeds depending on the profitability of each and on

weather conditions.

Table 2.1 Production of crops in the EC in 1990/91

Crop Area (m hectares) Production (m tonnes)
Cereals 36.0 172.0
Oilseeds' 5.5 11.72
Protein Crops 1.3 5.0
Source: CEC (1991b)

Notes: ' Includes oilseed rape, sunflower seed and soyabeans.

2 Qilseed rape - 5.9m tonnes; sunflower seed - 3.9m tonnes;
soyabeans - 1.9m tonnes.

Table 2.2 Uses of cereals, oilseeds and protein crops

Crop Uses
Cereals Animal feed, human consumption, industrial
purposes
Oilseeds Production of cake for animal feed, oil for human,
animal and industrial use
Protein Crops Mainly animal feed

COPs are interdependent in terms of land use and in terms of their use in animal feed
(Table 2.2 shows uses for each crop). They are, however, very different in terms of
the common market organisations. The cereals regime consists of a price support
system, import levies and export refunds and a system of guaranteed prices to make up

the difference between prices in the EC and world market prices. The regimes for
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oilseeds and protein crops differ from cereals in that they are basically payments made
to EC producers to make up for disparities between prices paid to them and world
price levels, although the same system of guaranteed prices applies to this regime also.
The new regime for these three sectors was proposed by the Commission in order to
"bring about a more coherent policy for the major crop sectors" (CEC, 1991b, p. 8).
The radical reforms proposed would mean that future guarantees to farmers would
cease to be primarily linked with volumes produced. The proposed reforms would
include a reduction in institutional prices but a compensatory payment system would
be introduced to compensate farmers for loss of income. These compensation
payments, based on average past yields in the region concerned, would be paid on a

per hectare basis. Participation in the aid scheme was to be voluntary.

(1) Cereals

The vast majority of cereal producers (88% or 3.7 million holdings), accounting for
40% of the total cereals area and for 33% of cereals output (CEC, 1991b, p. 7), had
less than 20 hectares under cereals in 1990/91. The use of cereals for animal feed,
human consumption and industrial purposes was continuing to decline at an annual
rate of around 1.5 million tonnes, while, at the same time, exports were decreasing.
This combination resulted in a large increase in cereals intervention stocks (sitting at a
record 20 million tonnes in 1991). As Table 2.1 shows, cereals production stood at
172.0 million tonnes in 1990/91. An increase (in both yield and area) was expected in
1991/92 with production levels reaching 180 million tonnes, rising to 187 million
tonnes by 1996 due to an estimated surplus for export of 45 million tonnes (15 million
tonnes more than in 1990/91). In the short term, temporary set-aside arrangements
adopted as part of the 1990/91 price proposals, that is 15% of arable land set-aside
compensated by a repayment of the increased co-responsibility levy of 5% plus
payment of a set-aside premium, would dampen the disposal problems to an extent.
But it would not be the answer in the longer term. The Commission recognised that
without reform, cereals production would most likely exceed the guaranteed threshold
in most years, resulting in further co-responsibility levy and price cuts annually of 3%.
Thus, in light of severe and developing problems of surplus production and increasing

use of substitutes, the Commission proposed its reforms for the cereals sector.
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Cereals Reform Proposals

It was proposed that cereal prices be cut by 35% over a three-year transitional period
(CEC, 1991b, p. 9). This meant that for all cereals (except for rice for which an
equivalent system would be introduced) the average buying-in price of 155 ECU/tonne
would be replaced by fixing a new target price of 100 ECU/tonne i.e. the anticipated
stabilized world market price. The intervention price would be fixed at 10% below
this, at 90 ECU/tonne, and the threshold price at 10% above, at 110 ECU/tonne. Once
the new market organisation came fully into effect, stabiliser arrangements, including
co-responsibility levies and the maximum guaranteed quantity (MGQ), would be
withdrawn. These proposed price cuts meant that cereal farmers would face an
income loss of 55 ECU/tonne i.e. the difference between the average buying-in price
of 155 ECU/tonne and the new target price of 100 ECU/tonne. To compensate for this
loss, the Commission would introduce per hectare compensation payments which
would be reviewed periodically.

Each Member State would be required to present a regionalisation plan,
acceptable to the Commission, for all its regions, using all reliable statistical data
available. A historical three-year average yield would be calculated for each region,
based on the average of three marketing years from the last five (1986/87 to 1990/91),
omitting the lowest and highest figure. Having calculated the regional average yield,
the regional per hectare aid could be calculated using the formula: regional average
yield in tonnes/hectare x 55 ECU/tonne. In addition to this, a special aid of 300
ECU/hectare would be paid to durum wheat producers in the traditional production
zones to fully compensate them for loss of income because of adjustment on the
decreased price for other cereals. The compensatory aid for both cereals and durum
wheat would be paid during the first half of the marketing year.

It was expected that lower cereal prices would benefit producers in other
sectors, in particular pigmeat and poultry and egg producers. The effect upon milk
and beef producers would vary depending upon amounts of cereals and concentrates
they used in animal feed. Consumers would also benefit, as cereals are clearly an
essential ingredient in most basic foods. Furthermore, reduced cereal prices would
have a knock on effect in the livestock sector, leading to lower prices for meat and
milk. This was, of course, taken into account when reforms for the livestock sector
were proposed (see below).

The cereals reforms, i.e. the support price cuts and the introduction of the

compensation payment system, would be phased in in three stages over a three year
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period beginning from the first marketing year of implementation of the reform (CEC,
1991b, pp. 13-14).

(i1) Oilseeds

In 1990/91, half a million farmers were producing 11.7 million tonnes of oilseeds on
nearly 5.5 million hectares. Production was expected to rise to 13 million tonnes in
1991/92 (CEC, 1991b, p. 7). Oilseed production normally exceeds the guaranteed
thresholds, which can give rise to acute price reductions, for example, in 1990/91 the
price of rape, sunflower and soya fell by 15.5%, 21% and 30% respectively. As a
result of the GATT 'Oilseeds Panel' conclusions, the Community committed itself to

reform in the area of oilseeds.

Oilseeds Reform Proposals

Support for oilseeds (and similarly for protein crops) would be presented in the form
of a standardised compensatory payment system with per hectare support paid directly
to producers, with the traditional system of institutional prices no longer applying.
MGQs and their related stabilizer mechanisms, based on traditional institutional prices,
would therefore cease to exist when the new common market organisation was fully
implemented.

The first stage in calculating compensatory aid for oilseed producers would
involve establishing a Community reference amount which would take two elements
into consideration: a reference price for the world market, estimated at 163
ECU/tonne; and, 'an estimated equilibrium price relationship between oilseeds and
cereals' (CEC, 1991b, p. 11), which would help prevent the opting for one crop over
the other. The second stage would entail regionalising the Community reference
amount for each region presented in the Member States' regionalisation plans (see
'Cereals' section above). The aid (calculations for oilseeds and its regionalisation is
given in CEC, 1991b, p. 39), to be the same for all oilseeds, would be paid in two
stages. The first instalment would be a basic amount prepaid on the basis of area
cultivated, providing that the crop was contracted to an approved buyer. The second
instalment would take the form of a variable supplement paid at the marketing year-
end, taking into consideration (with a franchise to be determined) any increase in
world market prices in comparison to the reference price. The total aid (both
instalments combined) would be paid at the end of the marketing year in cases where

crops were not under contract. If these new arrangements, when put into effect, were
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to result in severe regional inequalities, the Commission would adopt measures
necessary to resolve the situation.

Reform for oilseeds would take place in one step in the first marketing year of
implementation of the reform. However, due to commitments made by the
Community regarding the oilseeds panel, a transitional scheme, containing some parts
of the oilseeds reform, was to be proposed before 31 July 1991. The transitional
scheme would span from the 1991 sowings (for the 1992/93 marketing year) to the
date when the reform would be implemented. In essence, the scheme would be based
on compensatory payments paid direct to producers. Steps would be taken to control
production levels. These new arrangements for oilseeds would comply with the
conclusions of the 'oilseeds panel' while also presenting greater understanding and

clarity.

(111) Protein crops
Protein crops did not hold the same difficulties as the cereals and oilseeds sectors. In
1990/91 with 1.3 million hectares under protein crops, production stood at 5 million

tonnes (exceeding the guaranteed threshold by 1.5 million tonnes).

Protein Crops Reform Proposals

Compensatory aid for protein crops would be provided in the same manner as oilseeds,
with payments initially set at the same level as the cereals aid and with equivalent
regionalisation proposals. The aid, the same for all protein crops, with the exception
of dried fodder where the aid was to be withdrawn, would be paid in two stages under
the same conditions as determined for oilseeds. As with oilseeds, the proposed
reforms for protein crops would be take place in one step in the first marketing year of

implementation of the reform.

(iv) Compensation for COPs Producers

Compensation for producers of COPs was to be 'modulated’. Small farmers would
receive full compensation, but the larger professional farmers would only receive
partial compensation. The Commission proposed a Simplified Aid Scheme for Small
Producers in order to "facilitate administration and control" (CEC, 1991b, p. 12) and
also an Aid Scheme for 'Professional’ Producers’ who would not qualify as small
producers. A 'small producer' was defined as one not producing more than 92 tonnes

of cereals per annum, approximately equivalent to a 20 hectare holding. The aid
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regionalisation plans (see above), which would define the average cereal yield per
region/sub-region, would be used to establish which producers would be eligible. The
specified limit per region would apply to the combined area under COPs. The small
producers scheme would mean that regionalised cereals aid would be paid per hectare
for the area under COPs, regardless of the combination of crops sown. Furthermore,
and importantly, under this scheme small producers were exempt from set-aside
requirements.

Larger farmers (producing over 92 tonnes of cereals) would be considered as
‘professional producers', although a small producer could opt for the professional
scheme should it be more advantageous for him to do so. Those taking part in the
professional aid scheme were required to set-aside (in rotation for environmental
reasons) 15% of their COPs area. This 15% requirement would be adjusted annually
in light of developments in production and the market situation. Land set-aside as
temporary fallow could be used for non-food purposes (e.g. biofuel). These new
arrangements would supersede the voluntary 5-year set-aside scheme in existence at
the time. For producers with commitments under the former scheme, transitional
arrangements would be made to ensure that they would not be financially
disadvantaged to those participating in the new scheme.

Those participating in the professional scheme would receive limited
compensation for land set-aside and for keeping such land in an environmentally
sound condition. Compensation would apply to the 15% set-aside obligation,
equivalent to an area producing up to 230 tonnes of cereals (approximately 50
hectares). Those participating in the scheme with 50 or more hectares would therefore
receive compensation for 7.5 of the hectares set-aside. Those with less than 50
hectares, but not qualifying as a small producer, would be compensated on a
proportionate basis. The upper area limit for compensation for set-aside (applicable to
the total area under the three crops) would be determined for the regions by using the
corresponding yield averages for cereals in the regionalisation plans.

In a general overview of the proposed COPs reforms the Commission stated
that: “The new mechanisms proposed should be effective in bringing about a
significant reduction in production leading to better market balance” (CEC, 1991b, p.
14). This would mean the end of the existing stabiliser mechanisms. The cut in
institutional prices would lead to important changes in the relationship between input
prices (fertilizers and pesticides) and product prices. It was expected that over time

these changes would improve the environment through extensive farming practices
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and also lead to lower production. Meantime, production was expected to fall in the

short term as a result of set-aside.

B. Dairy

In 1991 milk accounted for 17% of total farm production with 24.5 million milk cows
in the EC producing some 115 million tonnes of milk with milk yields per cow
increasing by 1.5% a year (CEC, 1991b). At the same time, demand for butter was
decreasing while it was anticipated that demand for milk and milk products (including
consumption due to special subsidised disposal measures) would stabilize globally at
just under 99 million tonnes, leaving an internal surplus of over 15 million tonnes.
Without the special internal disposal measures, which cost over 2 billion ECU in 1991,
milk surplus would have amounted to 25 million tonnes. Overall, the Community's
stocks of butter and milk powder stood at 900,000 tonnes in 1991 with forecasts of
both internal and external demand - due largely to the break up of the USSR - looking

extremely unfavourable.

Dairy Reform Proposals
With regard to milk, reform proposals were aimed firstly at the quota system and

secondly at prices and premia.

(1) The Quota System

Changes to the quota system would occur with an extension of the quota regime which
was due to expire in 1992. Bearing in mind the situation in the milk market, it was
clear to the Commission that the quota reduction of 2% agreed in the 1991/92 price
package was not enough to prevent a further increase in intervention stocks. It was
therefore proposed that the existing 2% milk quota be further reduced by 3%. This cut
would be achieved by cutting individual reference quantities by 4%. Small and
medium sized producers (producing less than 200,000 kg per annum and accounting
for up to 90% of total dairy producers) would be protected from quota cuts as Member
States would be required to establish a voluntary cessation scheme extended to all
producers with the aim of generating a milk pool. This aimed to encourage greater
economic and social cohesion. This voluntary scheme would be co-financed by the
Community, up to 17 ECU per 100 kg per annum for each of the three years.
Guaranteed bonds would be used to administer the premium system. Compensatory

'payments' would therefore consist of a bond with a lifetime of 10 years, issued to the
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farmers concerned on the basis of which annual payments would be made by the
Community over the 10-year period. Farmers would have the option of keeping the
bond, thereby receiving the annual payments, or selling it privately. This payment
method of guaranteed bonds for the cessation scheme together with the rate of aid
would afford milk producers the opportunity to voluntarily leave the industry if they so
wished.

Of the 4% cut in individual quotas, Member States would re-distribute 1% to
special categories such as extensive dairy holdings in mountain areas and other less
favoured areas, young farmers, those partaking in agri-environmental programmes,
and so on (CEC, 1991b, p. 21). Producers having to accept a cut in quotas would
receive annual compensation payments of 5 ECU/100 kg over a 10-year period.
Member States could add a national supplement to this amount.

Once these new quota arrangements were in place, there would be nothing to
stop Member States from continuing to participate in the buy-up/redistribution scheme
on a voluntary basis. This would enable farmers to sell quotas to public authorities in
return for bonds (guaranteed by both the Community and the Member State). The
continuous build-up of quota reserves could therefore take place, which could be used
to re-distribute milk to priority farmers or otherwise dealt with according to market
requirements. The Community would meet half the costs of the programme and up to

a maximum annual amount of premium of 2.5 ECU per 100 kg over a 10-year period.

(ii) Prices and Premia

The Commission proposed a 10% price cut for milk, 15% for butter (a larger cut due
to disposal problems) and 5% for skimmed milk powder. These cuts would coincide
with feed cost savings arising from the cereals price cut. As these savings would
mainly benefit intensive milk production, an annual dairy cow premium would be
introduced to prevent the producers concerned being put at a disadvantage and to also
encourage extensive dairy farming. The premium of 75 ECU would be paid for the
first 40 cows in every herd on condition of compliance with strict stocking limits (see
CEC, 1991b, p. 22). Small producers (delivering less than 24,000 litres per annum)
would not be subject to these limits. The milk co-responsibility levy (payment of
which amounted to 1.5% of the target price for over 60,000 litres and 1% of the target
price up to 60 000 litres outside LFAs in 1991) would be withdraw. The Commission

also proposed the establishment of a Community programme to promote dairy
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products, to be co-financed by producers, market operators and the Community. Part
of the financing would be provided by a levy on sales to intervention.

Changes to both the quota system and institutional prices were to be phased in
in three stages (see CEC, 1991b, p. 23), with the exception of the withdrawal of the
milk co-responsibility levy which would occur with immediate effect. The 'gradual
approach' was suggested for the milk quota system because it was necessary to take

into account the consequences of the reductions for the beef sector, i.e. increased

slaughtering.

C. Beef

In 1991 cattle (83.2 million beef and dairy animals) rearing accounted for
approximately a third of total farm production in the Community (beef/veal: 15%,
milk: 17%) with many farms involved in both beef and milk production (CEC, 1991b,
p. 25). Between 80-90% of farms had less than 20 beef cattle, accounting for 45% of
beef production.

Between 1989-91 beef production was on the increase with output at around 8
million tonnes. Reasons for this increase include, for example, switching from dairy to
beef production, a slaughterweights rise due to the switch from veal to beef, and a rise
in the import of calves, particularly from Eastern Europe. Furthermore, the 1991/92
milk quota reductions were expected to further increase slaughterings. However,
while output continued to increase, internal and external demand decreased, due
mainly to varying consumer patterns (largely as a result of BSE scares®®) and problems
in markets of third countries, including the effects of the Gulf War and German
Unification. Thus at the time of the proposed reforms, intervention stocks stood at

750,000 tonnes, with budgetary costs on the increase at over 4 billion ECU per annum.

Beef Reform Proposals

The aim of the beef reform proposals was to reduce beef production and encourage
beef consumption. It was thus proposed to cut beef prices by 15% over three years:
10% to reflect the reduction in feed costs and 5% to preserve the competitive position
of beef. This price reduction was to be compensated in two ways. The extensive beef
producers raising cattle on open grazing land, who would not profit from price
reductions in cereals, would have existing beef premiums increased to ECU 180 per
head for the first 90 male bovines per herd. This would be payable in three annual

instalments over the lifetime of an animal (CEC, 1991b, p. 25). The annual suckler
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cow premium for extensive producers would also be increased (to 75 ECU per cow),
again limited to the first 90-head, payable only for beef or dual-purpose (beef/milk)
breeds. Payment of all these premiums was conditional on stated stocking rate
requirements per hectare (CEC, 1991b, p. 26).

To avoid further surplus production, the Commission proposed the
introduction of a processing/marketing premium, fixed initially at 100 ECU per head,
for young (8/10 days) male dairy-breed calves withdrawn from production (i.e.
slaughtered). As with dairy products, the Commission proposed a Community
programme to promote beef, again co-financed by producers, the industry and the
Community and partly financed by a levy on sales to intervention. A further
programme would be set up to reassure consumers concerned about the presence of
banned substances such as hormones in beef. Most of these reforms - price reductions,
the special premium for male bovines, and the suckler cow premium - were to be
phased in in three stages over three years. The stocking rate requirements would apply

from the beginning of the implementation of the reforms.

D. Sheepmeat

In 1991 there were 1 million farms raising over 100 million sheep in the Community,
70% of which were in less favoured or mountainous areas. Of these farms, 500,000 of
them had less than 50 ewes (CEC, 1991b, p. 28). Although flock size in the
Community was stable, production was increasing. Consumption of sheepmeat was
also rising but at a lower rate. In this sector, farmers were paid a ewe premium to
compensate for fluctuations in market prices. With production increasing and market

prices remaining low, spending in this sector had risen to 2.3 billion ECU in 1991.

Sheepmeat Reform Proposals

A double ceiling to the ewe premium was proposed in order to reduce production in a
fair way for all producers. Firstly, a ewe premium quota based on the producer's
reference flock, which would be the number of eligible ewes in the 1990 marketing
year, would be introduced. Secondly, the number of premiums per producer was to be
reduced from 1,000 to 750 ewes in the less favoured areas (LFAs), and from 500 to
350 elsewhere. No premium would be paid for ewes above these limits. These new
limits would be phased in three stages over a three-year period (CEC, 1991b, p. 28). It
was expected that these measures might increase slaughterings in the short term as

producers reduced numbers from 1991 levels, but that as the market recovered,
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production and expenditure would stabilise thereafter. To simplify administration of
the new scheme, no specific criteria for eligible' ewes would be applied. There would

be no changes to the supplement (5.5 ECU per ewe in 1991) to the ewe premium in
LFAs.

2.6.2 Accompanying Measures
In addition to the reform proposals on cereals and livestock, the CAP reform proposals
were complemented by a number of ‘accompanying measures' (CEC, 1991b, pp.
32-37). The Commission were eager to resolve some of the long term problems facing
rural areas and argued that an effective rural development policy was required to
ensure a flourishing agricultural sector and to encourage new economic activities on
and off the farm in rural areas. It must be noted that over 50% of the land area of the
Community is taken up by farming (this figure reaches 80% if forests are taken into
account). MacSharry therefore proposed “three key measures complementary to the
changes proposed in the market organisations and which offer special opportunities for
rural development” (CEC, 1991b, p. 32). These measures fell under the following
broad headings:

(1) agri-environmental programme;

(i)  afforestation of agricultural land;

(iif)  structural improvement through early retirement.
The implementation of these measures would take place in the form of multiannual
programmes negotiated at national, and where appropriate, regional level. The costs

incurred by these proposals would be financed within the framework of the Guarantee

section of the EAGGF, parallel with the market regimes.

(i) Agri-environmental action programme

This programme aimed to encourage less intensive farming practices in the interests of
the environment. Farmers were seen as having a dual role: "as producers and as
stewards of the natural environment and landscape of the countryside" (CEC, 1992, p.
14). The Commission would provide a system of aids to encourage farmers to
participate in this programme. The aims of the agri-environmental action programme
firstly included the use of environmentally friendly production techniques which
would involve reducing levels of pollutants (fertilizers, pesticides, herbicides) in crop

production; and the reduction of livestock where excessive stocking of sheep and
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cattle was causing damage. Farmers who undertook such measures would be
compensated for any associated losses. The second aim of this programme involved
managing farmland in ways that would conserve the range and quality of the natural
environment (scenery, flora and fauna). Aids would be available to farmers who
refrained from environmentally harmful activities such as drainage and irrigation; who
replaced natural features whose removal has been damaging to the environment, for
example, for wildlife; and who farmed extensively on land of low value in agricultural
terms. Finally, aid would be available for the upkeep of agricultural land abandoned
by farmers and nonfarmers in rural areas. This would take the form of annual
payments of a flat-rate per hectare. To complete the programme the introduction of
set-aside on a long term basis (20 years) for environmental reasons would be
encouraged. Such set-aside land could be used, for example, to create conservation
reserves or small natural parks. A set-aside premium additional to that already in

existence would be available for those involved in the environmental upkeep of such
land.

(i) Afforestation of agricultural land

Recognising the importance of forestry for land use and the environment in the
Community, MacSharry proposed the second of the accompanying measures, the
'Afforestation of Agricultural Land'. It was appreciated that existing support for
investment was not adequate and that compensatory amounts for income loss whilst
awaiting the maturity of forests were too low and so the Commission proposed "an
improvement of existing incentives with the intention of promoting afforestation on a
sound ecological basis and improving the rural environment" (CEC, 1991, p. 35-6).
The new measures would simultaneously provide farmers with diversified income and
also reduce the Community's wood deficit over time.

A new subsidy scheme to promote afforestation as an alternative use of
agricultural land, with the level of aid provided varying for conifers and broad-leaved
trees (CEC, 1991, p. 35), was thus proposed. For this scheme the Commission put
forward five proposals. First, they recommended an increase per hectare in the
maximum grant for the purpose of EAGGF reimbursement of afforestation costs.
Secondly, in addition to private individuals and associations, public authorities would
also qualify for afforestation aid. Thirdly, an annual premia per hectare over five years
would be made available for the management of new plantations on farms. Fourthly,

the annual forestry premia per hectare which compensated farmers for loss of income
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pending maturity of the trees, would be increased to the equivalent of the set-aside
premium for comparable land in the same region, payable over a maximum of 20
years. Finally, the Commission proposed that non-farmers living in rural areas who
afforest agricultural land should be compensated with an annual premium per hectare

payable over a 20-year period for part of the forestry costs incurred to them.

(1it) Structural improvement through early retirement

It was calculated that of the 4.6 million farmers in the Community over 55 years of age
(two million of which were over 65), half of them had no successors. Two in three
had less than 5 hectares (CEC, 1991b, p. 36). For many small farms, existence was
not practical in economic terms. The Commission therefore put forward proposals for
revising existing arrangements for early retirement. This proposed scheme, which was
to be compulsory for the Member States, would benefit all full-time farmers aged 55
years or more and not receiving a pension. Those eligible could retire from farming if
they ensured that their successors or other farmers would farm the land to enhance its
economic and structural viability, or if the land was used for non-agricultural purposes
where restructuring was not possible. If opting for the early retirement premiums was
to result in abandonment of the land by some farmers then local authorities would be
urged to keep the land in an 'ecologically sound condition'. Aid would be granted
under the proposed agri-environmental programme and under the afforestation
programme if required. The maximum total eligible amount for early retirement was
to be 10,000 ECU per annum. The Commission would ensure that those receiving
Community financed early retirement pensions would not have national social security
payments withdrawn or reduced, if eligible for such payments. Agricultural workers

would also be eligible for early retirement pensions.

2.7 The MacSharry Reform Package

Reactions to the proposals were uniform with agriculture ministers and farming
organisations united in their opposition to the reform package. John Gummer, UK
Agriculture Minister argued that the proposals "Would turn farms into museums and
make farmers curators of an increasingly out-dated structure” (de Salis, 1991, p. 26).
MacSharry was also unpopular in his home country where he was accused of

attempting to destroy the CAP (Irish Times, 10/7/91, p. 1). Furthermore, the
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MacSharry Plan faced problems in the Commission, which had the task of approving
the Plan and forwarding it to the Council. J acques Delors, Commission President, was
afraid of opposing French political opinion and was thus unwilling to back MacSharry.
Others, such as Frans Andriassen, External Relations Commissioner, was also
unwilling to rock the boat, despite the importance of the CAP reform on the Uruguay
Round. However, the Plan was finally approved and forwarded to the Council in July
1991%.

But the situation proved no better in the Council of Ministers. British, Dutch
and Danish ministers opposed the Plan on the grounds that it favoured smaller
producers. The concept of modulation was strongly opposed by the larger Community
farmers, especially in the UK and France where the largest cereal farmers are to be
found. They believed this concept was biased in favour of small producers and
discriminated against the large, most efficient producers. The UK Agriculture
Minister insisted that everyone should benefit. Those opposed were also against the
fact that eligibility for compensation payments was to be linked to a set-aside scheme,
arguing that this proposal again favoured the small farmers because larger farmers
(producing over 92 tonnes of cereals) had to set-aside (in rotation) 15% of their COPs
area. Spain, Greece, Portugal and Ireland argued that adequate compensation was not
being made available to smaller farmers. The French, unsurprisingly, were opposed to
reform of any kind. The German's, on the other hand, surprised many by backing the
Plan (von Cramon-Taubadel, 1993). It was in their interests to do so as the G7
economic summit was due to meet in Munich in July 1992 and it was desirable to
reach a GATT agreement before this date. Furthermore, the German government was
concerned about the impact of German unification on farm policy.

The Agriculture Council, after prolonged discussion, finally reached
agreement on May 21, 1992 under the Portugese presidency, through qualified
majority vote. The Council's decisions considerably amended the original proposals,
in particular those relating to the rules for set-aside and income compensation for the
price cuts. Price cuts were smaller than originally proposed by MacSharry, but were
nevertheless substantial. The impetus of the reforms was to shift from a price support
policy to a policy of direct aid for large producers (who in turn were required to set-
aside 15% of their arable land), whilst also considering the importance of the
environment and the social and economic development of rural areas. Allowances

were made in France and Britain where the largest cereal farmers are to be found.
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Contrary to the original reform plan, all producers, no matter how large, would receive
compensation packages for loss of income.

1992 therefore saw reform of the majority of the market organisations together
with important accompanying measures being adopted. As it was expected that some
farmers might have difficulty adapting to these new requirements, the reforms were
going to be implemented gradually over a three year period from 1993 (that is the
three marketing years 1993/94, 1994/95 and 1995/96). Those producers whose
incomes had been affected by the lower support prices and from other measures
introduced to control production would be compensated for such losses. This was the
most radical reform of the CAP since its introduction thirty years earlier. Furthermore,
the conclusion of the package also meant an agreement was possible in the GATT
world trade talks.

Having examined the proposed reforms in detail above, it is now necessary to
examine the actual reforms as agreed by the Agriculture Council in May 1992. First,
an examination of changes to the market organisations will take place (arable crops,
dairy products, beef and sheepmeat). Any changes to the accompanying measures will

then be examined.

2.7.1 Market Organisation Reforms

A. Cereals, Oilseeds and Protein Crops

The final reforms retained most of the proposed features, except the concept of
modulation, so fiercely opposed by the larger Community farmers. Cereal prices were
to be reduced by 29%, a lower figure than originally proposed. This was expected to
result in substantial decreases in production costs for pig and poultry farmers, and for
beef producers but to a lesser extent. By lowering cereal prices, it would be possible
to reduce institutional prices by 15% in the beef and veal sector and by 5% in the
butter sector. Compensation would be paid to producers facing income loss due to
support price cuts. However, as proposed in 1991, to be eligible for such
compensatory aid producers would have to set aside 15% of arable land (cereals,
oilseeds and protein crops) on a rotational basis. Smaller farmers (producing less than
92 tonnes of cereals) would be exempt from set-aside requirements. Non-rotational
set-aside would be available in future years but at a higher level than 15%. Producers

could cultivate their fallow land on the condition that it was used for non-food
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purposes®. As proposed, co-responsibility levies were to be abolished with immediate
effect (1992/93).

As from 1993 the temporary rules adopted in December 1991°! covering
oilseeds would be adjusted to form part of the common system for arable crops. The
idea behind this was that the rules and the compensation systems would not favour one
crop over another. Oilseed arrangements differed to that of cereals as they did not
involve guaranteed prices. Compensation per hectare would come in two instalments,
one at the start of the marketing year and the other at the end. Compensatory amounts
could vary from region to region as determined by the Member States on the basis of
either average cereals yields or yields for oilseeds.

For protein crops, compensatory payments per hectare would replace existing
arrangements as from the 1993/994 marketing year. This aid would be equal to the

regional yield for cereals (tonnes per hectare x ECU 65).

B. Dairy

Dairy product quotas would be extended until the year 2000. Quota levels would be
reduced by 1% in 1993/94 and by a further 1% in 1994/95, less than originally
proposed. The 1992 reforms did not include a reduction in milk prices as proposed by
MacSharry, although a 2.5% cut in butter prices would take place in 1993/94 and
again in 1994/95. As proposed, the dairy co-responsibility levy was to be abolished
from the start of the 1993/94 marketing year. To avoid further surplus production, a
premium would be payable for young (8/10 days) male dairy-breed calves withdrawn

from production (i.e. slaughtered).

C. Beef

It was agreed that the intervention price for beef and veal be reduced by 15%, as
proposed in 1991, over three years from 1 July 1993. To compensate for income loss,
beef production premiums were to be increased. However, for environmental
protection reasons and in order to confine compensation to grassland farms not
benefiting from reduced feed cereal prices, these premiums would only be available up
to a maximum number of animals per hectare of fodder area. Four premium schemes
would be available to eligible beef and veal producers: male bovine premiums (to
which deseasonalization premiums may be added in regions experiencing serious
problems as a result of seasonal supply); suckler cow premiums; calf conversion

premiums; and extensification premiums. The premium for male bovine animals
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would be paid on the first 90 animals at 10 months and 22 months. A regional
reference herd would be determined by Member States which must be equal to the
number of premiums paid during 1990, 1991 or 1992. Member States would be free
to choose one of the three years as the reference year. The suckler cow premium
would be paid on the number of animals on which a premium was paid in the
reference year, again to be chosen by Member States from 1990, 1991 or 1992.
Suckler cow premium rights would also be transferable. In order to protect the
environment by encouraging less intensive production, an additional premium would
be added to that paid on male bovine animals and suckler cows if stocking density
over the year was found to be less than 1.4 livestock units per hectare.

Finally, intervention levels for beef would be reduced from 750,000 tonnes in
1993 to 350,000 tonnes in 1997. A safety net would operate when the market price

fell below 60% of the intervention price.

D. Sheepmeat

A ewe premium quota was to be introduced, with quotas determined by Member
States from 1989, 1990 and 1991 marketing year. The number of premiums per
producer were not to be reduced as proposed. The ceilings would continue to be fixed
at 1,000 ewes in LFAs and 500 ewes elsewhere. 50% of the full rate would be paid for
any ewes above those ceilings. Producers’ entitlement to sheep annual premia (SAP)
would be determined by the number of ewes receiving premium in the 1991 marketing
year.

Special rules governing transfers between producers, the allocation of
premiums to new producers and the creation of national reserves would be adopted at
Community level’>. In the UK a 1% national quota reserve was to be established with
an additional reserve of 1% allocated to producers in LFAs. Premium rights could be
transferred to other producers. In such cases, between 1-15% of the premium would
be transferred to the national reserve where it would be allocated to new producers and
other priority producers. Member States would be responsible for ensuring that

premiums were not transferred from sensitive zones i.e. areas particularly dependent

upon sheep production.
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2.7.2 ‘Acompanying Measures’ Reforms

(1) Agricultural-environmental action programme

Member States would implement the agri-environmental action programme by
means of multiannual zonal programmes. Producers who voluntarily took part in

one or more of the requirements (see proposals above) for at least five years, would

receive aid to compensate for loss of income.

(ii) Afforestation of agricultural land.

For afforestation of agricultural land, the Council adopted new rules, fundamentally
different to those laid down in 1989°>. The new rules comprised an aid scheme
covering afforestation costs; aid per hectare to cover the first five year's upkeep of
plantations; annual premia per hectare to compensate for loss of income (for a
maximum of 20 years) due to afforestation of agricultural land (premiums for
agricultural holdings would be four times that available to other landowners);
investment aid for improvements to woodland, and provision of shelter belts,
firebreaks, and forest roads. Member States were required to draw up programmes to

comply with these rules which were to be implemented by 31 July 1993.

(iii) Early Retirement Scheme

The early retirement scheme was not to be compulsory for the Member States as
proposed by MacSharry. Instead Member States could institute a Community aid
scheme for early retirement from farming for farmers or farm workers over 55 years of
age. Compensation could take a number of different forms, depending on the
retirement schemes in operation in the Member State: retirement grants; annual
compensation; annual allowances per hectare; a retirement pension supplement.

Payment would not continue for more than 10 years, or beyond the age of 70 years.

For all three accompanying measures, 50% of aid expenditure would be borne by the
Community budget (reaching 75% in Objective 1 regions).
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2.8 After the MacSharry Reforms

2.8.1 Early Reactions to the MacSharry Reforms

Reactions to the reforms in the Member States were mixed although the national
farmers’ associations in the EC were united in their opposition to the reforms
(Daugbjerg, 1999). In Britain, the farmers' organisations reluctantly approved the
deal. The President of the National Farmers’ Union stated: "It will still hurt but this
package is better than the original and ... there is no point in believing that taxpayers
should go on paying for surpluses nobody wants" (The Guardian, 22/592, p. 1).
French farmers immediately protested against the deal, Italian farming lobbies were
angry against what they believed to be an unsatisfactory agreement and the Germans
felt that farms in many regions were in danger of collapse because of subsidy cuts.
Ray MacSharry, however, said that the agreement would put "European agriculture on
a much sounder footing in the future by reducing surpluses which were being
produced for no market" (The Guardian, 22/5/92, p. 1). The Council of Ministers
proclaimed that the MacSharry reforms were an "historic revolution" in European
agriculture (ibid.).

But many economists argued that while the reforms would succeed in reducing
production, the instruments for change were fundamentally flawed (Buckwell, 1993;
Tangermann, 1992; Haynes, 1992; Rollo, 1992). Buckwell argued that "the changes
are better viewed as a step in the right direction, rather than as a once-and-for-all
reform" (1993, p. 14). Similarly, Tangermann (1992) argued that the reforms
contained deficiencies that would require further attention in a number of years time:
"Would it not make sense to adopt policies now which avoid the need 'to reform the
reform’' in a few years?" (p. 21). Rollo (1992) argued that set-aside was unlikely to be
as successful as hoped. He warned against the possibility of idle land increasing in
fertility as it was rotated into production, raising productivity further. Buckwell
(1993) also saw flaws in the introduction of set-aside as a major part of the cereals
regime. While price supports encouraged farmers to produce more, restrictions were
at the same time being introduced to restrict production. Would farmers not naturally
find any means to get round the restrictions? Over 60 years of set-aside in the USA
had shown that "the proportionate reduction in output is always a fraction of the
proportionate reduction in the land which farmers have been paid to take out of
production" (Buckwell, 1993, p. 15). Buckwell (1993) further suggested that
difficulties lay in the policing of set-aside. With 400,000 cereals farmers with 21

62



million hectares having set-aside obligations, there would be a huge administrative
load, and ensuring compliance across the Community would prove to be near
impossible. He concludes:

.. it would be satisfying to be able to record that the 1992 reforms marked a

clean break with the past, and that the CAP is now entering a more logical,

less distorting, more efficient phase of existence. Unfortunately, while there

have been some moves in the right direction, the CAP will remain an

expensive, contradictory muddle for some time to come (p. 15).

Haynes (1992) argued that to fully benefit from the CAP reform, further changes
needed to be made: set-aside should be abandoned:; payments to producers should not
be linked to the crops grown; national exchequers should bear the cost of
environmental measures. He argued that such modifications to the CAP must be taken
into account if further reform was to take place in the 1990s, an event which he
believed was very likely to happen.

The Commission itself agreed that the 1992 reform "does not solve all the EC's
farming problems" (CEC, 1993a, p. 34), realising that it would take several years for
all the mechanisms of the reform to be put in place, many of which were complex and
up to that point untried. Speaking at a conference in Perth, Scotland in November
1993, the Assistant to the Director-General in DG VI (Agriculture) stated that:

... the new CAP may not be perfect, but it is certainly perfectable. The new
CAP may not be a total answer, but it is certainly an answer to some of the
more severe criticisms which have been levelled against the Commission" (de
Lacroix, 1993).

Policymakers clearly recognised that even so soon after reform, problems still existed
with the CAP. But they believed that given time the new CAP would work.
Swinbank (1993) was not so sure. In examining the reforms, he suggested that a
further reform debate would be launched in the mid to late 1990s. He argued that
when this was to happen "the 'reforms' of 1992 are likely to be dismissed as of little
relevance" (p. 359). He concluded his paper by suggesting that "[c]onsumers (and the
food industry), tax-payers, and overseas competitors ... will no doubt be clamouring

for CAP reform before the end of the decade" (p. 371).

2.8.2 Signs of Success
Despite the early criticisms directed towards the new CAP, the first successful results

had become visible by the end of 1993. Rene Steichen, Agriculture Commissioner,

announced on 30 November that reform in the arable sector had been successful in
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reducing production, with cereal production in 1993 around 16 million tonnes lower
than it would otherwise have been (CEC, 1993b, p. 1). This he felt was a clear rebutta]
to sceptics and analysts who claimed the CAP reform could not be implemented and
was doomed to failure. Speaking at a farming conference in January 1994, Steichen
(1994, p. 3) also stated his satisfaction at “the measures on environmentally friendly
production methods and reforestation [which] have found an important response
among Member States”.

In September 1994, despite being still in a transition phase, reform success
reached the headlines again (Financial Times, 8/9/94, p. 36). The 1994 grain harvest
was expected to‘ be around 160 million tonnes, 25 million tonnes less than in 1991.
Cereal mountains had been reduced from 33 million tonnes per annum to 16 million
tonnes and beef intervention stocks had fallen from 1.1 million tonnes to under
250,000 tonnes. EC consumption of home grown cereals for animal feed had risen by
5 million tonnes in 1993 - well on the way to reaching the 11 million tonnes rise the
Commission was hoping for by 1996. Steichen stated that this was a sign that the
MacSharry reforms were working. Responding again to skeptics, he said that "In the
cereals sector, there's really no need to go any further" (Financial Times, 8/9/94, p.
36).

Nevertheless, further reforms had been agreed in 1994 to contain beef
production. The Commission was concerned that an increase in production could
occur by the end of the decade due to cyclical reasons. The number of special support
payments available to producers for male beef animals had been reduced from 11.5
million to 10.25 million. Overall, however, Steichen argued that EC farmers had
generally benefited from the MacSharry reforms. Indeed he pointed to one fault of the
reforms - that of too much compensation being paid to large cereal farmers who
set-aside 15% of their land. The original 1991 proposals had limited the amount of
set-aside land for which farmers received compensation to 7.5 hectares but this had
met with fierce opposition at the time, especially from the UK Agriculture Minister

and concessions had had to be made. Steichen (1994) concludes:

Thanks to the CAP reform, we can now look forward towards a more stable
and coherent framework for our agriculture. If, as I firmly believe and as the
first results seem to indicate, the reform works as planned, we shall see the
end of artificial food mountains or lakes and enjoy a much better balance
between supply and demand. At the same time, with the accompanying
measures and our ambitious programme for rural development, we have laid
the groundwork for the preservation of our environment and the rural
communities which form such a crucial element of Europe’s heritage (p. 13).
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2.8.3 Further CAP Reform?
In the summer of 1994 some prominent UK farmers joined environmentalists in a
campaign to reform the CAP, describing it as "an astonishing abuse of public money"
(Financial Times, 5/7/94). A spokesman for the Soil Association, Britain’s leading
organic farming organisation, pointed out that "the more intensively you farm, the
more handouts you get". Critics of the £3 billion paid annually in subsidies to UK
farmers argued that the situation in the countryside was economically and politically
unsustainable. One critic, a large-scale arable farmer, admitted having been converted
to the environmentalist cause. Calls were put forward to redirect CAP subsidies from
production support to maintaining the landscape and wildlife, reducing pollution and
rebuilding rural economies. They also wanted to abandon set-aside, arguing that
compensation payments to producers who leave the land uncultivated was "insanity".
In September 1994 the Commission published a report which it had contracted
to a group of independent agriculture experts, recommending wide CAP reform,
including putting an end to production quotas and set-aside payments to producers
(CEC, 1994). It was argued that:

radical reform of the CAP would lighten the burden on taxpayers, reduce
consumer prices and ease the integration of farm-intensive economies of
central and eastern Europe into the European Union (Financial Times,
28/9/94, p. 1).

Some of the main recommendations put forward included:

() cutting EC farm prices to near world prices in all sectors. Flat rate tariffs
should replace all remaining import levies and quotas.
(i)  phasing farm subsidies into national budgets over 7-10 years. Member States
would thus be allowed to choose how to distribute the freed-up funds.
(iii) compensating Member States who may experience heavy penalties through
loss of EC financial support through the regional, social and cohesion funds.
The Commission, however, made it clear in the foreword to the paper that it did not
support these recommendations. The decision to publish the paper had been taken in
order to stimulate discussion and debate. A wave of protests followed publication as
farmers showed their resistance to further CAP reform (Financial Times, 3/10/94, p.
19). There were doubtless some farmers who realised that further reform would be
inevitable if the EU was to meet its commitments under the GATT and if it was to
enlarge into central and Eastern Europe. The commitment of the EU to enlarge
eastwards brought with it the recognition that the CAP needed re-examination. The

high cost of the CAP on EU consumers and taxpayers was further cause for reform.
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The OECD estimated that in 1993 the CAP cost each person in the EU $385,
representing an average subsidy of $980 per hectare of farmland.

These points suggested a case for further reform of the CAP but some
Commission agriculture officials were against such moves. Steichen, backing the
MacSharry reforms, said it would not be right to "create fresh uncertainty in the
farming community when the reforms are working so well" and went on to state: "I
don't think there's a need to change the CAP" (Financial Times, 3/10/94, p. 19). But
the aforementioned report showed that not all Commission officials were in
agreement. Ray MacSharry was nevertheless convinced that the CAP would still be in
existence in 2010. "I see a fine-tuning but no revolutionary change. There's no doubt

that while there will be a European Union there will be a CAP” (ibid.).

2.8.4 Radical or Moderate Reform?

When the MacSharry reforms were established in May 1992 they were heralded by
many as radical and fundamental (for example, Hendriks, 1994; Josling, 1994). Even
after the reforms had been fully implemented, some analysts were still looking back
and referring to the radicalism of the reforms. Patterson (1997, p. 137) refers to the
reforms as “a radical new initiative” with new policy instruments representing “a
fundamental shift in agricultural support programs in the EC”. Levy and Stancich
(1998), critical of sceptics on the radicalism of the reforms, argue that “it succeeded
where previous attempts at change had been watered down to ineffective measures...”
(p. 20). Skogstad (1998), who agrees that these were “the historically most significant
and far reaching reforms to the CAP” (p. 472), suggests that they were labelled by
analysts as fundamental because of three aspects of the 1992 reforms. Firstly, the

reforms would prevent the CAP budget from reaching the higher levels that would

34

have resulted in the absence of reform”™. Secondly, the shift from hidden consumer

subsidies to transparent taxpayer subsidies would possibly lead to a taxpayers revolt
which in turn might force more extensive future reform. Thirdly, the reforms would
transfer European agriculture away from state assistance and state price supports.
However, the use of the term ‘radical’ in relation to the CAP reforms has also
been subject to debate amongst analysts. Grant argues that: “[t]he MacSharry reforms
do represent the most comprehensive reform of the CAP to have been agreed so far...”

(1995b, p. 162) but “...they have not fundamentally changed the nature of the policy
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itself” (1995a, p. 2). Grant therefore refers to the MacSharry reforms as “piecemeal”
(19954, p. 3). Keeler (1996, p. 127) suggests that:

{\lthough a significant reform of the CAP was achieved in 1992, its
liberalizing effects fell far short of the goals of its sponsors and actually
increased CAP costs in the short run.

Skogstad (1998) compares the agricultural policy reforms that took place in the US
and the EC/EU in the 1990s. She argues that in contrast to the 1996 US farm bill, the
Federal Agricultural and Improvement reform (FAIR) Act, which depicted a radical

33« .. the MacSharry reforms ... fell short of

change in American farm policy
paradigmatic change.  Although introducing new, market-liberalizing policy
instruments, the underlying goals of the CAP remained intact” (p. 463). Swinbank and
Tanner (1996) argue that because the CAP reforms were devised to uphold farmers’
incomes and keep them on the land i.e. maintaining the state assistance paradigm
(Daugbjerg, 1997), to describe the changes as ‘reform’ was perhaps not appropriate.
Daugbjerg (1999, p. 145) concurs, stating that “[a]lthough the reform was the most
far-reaching in the history of the EC, one cannot claim that it was radical”. He cites
two main reasons for this. Firstly, despite the significant reduction in cereal prices
following the reforms, the cereals sector would still continue to be highly regulated as
the EC continued to intervene in the market to protect farmers “by buying up for
stockpiling or by subsidising exports in order to maintain prices at a certain level”.
Secondly, farmers were still highly subsidised to compensate for income losses
resulting from price cuts. Although one of the main aims of the reforms was to reduce
spending increases and indeed the reforms would reduce the percentage of the EC
budget relating to agriculture (a predicted 45.3% in 1997 compared to 60% in 1988)*,
the introduction of compensatory deficiency payments would actually lead to an
increase in CAP costs. The Commission itself estimated that the reform would lead to
an annual increase in expenditure of around 2.3 billion ECU in addition to the 4 billion
ECU to be spent on accompanying measures over the first five-year period (CEC,
1991b). The Commission argued that in the absence of reform such expenditure was
estimated to be much higher and therefore such increases were fully justifiable.
Therefore Daugbjerg (1999) argues that the new policy instruments did not reduce
levels of subsidisation. Rather, citing OECD data he demonstrates that while direct or
indirect subsidies (the PSE percentage) accounted for 56% of arable farmers’ income
in 1992 by 1994 this had risen to 57%>’.

Grant (1997, p. 183-186) also presents data to indicate that the MacSharry

reforms did not achieve all that they had set out to do i.e. subsidy and budgetary costs
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continued to rise. For example, the net cost of the CAP was forecast to rise by 62%
between 1990 and 1996 (p. 183). Furthermore, CAP reform did little to ease the
burden of the CAP on consumers who have to pay more for their food as a result of the
CAP. And overall, farmers do not significantly benefit from the CAP. As the bulk of
total CAP costs go to the suppliers of goods and services to farmers, Grant states that
as little as 11% of costs constitute net farm income (p. 185). Grant therefore believes
that: “[a]lthough the MacSharry reforms represent the first real progress towards

significant revision of the CAP since its inception, the policy remains substantially
unreformed” (1997, p. 183).

2.8.5 Summary

This chapter has examined the evolution of the CAP up to the mid 1990s following the
implementation of the MacSharry reforms. These reforms have been examined in
depth and reactions to the reforms have been discussed. While many analysts still
believe today that these reforms were radical, many argue that they were but moderate
in that did not go far enough in solving the Community’s agricultural problems. The
chapter has therefore portrayed the agricultural situation in the EU as it stood at the
commencement of this research®®. The reforms had been introduced in all the relevant
sectors and following a period of uncertainty in the early 1990s, farmers were
gradually ‘coming to grips’ with the reforms. The aim of this study is to examine the
effects of the reforms on Grampian Region in Scotland during the implementation
period up to 1995. The following chapter therefore sets the scene by presenting an
overview of agriculture in Grampian during the period 1991-95.
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Endnotes

! For a detailed analysis of the problems of European agriculture in the 1930s, see
ECE/FAO (1954).

2 o g :

See Grant (1997) for a brief discussion on present day technological innovation.
As technical progress continues e.g. powered machinery, veterinary drugs, genetic
engineering, the implications of such advances are vast.

3 These objectives are summarised by Butterwick and Rolfe as follows (1968,
p. 6-7):

(1) to increase trade in agricultural products between member countries
and with third countries and eliminate all quantitative restrictions;

(ii)  to maintain a close correlation between structural and market
policies;

(iii) to achieve a balance between supply and demand, avoiding
encouragement of surpluses, and giving scope to the comparative
advantage of each region;

(iv)  to eliminate all subsidies tending to distort competition between one
country or region and another;

v) to improve the rate of return on capital and labour;

(vi)  to preserve the family structure of farming;

(vii)  to encourage rural industrialisation so as to draw away surplus labour
and eliminate marginal farms, and to give special aid to
geographically disadvantaged regions.

4 See, for example, the Wageningen Memorandum (1973) and the Sienna
Memorandum (Ritson, 1984).

5 For an analysis of the problems that these changes in the economy posed for
policymakers, see Marsh (1989).

6 On 1 January 1995 the EU was further enlarged with the accession of Sweden,
Finland and Austria (Norway voted against joining), bringing the number of
member states up to 15, with a total population of 370 million.

7 Rosenthal (1975) examines these ‘multilevel, criss-crossing controversies’ as part of
an examination of decisional processes in the EC.

8 The Times, March 24, 1971.

9 See Chapter 9 which discusses the moderate nature of all CAP reform. It
addresses the issue of radical versus moderate CAP reform and explains why future

reform is also unlikely to be fundamental.

10 Monetary Compensatory Amounts (MCAs) was the system of expensive subsidies
and levies that allowed agricultural commodities to be traded between different

Member States as though common prices existed.

Il There are 50% fewer farmers in the six original members of the Community
today than there were in the 1960s (CEC, 1993a).
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12 See Kay (1998) for an in-depth description of the history of the milk quota
reforms introduced in 1984.

'3 For a detailed account of the policy process as it functioned in the 1984 imposition
of milk quotas, see Moyer and Josling (1990, pp. 66-78).

14 See, for example, Coleman and Tangermann (1999), Kay (1998), Epstein (1997)
and Grant (1997) who examine the causes, both internal and external to the EU,
which led to the MacSharry reforms.

'3 This discussion of the GATT negotiations only covers the details of the Uruguay
Round which occurred before May 1992 as it was this period of the Round which
was relevant as a cause of and influence on the MacSharry reform process. For an
account of the Uruguay Round after the enactment of the MacSharry reforms, see

Kay (1998) who considers the effect of the reforms on the final agreement, and
Hassan (1996).

'® The Cairns Group is the name given to the group of agricultural exporting countries
whose members are Argentina, Australia, Brazil, Canada, Chile, Columbia, Hungary,
Indonesia, Malaysia, New Zealand, the Philippines, Thailand and Uruguay.

17 There is much literature available on the negotiations and issues of the Uruguay
Round of GATT negotiations, including for example, Kay, 1998; Fennell, 1997;
Harvey (1997); Josling et al. (1996); Swinbank and Tanner (1996); Paeman and
Bensch (1995); Ingersent et al. (1994); and, Moyer (1993). See also The Guardian
(21/11/92, p. 40) for a quick summary of the Uruguay Round over the 10 year
period 1982-92.

I8 The USA was first in tabling its proposal in July 1987, followed by the Cairns
group and the EC proposals in October 1987, together with a separate paper by
Canada who, though endorsing the Cairns group proposal, produced its own
proposals in the event of the Cairns group not agreeing on a position. In December
the Nordic countries tabled their proposals with Japan following suit in February
1988. A group of food importing developing countries also met to organise their

ideas.

19 See Moyer and Josling (1990) for the main elements of the most significant of
the six GATT negotiating proposals.

20 See Agra Europe, 3/1/92, ‘GATT: Details of the Dunkel ‘Compromise’ Paper’,
pp. E/1-E/3.

2l See Agra Europe, 27/11/92, pp. E/1-E/4 for the Commission text of the EC-US
bilateral agreement on agriculture.

22 1t was feared that countries such as Australia might argue that the agreement did
not go far enough while Japan might argue it went too far, affecting the Japanese
rice market in ways unacceptable to Japanese farm policy makers. The French
predictably, strongly disagreed with the US-EC accord (see Chamberlain (1993);
Agra Europe, 27/11/92, pp. E/4-E/5; The Economist, 28/11/92, pp. 48-51, The
Economist, 11/9/93, pp. 35-36; The Economist, 23/10/93, p. 46).
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2 The agreement was clarified in order to pacify France and indeed the new
agreement benefited French farmers more than most (The Guardian, 15/12/93, p. 1
and p. 12; The Economist, 18/12/93, p. 44).

2 See Taylor (1993) who examines the highlights of the areas in the GATT

Accord.

%> See also Epstein (1997) who examines the policy process that formed around the
agricultural dossier in France and its links to the policy community model of
decision-making.

2% The olive oil regime had already been reformed in 1990, and the sugar regime in
1991. The regimes for both fresh and processed fruit and vegetables were satisfactory
with production and expenditure under control. Reform in the wine sector would take

place later, being presented and examined separately due to the technical complexities
involved.

27 The average cereal yields in the Community in 1990/91 was between 4.5 and 5
tonnes/hectare, but it must be noted that this figure was subject to fluctuations (from
under 1 tonne to over 10 tonnes/hectare) depending on agronomic conditions and
farm structure.

28 Bovine Spongiform Encephalopathy. See Note 5 in Chapter 7 for more on BSE.
2% COM(91)258, 22 July 1992.

39 Any arable crop, bar fruit and vegetables, forest trees and vines, could be grown
on set-aside land provided each had an eligible end use and that the producer had a
contract with a final processor prior to sowing the crop. Eligible land uses are:

vegetable fats and oils for non-human consumption or animal consumption;
agricultural products providing energy in power stations;

non-food products using sugarbeet;

ethyl alcohol as a means of fuelling motors;

products suitable for starch production aid;

vegetable plaiting aids; and,

plants used generally for perfumery or pharmacy purposes, or for
insecticides and fungicides.

NoWUnkAE LD =

31 OJ L 356, 24/12/91.

32 See Bailey (1992) for a commentary of UK rules in this area.

33 Regulation (EEC) No. 1609/89 of 29 May 1989.

3% Skogstad (1998) cites Agra Europe (No. 1448, 12 July 1991, p. E/1) V\{hi.ch states
that in the absence of reform the CAP budget was expected to be 42.7 billion ECU
in 1997 compared to a guaranteed 37.3 billion ECU following reform.

35 For more analysis on US farm policy in 1996 see Josling (1998) and Paarlberg
and Orden (1996).
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3¢ Skogstad, 1998, p. 473.
37 See OECD (1995, p. 214; 1997, p. 78).

3% Further CAP reform took place in 1995 when the Commission produced its
Agricultural Strategy Paper (CEC, 1995). Although outlining three options for the
future direction of the CAP, this paper was concerned mainly with the difficult
challenges regarding the EU and accession of Central and Eastern European
countries (CEECs) (see also Hartman, 1998; Buckwell and Tangermann, 1997; and,
Grant, 1997). This was also the theme for another reform proposal in 1997 (CEC,
1997) when the Commission published its Agenda 2000 paper (see also MAFF,

1999a, 1999b, 1999¢; Zervondaki, 1999; Ahner, 1998; CEC, 1998; and Meyers and
Womak, 1997).
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Chapter 3

Agriculture in Grampian: An Overview

3.1 Introduction

This chapter is an overview of agriculture in Grampian. It explains the agricultural
situation in the region during the period 1991-95 (which covers the proposals and
introduction of the MacSharry CAP reforms and the implementation period up to
1995 - the final year of the transitional period). The importance of agriculture to the
region is detailed, as is the importance of Grampian agriculture to Scotland.
Grampian is compared to Scotland as a whole as a ‘control’ for measuring the
changes resulting from the reforms. Only those sectors of particular importance to
the region are examined e.g. intensive crops (field vegetables and orchard fruits),
although important in Scotland as a whole, do not account for a large percentage of
agricultural land in Grampian and so will not be discussed.

The general features of Grampian are outlined in Section 3.2 followed by a
short review of the available literature on the subject of Grampian agriculture and
the effects of the MacSharry reforms (Section 3.3). After a brief summary of the
key changes affecting Grampian agriculture (Section 3.4), the chapter goes on to
examine relevant agricultural data in detail. Much of the data presented here is
derived from the Scottish Office Agriculture, Environment and Fisheries
Department (SOAEFD) annual censuses of main holdings, which collect
information on crops and livestock'. Section 3.5 examines the region’s agricultural
structure (land use and tenure, agricultural area, agricultural holdings) and arable
use (cereals, set-aside oilseed rape and woodlands) while Section 3.6 examines the
main livestock sectors in the region i.e. beef, dairy, sheep, pigs and poultry. Section
3.7 describes levels of farm labour in the region, which involves an examination of
full-time and part-time occupiers, and the different types of agricultural labour. The

summary and conclusions are presented in Section 3.8.
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3.2 General Features of the Region

Figure 3.1 Location of Grampian and the other Scottish Regions
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Prior to 1996 a two-tier local authority structure existed in Scotland, where the top
tier was the regional authority (Grampian Region in this case) and the second tier
was the district councils (five in this case: Aberdeen City, Banff & Buchan, Gordon,
Kincardine & Deeside and Moray). Following local government reorganisation in
1996” the two-tier structure was replaced by a one-tier structure and three new
unitary councils emerged: Aberdeen City Council, Aberdeenshire Council and
Moray Council. Because the survey data gathered for this project covers the period
prior to local government reorganisation, reference will mainly be made to the two-

tier system which existed at that time (that is Grampian Region and the five

districts).

Figure 3.2 The districts in Grampian Region

Grampian lies in the north-east corner of Scotland, bounded on two sides by the
North Sea (see Figure 3.1). With an area of 8,700 square kilometres and a
population of over half a million people, Grampian is, in both respects, Scotland’s
third largest Region accounting for 11.1% of Scotland’s land area and 9.71% of its
population.

Prior to reorganisation in 1996, Grampian had five different districts (Figure
3.2). The land area of each district (as at 1991) is shown in Table 3.1. Kincardine
and Deeside was clearly the largest of the five districts whilst the City of Aberdeen

District was the smallest. Table 3.2 shows how the population was spread between



these five districts (using data from the 1991 Census). From this we can see that
while 41% of the Region’s population was located in the City of Aberdeen in 1991,

only 10% were found in the Region’s largest district of Kincardine and Deeside.

Table 3.1 Land area of Grampian districts, 1991

District Acres Hectares Square Square
Miles Kilometres

City of Aberdeen 45,528 18,447 71.22 184.47
Banff & Buchan 377,153 152,634 589.30 1,526.29
Gordon 547,182 221,444 854.97 2,214.37
Kincardine & Deeside 629,743 254,857 983.97 2,548.48
Moray 549,597 222,422 858.74 2,224.14
Grampian Region 2,149,257 869,804 3,358.20 8,697.75

Source: GRC (1994, p.114).

Table 3.2 Population of Grampian Region, 1991

District Population Percentage of

Total
City of Aberdeen 204,885 40.7
Banff and Buchan 85,303 16.9
Gordon 76,642 15.2
Kincardine and Deeside 53,442 10.6
Moray 83,616 16.6
Grampian Region 503,888 100.0

Source: Grampian Business Directory (1995).

In the last two decades oil has played an important part in the economy of the
Region. In 1992 total oil employment (both onshore and offshore) was 52,500
while non-oil employment 190,760. Table 3.3 shows a breakdown of employment
in terms of Grampian’s most important non-oil sectors, clearly showing its diverse
economy ranging from the more traditional agriculture, fishing and distilling

industries to the more recent North Sea Oil related industries.

Table 3.3 Numbers employed in non-oil sectors in Grampian, 1992

Sector Numbers Employed
Agriculture 4,150
Retail 22,440
Food & Fish Processing 11,050
Distilling and Malting 1,805
Construction 14,300
National/Local Government 49,050
Engineering 7,080
Fishing 2,200
Hotel & Catering 16,150
Finance 13,700
Textiles 2,000
Paper 4,200
Total 190,760

Source: Grampian Business Directory (1995, p. 9).
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In terms of agriculture, Grampian is one of Scotland’s most agricultural Regions.
In 1995, three quarters of Grampian’s land area was used as agricultural land, that is
nearly 640,000 ha (SOAEFD, 1995a). Although the agricultural land lies mainly in
the north and east of the Region, the west of the Region also contains very large
upland tracts where only extensive livestock farming is possible. Indeed, 50% of
West Grampian’s land area is upland and over 94% of the land is less favoured
(GRC, 1993). The Region is therefore split into two separate areas in terms of there
being upland and lowland areas. Upland Grampian covers an area of 437,000 ha
rising from 200 metres in places to the 1,400 metre peaks of the Cairngorm
mountain range. Here, Grampian can boast of having two of Britain’s four highest
peaks. This upland area falls in Land Capability Classes 4 to 7 as determined by the
Soil Survey of Scotland (Crabtree et al., 1987). This classification of land is really
only suitable for grazing purposes and therefore livestock rearing is the main
agricultural activity in the area. Class 4 land can be suitable for short arable breaks.
Such arable land tends to be concentrated within the four main river valleys of the
Spey, the Deveron, the Don and the Dee. Virtually all the upland Grampian area is
classified as Less Favoured Area (LFA). Edmond et al. (1993) and Crabtree et al.
(1987) both illustrate that the variation of farm types across the Region forms a
roughly NW-SE divide between LFA and non-LFA farm types.

Climate, altitude and terrain cause severe problems for the farms of Upland
Grampian. Problems include excessive wetness, exposure to wind in all seasons,
severe winter temperatures (with early frosts in sheltered areas) and heavy
snowfalls, particularly in Western parts where there are farms at high altitude (see
Birse and Dry, 1970). All this leads to delayed ploughing as a result of a late spring
and means that the growing season is shortened by up to 40 days compared to parts
of lowland Grampian. Soil erosion and severe slope also cause problems in these
areas and as a result the land is often given over to grouse moors and deer forests.
Overall these major problems mean that higher land is less productive than that of
the lowlands. In addition, the farms of Upland Grampian are disadvantaged by
remoteness from markets and limited opportunities for off-farm activities for further
income generation. Farmers in upland Grampian thus face a variety of problems as
a result of their location. However, lowland farmers are not without their locational
problems either as adverse weather conditions can also affect parts of lowland

Grampian. On the east coast cold south and south east winds can often delay
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growth in spring while later in the year the North Sea haar can inhibit drying and

cause delays in the harvesting of crops.

3.3 Literature on Grampian Agriculture

Much has been written on the history of agriculture and the historical development
of the Common Agricultural Policy (examined in Chapter 2) including texts by
Coppock (1963), Butterwick and Rolfe (1968), Andrews (1973), Marsh and
Swanney (1980), Hill (1984) and Fennell (1987; 1997). By the late 1980s and early
1990s much literature was also available on reform of the CAP such as Pearce
(1981), Ritson (1984), Burtin (1987), Marsh (1989), Moyer and Josling (1990),
Hubbard and Ritson (1991) and de Salis (1991). At the time of commencement of
this research project between 1993-94, a large number of publications had already
examined the recently implemented (1992) MacSharry CAP reforms. Academic
journal articles were particularly plentiful on the subject of reform and the
consequential changes to farming (see for example Bailey, 1992; Haynes, 1992;
Koester and von Cramon-Taubadel, 1992; Rollo, 1992; Tangermann, 1992;
Buckwell, 1993; Copus and Thomson, 1993; Swinbank, 1993) and as the
transitional period progressed and was completed many writers analysed the
reforms in depth (such as Ingersent et al., 1998; Kay, 1998; Ritson and Harvey,
1997; Grant, 1997, and Folmer et al., 1995).

Amongst a very long list of publications on the 1992 CAP reforms, a little
evidence has been offered as to the broad effect of these reforms in different
member states, mainly through the research findings of agricultural economists’.
Baltas (1997) examines the consequences of CAP reform on the peripheral
countries of the EU (Greece, Ireland, Portugal and Spain) but argues that
“[1]iterature related to the effects of CAP reform on the agriculture of the peripheral
countries is rather limited” (p. 334). Other member state studies include Ackrill et
al. (1998), Donaldson et al. (1995), Wallace and Kirke (1993), and Reid (1993).
Unfortunately, some studies carried out in mainland EU countries are published in
languages other than English such as Mothes (1995) and Barlier (1993).

A small number of studies have concentrated on the effects of the reforms in
Scotland. Copus and Tzamarias (1991) presented a paper on the MacSharry reform

proposals of July 1991, examining the changes proposed and estimating their
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impact in Scotland, in terms of output and the effects on farms of different sizes.
Following the introduction of the reforms Skea (1993) assessed the net effect of the
changes on four different types of farm in Scotland. The Scottish Agricultural
College published a discussion document in 1993 summarising work being
conducted at the time by a number of agricultural economists (SAC, 1993).
Following the completion of the transitional period of the reforms, Copus (1997)
assessed their impact on sustainability and cohesion in Scotland, analysing trends in
rural employment, agricultural output and subsidy dependence levels.

Some studies on the impact of reform in Scotland were more specific in that
they examined specific sectors. For example, Ramsay’s (1993) examination of
Prospects for Arable Farmers in Scotland, Cook’s (1993) inquiry on The Prospects
Jor Scottish Livestock Farming, Doyle and Tweddle’s (1993) 4 Look at Dairy
Farming or Mainland’s (1995) study of The Impact of the CAP Reforms on
Scotland’s Poultry Industry. Other research on Scottish agricultural sectors
includes Cook (1992), Dalton (1992), Revell (1992a), Revell (1992b), Skea and
Sutherland (1992) and Middleton (1993).

Whereas, as demonstrated above, some literature is available on the broad
effects of CAP reform at a national level (in particular, on Scottish agriculture), few
studies have attempted to assess the impact of the reforms at a regional level. An
OECD case study on the role of the agro-food sector in the rural economies of two
French regions, Brittany and Burgundy, includes an evaluation of CAP reform in
these regions (OECD, 1998). However, it is the case again that many are written in
foreign languages such as Boussemart et al. (1996), Carles et al. (1995), Campagne
(1994), Carero et al. (1994), Castillo-Valero and Pardo-Piquerar (1994), and
Mormont (1994). In Scotland, regional studies include a postgraduate study by
Cursiter (1993) which examines the effects of the reforms on farming in Orkney,
and Shucksmith (1999) who examines the effects of the reforms on crofting in the
Isle of Skye. Shucksmith finds that taken together with the devaluation of sterling,
CAP reform was found, in the main, to have led to increased net farm incomes, but
to have consequently increased crofters’ dependence on subsidies (this dependency
was also found to be the case in Grampian, as shown in Chapter 4). Another three
main studies (Copus, 1995b; 1995c; and 1997), although examining different
aspects of reform effects on Scotland as a whole, do focus on the individual Scottish
regions, making comparisons between all 12. Therefore, in attempting to review

previous research aimed specifically at examining the effects of CAP reform on
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Grampian Region, it became clear that such research was weak with few studies
having attempted to address this issue. Although one (unpublished) postgraduate
dissertation examined the impact of the reforms on three farm types in north-east
Scotland (Whiting, 1992), it was found that the main published material relating to
CAP reform and its impact on Grampian is contained in reports by Copus (1995¢)
and Copus et al. (1997). Taken together, these reports examine changes in
Grampian agriculture over the period examined in this research, and contain
regional and district data on agricultural land use as well as data on agricultural
output volumes and values. The data they present on agricultural land use is from
the Scottish Office agricultural censuses, which were also widely used for the
purposes of this research project (SOAEFD, 1995a; SOAFD, 1994a; 1993a; 1992a;
1991). However, whilst a large volume of data is comprehensively presented in
these reports, the discussion on each sector is brief with no real in-depth analysis on
changes that have occurred. These reports were published some time after this
research project was initiated and whilst the discussion on changes provided some
new insights on which to draw conclusions on the reforms and their possible impact
on the region, it remained clear that this is an under researched area deserving
significantly more academic attention than previously received.

Furthermore, in addition to the above, little attention has been directed at the
effects of the reforms upon agriculture-related industries at a regional level and,
similarly, at levels of diversification in the region (examined in Chapters 7 and 8,
respectively). There is virtually no published secondary data on agriculture-related
industries at a regional level. Some sources, such as regional employment figures,
provide evidence of a limited kind, but cannot be used for reasons of commercial
confidentiality. Although a little regional data was available for some agriculture-
related industries (such as Agra Europe, 1992; Dean, 1992; Fidgett, 1994; Williams,
1994; Scott and Winstanley, 1997), it was clear that information would have to be
collected by means of primary techniques. The methods used to collect primary
data on this subject and the difficulties encountered in doing so are highlighted in
Chapter 7. In the same way, very little data exists on levels of farm diversification
in any particular region. The few to have been conducted on Scottish regions
include Dalton (1995) who examines alternative farm enterprises in the Scottish
Highlands and Tweed er al. (1994), who examine diversification and farming in
Fife. Some studies have examined diversification in Scotland as a whole* such as

Dalton and Wilson (1989), Davies and Dalton (1993a), Mitchell and Doyle (1993)
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and Wilson (1990). However, there has been no research conducted on levels and
causes of diversification in Grampian Region. One reason for this is probably
because no official statistics exist on the extent of farm diversification and any data
that does exist is deemed to be of a confidential nature and is therefore unavailable.
The main survey conducted for this research project included an examination of
diversification in Grampian and it would appear that this is the only evidence
available on diversification levels. This primary data is presented and discussed in
Chapter 8.

This study therefore provides a contribution to investigating the effects of
CAP reform on agriculture, on agriculture-related industries and on diversification
levels, largely unresearched and unassessed at a regional level. This suggests a

need for more detailed research into these areas at a regional level.

3.4 The MacSharry Reforms in Grampian

Having provided a general description of Grampian Region, the remainder of the
chapter now goes on to establish the extent of changes to Grampian agriculture
since the implementation of the CAP reforms. Chapter 2 examined in detail the
MacSharry CAP reforms announced in May 1992 which effectively limited the
volumes of production of cereals, oilseeds and protein crops (henceforth
abbreviated as COPs), beef and sheep on which subsidies would be paid. To avoid

repetition, the main reforms relating to this research are summarised in Table 3.4°.

Winter (1998, p. 133) suggests:

It is probably fair to say that the key features of the MacSharry reforms are
well known but the details so Byzantine in their complexity as to defy all
but the most dedicated Euro-watchers. Therefore any summary is of
necessity a simplification...

So here, where applicable, only a brief summary of the relevant reform measures
will be given for each sector being examined in order to set the scene before
proceeding to an analysis of changes that may have occurred as a result of such
measures. However, it must be noted and taken into account that change cannot be
attributed solely to CAP reform as other intervening variables also have a part to

play. For example, as noted above, adverse weather conditions can badly affect

agriculture, in particular the arable sectors.
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Table 3.4 Key changes affecting Grampian agriculture under the 1992 CAP reforms

Sector Changes
Arable Support prices reduced by 29%.
Introduction of compulsory set-aside of 15% of COPs area on a rotational
basis.

Introduction of compensation payments to mitigate the effects of lower prices
and set-aside.

Beef Support prices reduced by 15%.

Intervention levels to be cut from 750,000 tonnes to 350,000 tonnes over the
period 1993-96.

Lower quantity ceiling set.
Approximate doubling of BSP and SCP (subject to quantity limits).

Dairy Dairy co-responsibility levy abolished.
Butter intervention price cut by 2%.

Introduction of a calf slaughter premium payable for male dairy breed calves
withdrawn from production before 10 days old.

Sheep Introduction of a ewe premium quota subject to headage limits.

Pigs and Poultry Lower feed costs following reforms to cereal price support.
Lower trading prices for pigmeat and poultry products.

Agri-Environmental | Commission funding for positive environmental management to promote

Measures reduction of farm pollution, extensification of arable and livestock farming,
environmental land use, upkeep of abandoned farmland etc.
Forestry Commission aid scheme to promote: 1) afforestation as an alternative use of

agricultural land; 2) the development of forestry activities on farm.

3.5 Agricultural Structure and Arable Use in Grampian

This section is split into two parts where Part A firstly examines any changes to
Grampian’s agricultural structure, that is area, land use, land tenure, and number
and size of holdings, that have occurred between 1991-95. Part B then examines
the main uses of agricultural land which have been affected by the reforms, that 1s

cereals, oilseed rape, set-aside and farm woodlands.

A. AGRICULTURAL STRUCTURE

3.5.1 Agricultural Area

The total agricultural area of Grampian rose slightly each year over the period
1991-95 and in 1995 remained at just under 639,000 ha (Table 3.5). Grampian
Region accounted for 11% of the total Scottish agricultural area in 1995, a drop of

over 1% from the previous two years.
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Table 3.5 Total agricultural area in Grampian and Scotland, 1991-95

Year Grampian (ha) | Scotland (ha) Grampian as a
% of Scotland
1991 621,374 5,269,574 11.8
1992 629,102 5,297,015 11.9
1993 636,421 5,273,934 12.1
1994 637,468 5,258,559 12.1
1995 638,929 5,836,324 11.0

Source: SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991

3.5.2 Land Use

Table 3.6 below shows how Grampian’s agricultural land was put to use over the
period 1991-95. In 1992 cereals were sown on 137,040 ha but this had fallen to
118,327 ha in 1994, a decrease of almost 15%. This reduction in the area planted
with cereals was a consequence of the introduction of compulsory set-aside of
arable land for larger farmers (see Section 3.5.6). This scheme led to a large
increase in the area of land set-aside, rising from 10,314 ha in 1992 to a peak of
31,990 ha in 1994 (a rise of 209%). By 1995 the set-aside requirement had reduced
and consequently the amount of land set-aside decreased (by 15% to 27,220 ha) and
the cereals area increased (by 12% to 132,829 ha).

Table 3.6 Land use in Grampian Region, 1991-95

Land Use Area (ha)
1991 1992 1993 1994 1995
Cereals 139,013 137,040 124,726 118,327 132,829
Oilseed Rape 16,756 20,844 22,961 27,679 19,390
Potatoes 5,621 6,042 5,989 5,820 6,349
Fodder Crops 11,024 10,869 10,063 9,547 9,311
Field Vegetables 1,707 1,612 1,567 1,665 1,999
Soft and Orchard Fruits 182 152 156 139 129
Improved Grass 196,186 198,781 192,947 192,870 192,197
Rough Grazing 221,091 219,780 220,611 222,693 216,487
Set-Aside 10,314 12,274 32,387 31,990 27,220
Woodlands 10,715 10,700 14,495 16,185 16,895
Other 8,765 11,012 10,523 10,554 16,123
Total Agricultural Area 621,374 629,102 636,421 637,468 638,929

Note:
Source:

Columns may not sum due to rounding of figures.
SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991

The Oilseed Rape crop increased by almost 33% between 1992 and 1994 when it
peaked at 27,679 ha sown. This rise in oilseed rape production was undoubtedly
due mainly to the high area payments per hectare as a result of the reformed arable
regime (see Section 3.5.7 below). The woodlands area also increased significantly
over this period from 10,715 ha to 16,895 ha, a rise of 58%. As discussed in

Section 3.5.8 below it seems highly likely that such increases were as a result of the
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financial assistance made available following CAP reform to encourage new
woodlands on farmland through the Farm Woodland Premium Scheme (FWPS) and
the Woodland Grant Scheme (WGYS).

Table 3.7 below shows how each land use category accounted for a
percentage of the total agricultural area in Grampian between 1991-95. The largest

percentage of land in the Region was taken up as rough grazing, improved grass and

cereals (34%, 30% and 21% respectively in 1995).

Table 3.7 Land use in Grampian Region as a percentage of total area, 1991-95

Land Use Percentage of Total Area
1991 1992 1993 1994 1995

Cereals 224 21.8 19.6 18.6 20.8
Oilseed Rape 2.7 33 3.6 4.3 3.1
Potatoes 0.9 1.0 0.9 0.9 1.0
Fodder Crops 1.8 1.7 1.6 1.5 1.5
Field Vegetables 0.3 0.3 0.3 0.3 0.3
Soft and Orchard Fruits 0.0 0.0 0.0 0.0 0.0
Improved Grass 31.6 31.6 30.3 303 30.1
Rough Grazing 35.6 349 34.7 34.9 33.9
Set-Aside 1.7 2.0 5.1 5.0 4.3
Woodlands 1.7 1.7 2.3 2.5 2.6
Other 1.4 1.8 1.6 1.7 2.5
Total 100 100 100 100 100
Note: Columns may not sum due to rounding of figures.

Source: SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991

In order to demonstrate the importance of Grampian to Scotland in terms of
agricultural land use, Table 3.8 shows how each land use category accounted for a
percentage of the Scottish total between 1991-95. The data shows without a doubt
that Grampian agriculture is of national importance. On average, cereals, oilseed

rape, fodder crops and set-aside accounted for around one-third of the Scottish total.

Table 3.8 Land use in Grampian as a percentage of Scotland, 1991-95

Land Use 1991 1992 1993 1994 1995 Average
1991-95

Cereals 29.7 34.3 344 33.8 31.2 32.7
Oilseed Rape 33.6 36.7 38.3 39.8 37.2 35.9
Potatoes 21.3 21.7 22.5 22.0 224 22.0
Fodder Crops 32.0 33.0 344 34.6 33.0 334
Field Vegetables 14.9 14.4 15.7 15.1 17.4 15.5
Soft and Orchard Fruits 6.1 6.1 6.4 5.8 54 6.0
Improved Grass 18.1 18.2 17.7 17.3 17.3 17.7
Rough Grazing 6.5 6.4 6.5 6.7 6.6 6.5
Set-Aside 36.5 33.5 33.2 323 31.6 33.4
Woodlands 11.5 10.7 12.5 12.5 12.0 11.8

Source: SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991

Grampian also accounted for 22% of Scottish potatoes and nearly 16% of field

vegetables, while up to 12% of Scotland’s farm woodlands were in Grampian.
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Figure 3.3 further illustrates the national importance of Grampian’s agricultural
structure.  Included in the figures are those for agricultural area and agricultural
holdings while the different cereals are shown separately, as are the fodder Crops.

At a glance it is clear that as it stood in 1995 Grampian’s agricultural structure was

of great importance to Scotland as a whole.
Figure 3.3 Grampian’s agricultural structure as a percentage of Scotland, 1995

Agricultural Area (1)

No. of Holdings
20

Improved Grazing (2)
Rough Grazing
Wheat

Triticale

Winter Barley 7

Spring Barl
pring Barley 38

Oats
34

Oilseed Rape (Winter) 30

Oilseed Rape (Spring) 48

Seed Potatoes
32

Early Potatoes

Main Crop Potatoes

Turnips & Swedes (3) 44

Kale & Cabbage (3)

Rape (3)

Other Crops (3)

Set-Aside 32

Vegetables (4)

Soft & Orchard Fruit

Other Crops 29
Woodlands

Percentage

Notes:  Figures rounded to the nearest percentage
(1) Breakdown of crops and fallow, crops and grass, rough grazings, woodlands, roads, yards and
buildings.
(2) Total grass for mowing and total grass for grazing
(3) Arable crops for stockfeeding
(4) Vegetables for human consumption
Source: Derived from SOAEFD (1995a)



3.5.3 Land Tenure

While the area of owner occupied farmland in Grampian and in Scotland as a whole
increased steadily between 1991-92, a subsequent decrease in tenanted land took

place (Tables 3.9 and 3.10). In 1995 two-thirds of Grampian’s farmland was owner

occupied leaving the remaining one-third as rented area (Table 3.10).

percentage of owner occupation is higher in Grampian than in Scotland as a whole

where, in comparison, just under 63% of farmland was owner occupied in 1995.

Table 3.9 Land tenure in Grampian and Scotland, 1991-95

Year Grampian Area (ha) Scotland Area (ha)
Rented Owned Total Rented Owned Total
1991 235,010 386,365 621,374 2,091,756 3,177,818 5,269,574
1992 228,952 400,150 629,102 2,092,512 3,204,503 5,297,015
1993 222,168 414,253 636,421 2,023,132 3,250,978 5,274,110
1994 216,260 421,208 637,468 1,986,003 3,272,556 5,258,559
1995 211,103 422,004 633,107 1,954,637 3,297,958 5,252,595
Source: SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991

Table 3.10 Percentage land tenure in Grampian and Scotland, 1991-95

Year Grampian Scotland
% Rented % Owned % Rented % Owned
1991 37.8 62.2 39.7 60.3
1992 364 63.6 39.5 60.5
1993 349 65.1 384 61.6
1994 339 66.1 37.8 62.2
1995 33.3 66.7 37.2 62.8
Source: SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991

3.5.4 Number and Size of Holdings
(a) Number

Between 1991-95 agricultural holdings in Grampian Region increased by 8% to a
total of 6,703 (Tables 3.11 and 3.12). For Scotland as a whole, the number of
holdings also increased but at a lower rate than that of Grampian (6%). By 1995

Grampian accounted for 20% of Scotland’s agricultural holdings, a figure relatively

unchanged since 1992.

Table 3.11 Number of holdings in Grampian and Scotland, 1991-95

Year No of Holdings - | No of Holdings - Grampian as a
Grampian Scotland % of Scotland

1991 6,185 30,902 20.0

1992 6,399 31,577 20.3

1993 6,520 32,092 20.3

1994 6,648 32,513 20.4

1995 6,703 32,796 20.4

Source:
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Table 3.12 Change in the number of holdings in
Grampian and Scotland, 1991-95

Period Grampian Scotland
% Change 1991-92 34 22
% Change 1992-93 1.9 1.6
% Change 1993-94 1.9 1.3
% Change 1994-95 0.8 0.9
% Change 1991-95 8.4 6.1

Source: SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991

Copus (1995a) and Copus et al (1997) argue that this gradual increase in numbers
of agricultural holdings can be explained by structural adjustments in the farm size
distribution.  For instance, in examining crops and grass size distribution of
Grampian holdings, they show that whilst the numbers of medium sized holdings
have decreased as a result of amalgamating to form larger holdings, the numbers of
small farms (less than 30 hectares) have increased as professionals commuting to

Aberdeen City or working from home form hobby farms.

(b) Size

Between 1991-94 the number of farms of less than 20 hectares, accounting for over
one third of all farms in the Region (Table 3.13), have continued to increase (Table
3.14). In examining the distribution of larger farms, structural change occurred
more expeditiously in Grampian than in Scotland as a whole. For example, in 1994,
18% of all Grampian holdings were made up of farms of more than 100 hectares
compared to the overall average of 16% for Scotland as a whole. In looking at
changes in numbers for these larger farms we find that between 1991-94, Grampian
Region showed higher increases than Scotland as a whole: the number of holdings
between 100-200 hectares increased by over 1.6% and 1.2% respectively, while the

number of holdings over 200 hectares increased by over 8% and 5% respectively.

Table 3.13 Size of holdings in Grampian and Scotland, 1994

Size of Holding Per Cent of Holdings

(ha) Grampian Scotland

>5 17.85 2443

5-10 7.82 8.65

10-20 10.15 10.25

20-30 9.36 7.79

30-50 14.46 12.18

50-100 22.28 19.62

100-200 13.66 12.82

>200 4.42 4.26

Total 100.00 100.00

Source: Copus (1995a)
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Table 3.14 Change in size of holdings in Grampian

and Scotland, 1991-94

Size of Holding Per Cent of Holdings
(ha) Grampian Scotland
>5 51.79 16.47
5-10 28.08 13.02
10-20 1.05 2.74
20-30 -5.18 0.48
30-50 -3.90 -1.98
50-100 -1.73 0.47
100-200 1.57 1.17
>200 8.09 4.92
Source: Copus (1995a)
B. ARABLE USE

3.5.5 Cereals
The MacSharry reforms were directed mainly at the cereals sector, fundamentally
changing the support arrangements. The objectives of the CAP reform package
were to reduce cereal production in the EC by around 10% and to reduce the overall
cost of supporting arable products. This was to be achieved by reducing the target
price for cereals by 29% over the three crop years 1993/4-95/6. Compensatory
arable aid payments would be made direct to farmers, eligibility for which would be
conditional upon participation in the new system of compulsory set-aside for cereal
producers, with the percentage initially set at 15% (with exceptions to this for small
farmers). The set-aside scheme is discussed in detail in Section 3.5.6 below.

Table 3.15 below shows the different cereal crops sown in Grampian in
1995 and shows the area sown as a percentage of the Scottish total. Grampian
clearly accounted for a large proportion of Scotland’s total cereals area in 1995:
18% of wheat crops; 38% of Spring barley and 27% of Winter barley; 34% of oats;
18% of triticale; and 7% of mixed grain for threshing. In total, Grampian’s cereals

accounted for over 31% of Scotland’s total cereals in 1995 (Table 3.16), having

dropped slightly from the previous few years.
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Table 3.15 Cereals area sown in Grampian and Scotland, 1995

Cereal Type Area Sown (ha) Grampian as a
Grampian Scotland % of Scotland

Wheat 19,803 108,379 18
Spring barley 88,485 231,934 38
Winter Barley 15,815 57,993 27
Oats 8,454 25,179 34
Triticale 227 1,232 18
Mixed Grain 43 595 7
for Threshing
Source: SOAEFD (1995a)

Table 3.16 Total cereals area sown in Gram

ian and Scotland, 1991-95

Year Area Sown (ha) | Area Sown (ha) - | Grampian as a

— Grampian Scotland % of Scotland
1991 139,013 467,471 29.7
1992 137,040 399,161 343
1993 124,726 362,040 344
1994 118,327 349,638 33.8
1995 132,829 425,312 31.2

Source: SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991

The percentage change in cereals area sown over the period 1991-95 is shown in
Table 3.17 below. It shows how the total cereals area in the region rose by nearly
11% between 1994-95. There is clearly a marked difference between this period
and that of 1993-94 when the cereals area of the region contracted by 5%, and even
more so between 1992-93 when a decrease of 9% took place, the greatest reductions
having been in winter cereals. Copus (1995a) suggests a number of explanations
for these reductions. Firstly, he argues that the reductions over the period 1992-93
are mainly as a result of the introduction of rotational set-aside. He then gives two
explanations for the reductions that took place over 1993-94. Firstly, he suggests
that farmers had come to realise that the reformed arable regime which was
expected to bring lower prices favoured spring sown crops (especially spring
oilseed rape) because of their lower variable costs over winter sown cereals.
Secondly, he suggests that intervening variables i.e. the very poor weather in the

autumn of 1993, also contributed to the reductions in winter-sown cereals for the

period 1993-94.

Table 3.17 Change in total cereals area sown in
Grampian and Scotland, 1991-95

Period Grampian Scotland
% Change 1991-92 -1.4 -14.6
% Change 1992-93 -9.0 -9.3
9% Change 1993-94 -5.1 -34
9% Change 1994-95 10.9 17.8
% Change 1991-95 -4.4 -9.0

Source:

SOAEFD, 1995a;

SOAFD, 1994a, 1993a, 1992a, 1991
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3.5.6 Set-Aside

Prior to the set-aside regulations introduced by the 1992 CAP reforms, a voluntary
five-year set-aside scheme had been operating in the UK by MAFF since September
1988°. Farmers could choose whether or not to take advantage of set-aside schemes
on the basis of the incentives offered. This scheme required that at least 20% of the
arable land must be taken out of agricultural production for a period of five years
and could only be used for three purposes: fallow, non-agricultural use and
woodlands. The MacSharry reforms then introduced a compulsory set-aside system
for all arable land, that is COPs plus land previously set-aside’. The set-aside
percentage was initially set at 15%, but was subsequently reduced to 12%?® and then
10% (and further reduced to 5% for the 1996-97 crop year). In return farmers
would receive compensation through direct income payments. Only ‘large’ farmers
must set-aside land: small-scale producers not producing more than 92 tonnes of
cereals per annum (equivalent to approximately 20 hectares at the Community
average yield) were exempt from set-aside. The main objectives of the set-aside
scheme were to reduce production and price support costs, to stabilise and maintain
farmers’ incomes, and to provide environmental benefits’. The scheme prohibited
the input of most fertilisers and herbicides and all fungicides and insecticides and
set-aside land had to be kept in good agricultural condition. Food crops must not be
produced on set-aside land but the regulations do allow the growing of non-food
crops'®.

Eligible producers were entitled to claim compensatory payments under the
Arable Area Payment’s Scheme (AAPS) which required the submission of detailed
farm maps and supporting information under the Integrated Administration and
Control System (IACS)“. The IACS forms were long and complicated and had to
be submitted by a deadline date (the first of these was by May 15, 1993). They
were dreaded by most (see Hankey, 1993) and terms like “Doomsday” forms
(Richardson, 1993) and “Mad Form Disease” (Blackbeard, 1994) became common.
Farmers who did not participate in the set-aside scheme were denying themselves
the right to compensation to commodity prices that would be 30% lower by 1995.
It was believed that many farmers who did not return their forms did not realise
what was at stake'2. Richardson (1993) talks of a 150-acre farmer who did not fill
in his IACS forms “on principle”. He lost an estimated £6,000 worth of EU

subsidies in 1993.
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Buckwell (1992) estimates the total set-aside area in the UK following CAP reform,
based on the area of COPs in 1989 (Table 3.18). If all farmers were to choose this
option and fully implement their obligations, the UK would have a set-aside area of
around 630,000 ha. Set-aside would thus rank as the third largest crop after wheat
and barley. Such estimates turned out to be very accurate. Winter (1998) shows
that the total set-aside area in the UK was 571,481 ha in 1992/93, reaching a peak of
653,034 ha in 1993/94 and then falling to 595,436 ha following the reduction in the
set-aside rate for 1994/95. It was estimated that in Scotland set-aside would lead to
approximately an 8-10% reduction in cropping area (Walker, 1993). With Scotland
growing over half a million ha of COPs, this meant the arable cropping would be
reduced by up to 50,000 ha. In actual fact, the total set-aside area in Scotland was
90,153 ha in 1993, rising to 93,162 ha in 1994 and dropping to 80,424 ha in 1995
(SOAEFD, 1995a; SOAFD, 1994a, 1993a).

Table 3.18 Maximum potential set-aside area in the UK and EC-12

Total Eligible Percentage Area Liable Set-aside Percentage of
Area COPs Liable to Set- | to Set-aside Area Set-aside
aside
‘000 ha % ‘000 ha ‘000 ha %
United Kingdom 4,432 94.5 4,190 629 16.8
EC-12 41,635 59.7 24,869 3,730 100.0

Source: Buckwell (1992)

The area set-aside in Grampian between 1992-95 (set-aside breakdown for 1991
was not available) is shown in Table 3.19 below. Following the massive increase of
nearly 66% in the area set-aside between 1992-93 (from 10,527 ha to 30,905 ha),
the total area of set-aside in Grampian declined very slightly between 1993-94
(-0.4%) and then went on to decline significantly between 1994-95 with a fall of
almost 16% (Tables 3.19 and 3.20). Similar changes took place for Scotland as a
whole over this period. As a percentage of Scotland, Table 3.19 shows how
Grampian accounted for nearly 37% of Scotland’s set-aside area in 1992 but only
accounted for a little over 32% in 1995. Such reductions in set-aside area, both

regionally and nationally, are a reflection of the changes in the Arable Payment set-

aside rate as discussed above.
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Table 3.19 Set-aside in Grampian and Scotland, 1992-95

Year Area (ha) - Area (ha) - Grampian as a
Grampian Scotland % of Scotland

1992 10,527 28,782 36.6

1993 30,905 90,153 343

1994 30,788 93,162 33.1

1995 25,996 80,424 32.3

Source: SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a

Table 3.20 Change in set-aside in Grampian and Scotland, 1992-95

Period Grampian Scotland
% Change 1992-93 65.9 68.1
% Change 1993-94 -04 3.2
% Change 1994-95 -15.9 -13.7

Source: SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a

3.5.7 Oilseed Rape

The oilseeds sector was reformed in 1991 and so the CAP reforms did not alter the
new regime introduced for the 1992 harvest year except to include oilseeds in the
base area used to calculate the 15% set-aside. Area payments were to be similar but
larger than those for cereals, and would be available on the condition that producers
cross-complied with arable set-aside.

As noted by GRC (1992) oilseed rape in the early 1990s “provided the most
significant and ... controversial change in Grampian’s farming landscape” (p.iii).
From growing no oilseed rape in 1982, Grampian saw the area sown with this crop
grow rapidly from 6,150 ha in 1986 to a peak of 27,679 ha in 1994 (accounting for
40% of the Scottish total). Indeed, over the period 1991-95 Grampian dominated
Scotland’s oilseed rape production. This is shown clearly in Figure 3.3 above
where it is seen that in 1995 winter oilseed rape accounted for 30% of the Scottish
total while spring oilseed rape accounted for 48% of the Scottish total. For total
oilseed rape production, Tables 3.21 and 3.22 below show how production in both
Grampian and Scotland rose between 1992-93 (by 9.2% and 5.1% respectively),
rising ever further between 1993-94 (by 17.0% and 13.9% respectively). Although
oilseed rape yields are higher in Scotland than in any other part of the EU due to
higher solar radiation and superior rainfall distribution (GRC, 1995), such
expansion in oilseed rape production in Grampian during the period up to 1994 was
undoubtedly due to the high area payments per hectare under the reformed arable
regime. However, these rises were followed by a dramatic fall of almost 30% in

production between 1994-95 (Table 3.22). Overall production in Scotland also fell
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dramatically but by slightly less at just over 25%. It seems highly likely that such
dramatic decreases were due to enticing malting barley prices resulting in spring
oilseed rape being replaced by spring barley (Copus et al, 1997). If barley prices

dropped again, it would be expected that growers would go back to rape planting,

Table 3.21 Oilseed rape production in Grampian and Scotland, 1991-95

Year Area Sown (ha) | Area Sown (ha) - Grampian as a
- Grampian Scotland % of Scotland

1991 16,756 49,895 33.6

1992 20,844 56,859 36.7

1993 22,961 59,925 383

1994 27,679 69,619 39.8

1995 19,390 52,122 37.2

Source: SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991

Table 3.22 Change in oilseed rape production in
Grampian and Scotland, 1991-95

Period Grampian Scotland
% Change 1991-92 244 14.0
% Change 1992-93 9.2 5.1
% Change 1993-94 17.0 13.9
% Change 1994-95 -29.9 -25.1
% Change 1991-95 15.7 4.5

Source: SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991

3.5.8 Woodlands
The EU does not have a common forestry policy but it does have many relevant
forestry measures in place for this sector as forestry is the main alternative to
agriculture for land use in rural areas. In 1995 forestry, totalling an area of over 48
million hectares, accounted for around 20% of the total land area of the EU'
(Psaltopolous and Thomson, 1995). Following CAP reform in 1992, financial
assistance towards the creation of new woodlands and forests on agricultural land
became available (Regulation 2080/92). FEOGA contributions would be up to
ECU 3,000 per ha for softwoods, ECU 4,000 per ha for broadleaves, and ECU 600
per ha for five years to offset loss of farming income (CEC, 1994). EC aid to UK
forestry was around £8 million in 1993-94 (HMSO, 1994). Forestry is also affected
by other CAP reform measures, in particular set-aside where from June 1995
forestry (short rotation crops) can be an alternative use of agricultural land.

In the UK, the Farm Woodland Premium Scheme (FWPS)" falls under the
auspices of the CAP. This is a voluntary scheme that offers annual payments in

return for converting agricultural land to woodland. Applications to the FWPS
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must already have been authorised for the Woodland Grant Scheme (WGS)'S, and
eligibility is dependent on satisfying a number of requirements (Crabtree er al,
1997). Following CAP reform and its adjustment pressures, such a scheme
provided incentives for farmers to diversify their income. Forestry is particularly
attractive in areas of low agricultural productivity which is often in upland areas.
Uptake of the scheme, especially by those farmers facing income problems, would
contribute to the wider income support objectives of the CAP. Furthermore,
forestry also offers local employment during planting and harvesting operations.
Indeed, Psaltopolous and Thomson (1995) stress the importance of the forestry
industry from an economic perspective'’:

. it provides raw material to important downstream sectors as well as
upstream direct and contract labour often located in areas where alternative
employment would be hard to provide (p. 31)

However, as Crabtree et al (1997) and Crabtree (1995) point out, as a form of
diversification timber production through the FWPS does not offer an immediate
solution to farmers under financial pressure from agricultural policy reform.
Timber production involves long-term investment and uneven cash flows, which

means it has limited attraction as an alternative crop. This explains why forestry is

confined mainly to poor agricultural land.

Table 3.23 Woodlands area in Grampian and Scotland, 1991-95

Year Area (ha) - Area (ha) - Grampian as a
Grampian Scotland % of Scotland

1991 10,715 93,313 11.5

1992 10,700 99,821 10.7

1993 14,495 115,777 12.5

1994 16,185 129,581 12.5

1995 16,895 140,410 12.0

Source: SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991

In 1995 woodland accounted for 18% of Grampian’s land area, covering about
160,000 ha (Clark, 1995). Of this total, farm woodland accounted for around 10%
(16,895 ha as shown in Table 3.23). Farm woodland area increased by nearly 58%
between 1991-95, increasing from 10,715 ha in 1992 to 16,895 ha in 1995 (Tables
3.23 and 3.24). Over the same period, Scotland as a whole saw the farm woodland
area increase by over 50%. Grampian’s woodland area accounted for 12% of the
Scottish total in 1995, no real change from the previous two years but an increase

from 1992 (Table 3.23). Such increases in farm woodland were most likely
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attributable to the success of the FWPS and the WGS. In particular, the FWPS had

coincided with a period of depressed farm incomes and land prices (Clark, 1995).

Table 3.24 Change in woodlands area in Grampian
and Scotland, 1991-95

Period Grampian Scotland
% Change 1991-92 -0.1 7.0
% Change 1992-93 26.2 13.8
% Change 1993-94 104 10.7
% Change 1994-95 4.2 7.7
% Change 1991-95 57.7 50.5

Source: SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991

3.6 Livestock in Grampian

3.6.1 Numbers and Type
Before examining the effects of the CAP reforms on livestock farming in Grampian
(see Table 3.4 above for a summary of the key changes), it is necessary first to
define and examine the main types of livestock in the region. This section therefore
looks at livestock numbers in Grampian and examines the importance of livestock
farming in Grampian to Scotland over the period 1991-95. Figure 3.4 below shows
how Grampian livestock stood in relation to Scotland as a whole in 1995. Included
are figures for horses, goats and deer but these types of livestock will not be
examined any further as numbers are low overall and as yet, they do not play a large
part in farming in the country.

As shown in Figure 3.4 (and Tables 3.25 and 3.26 below), Grampian in
1995 had 10% of Scotland’s dairy cattle, accounted for 24% of its beef cattle and
8% of its sheep flock. Pigs are particularly prevalent in Grampian, accounting for
over 53% of the Scottish total in 1995. Grampian also accounted for almost a fifth
of Scotland’s poultry in 1995. Over the period 1991-95, numbers remained
relatively stable for cattle, pigs and poultry, but the sheep flock declined steadily.
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Figure 3.4 Grampian livestock as a percentage of Scotland, 1995
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Notes:  Figures are rounded to the nearest percentage
(1) Figures for dairy cattle are comprised of totals for cows and heifers in milk, cows in calf but not in
milk and heifers in calf
(2) Figures for beef cattle are comprised of totals for the beef breeding herd plus feeding cattle
(3) Figures for sheep are comprised of totals for ewes for breeding, rams for service, other sheep one
year and over and other sheep under one year
(4) Figures for pigs are comprised of totals for breeding pigs, gilts 50kg and over not vet in pig but
expected to be used for breeding, boars for service, barren sows for fattening and other pigs
(5) Figures for poultry are comprised of totals for fowls laying eggs for eating, fowls for breeding,
broilers and other table birds and other poultry

Source: Derived from SOAEFD (1995a)

Table 3.25 Livestock numbers in Grampian, 1991-95

Livestock 1991 1992 1993 1994 1995

Beef Breeding Herd 112,906 117,560 120,359 120,619 121,609
Feeding Cattle 146,993 150,363 136,070 137,244 128,203
Dairy Breeding Herd 33,331 32,823 32,444 32,773 32,635
Total Cattle' 381,115 435,405 414,273 414,146 401,004
Ewes for Breeding 310,633 314,874 311,920 300,104 284,587
Lambs 438,087 444,712 444,679 416,781 395,153
Total Sheep2 824,174 831,997 821,379 784,311 742,919
Total Pigs 271,933 288,354 299,052 282,875 295,250
Total Poultry 2,337,707 2,755,929 2,505,147 2,726,487 2,911,964

Note: 'Total Cattle = Beef Breeding Herd + Feeding Cattle + Dairy Breeding Herd + [Total Bulls for
Service + Dairy and Beef Cattle under one year old].
Total Sheep = Ewes for Breeding + Lambs + [Rams for Service + Other Sheep one year old and
over].

Source: SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991



Table 3.26 Grampian livestock as a percentage of Scotland, 1991-95

Livestock 1991 1992 1993 1994 1995
Beef Breeding Herd 18.6 19.0 19.5 19.2 19.3
Feeding Cattle 32.0 32.4 315 31.1 297
Dairy Breeding Herd 9.6 9.7 9.5 9.6 9 6
Total Cattle' 20.4 20.7 20.1 19.9 19.5
Ewes for Breeding 8.0 8.1 8.1 7.9 7.;5
Lambs 9.0 9.2 94 9.0 8.7
Total Sheep’ 8.4 8.6 8.6 8.3 8.0
Total Pigs 55.2 56.7 56.0 52.0 53.3
Total Poultry 17.0 18.6 16.7 18.6 19.5

Note: ITOté'll Cattle = Beef Breeding Herd + Feeding Cattle + Dairy Breeding Herd + [Total Bulls for
Service + Dairy and Beef Cattle under one year old].

2Totalll Sheep = Ewes for Breeding + Lambs + [Rams for Service + Other Sheep one year old and
over].

Source: SOAEFD, 1995a; SOAFD, 1994a, 19932, 1992a, 1991

3.6.2 Dairy

The CAP reforms left the dairy sector relatively untouched, compared to other
sectors (Ingersent ef al., 1998). The dairy quota regime was left virtually intact
with no cuts for 1992/93 but a 1% cut for the next three years, compensated by a
4p/litre/year for 10 years. The dairy co-responsibility levy was to be abolished in
1993 and butter prices were to be cut by 2.5% in 1993/94 and 1994/95. The main
implication of these changes was the removal of the threat of general pressure on
dairy producers to diversify into cereal, beef or sheep. A calf slaughter scheme was
also introduced paying £80 per male calf. This scheme would be attractive in the
case of particularly poor quality calves.

As shown in Table 3.27, Grampian’s dairy sector accounted for almost 10%
of the Scottish total in 1995, remaining relatively unchanged from 1992. In
Grampian, the dairy herd decreased by almost 2% in 1992-93 followed by a rise of
1% between 1993-94 (Table 3.28). This is in line with the rest of the UK where a
marginal increase in dairy cow numbers occurred in 1994. The Farm Animal
Welfare Council (FAWC, 1997) suggest that such an increase was partly as a result
of European imports (mainly from Holland) and also because of an increase in
home-bred heifers. This was stimulated by good levels of profitability and the
anticipated increase in milk price due to the forthcoming de-regulation in the milk
market. With average milk yields per cow increasing (from 4,940 litres in the
production year 1983/84 to 5,395 litres in 1995), and with milk quota limits on
national milk output, the natural consequence is a further reduction in herd
numbers. Between 1994-95 Grampian’s dairy numbers fell again but at a lesser rate

of under 1% (in comparison Scotland as a whole saw increases of over 4%).
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Changes in Grampian are in line with findings by Meyers er al. (1998) who found

that overall, only relatively small changes in production took place in the EU dairy

sector.

Table 3.27 Dairy herd in Grampian and Scotland, 1991-95

Year Dairy Herd - | Dairy Herd - Grampian as a
Grampian Scotland % of Scotland

1991 33,331 347,685 9.6

1992 32,823 339,700 9.7

1993 32,444 340,360 9.5

1994 32,773 324,468 9.6

1995 32,635 339,331 9.6

Source: SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991

Table 3.28 Change in dairy herd in Grampian
and Scotland, 1991-95

Period Grampian Scotland
% Change 1991-92 -1.5 2.3
% Change 1992-93 -1.6 0.2
% Change 1993-94 1.0 -0.6
% Change 1994-95 -0.4 4.4
% Change 1991-95 -2.1 -2.4

Source: SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991

3.6.3 Beef

CAP reform dramatically affected the beef support system through a number of key
measures. The support price was cut by 15% over three years from 1993.
Intervention levels were to be reduced from 750,000 tonnes in 1993 to 350,000
tonnes in 1997 (with a safety net intervention to apply when market prices fell
below 60% (previously 72%) of intervention price). To compensate for such price
cuts, cattle headage rates (Suckler Cow Premium (SCP) and Beef Special Premium
(BSP)) were approximately doubled but were subject to tighter qualifying
restrictions: 1) total regional payments are restricted to the regional reference herd;
2) the BSP is paid only on the first 90 male animals (at 10 months and 22 months of
age); 3) a condition of the scheme is a maximum stocking rate requirement (3.5
livestock units/ha in 1993 reducing to 2.0 livestock units/ha in 1996). Those
producers with low stocking rates are eligible for an additional payment (or
extensification premium). Additional Hill Livestock Compensatory Allowance
payments (HLCAs) are payable within less favoured areas (LFAs). Taking all these

measures into account, it is argued overall, that the beef CAP reforms were the most

confusing for producers (Allen, 1993, p. 18):
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Beef producers have been saddled with the most complicated CAP reform
packgge of any sector of farming. They face lower intervention prices,
restricted intervention purchases, farm and regional numbers limits on beef
premiums, suckler cow quotas, stocking rate ceilings on premium
payments which pull dairy cows and ewes into the calculation as well as
beef cattle, and a new extensification premium,
As mentioned above, two categories of cattle qualify for beef headage payments:
suckler cows and ‘male bovine animals’ (bulls and steers). Changes that have

occurred in these herds in Grampian are now examined.

(a) Beef Breeding Herd

The beef breeding herd in Grampian saw an increase in numbers between 1992-93
(2.3%) and again in 1993-94, although at a lesser rate (0.2%). At the same time
Scotland as a whole experienced a fall in numbers (-0.4%) followed by a substantial
increase of 2% the following year (Table 3.30). Rises continued to take place
between 1994-95 at both the regional and national level (0.8% and 0.2%
respectively). The relative stability between 1993-95 is a reflection of the
favourable impact of the SCP. Taking the beef breeding herd in Grampian as a

percentage of Scotland, the situation has not really changed over the four year

period examined, remaining at a little over 19% in 1995 (Table 3.29).

Table 3.29 Beef breeding herd in Grampian and Scotland, 1991-95

Year Beef Breeding Herd | Beef Breeding Herd | Grampian as a
-Grampian - Scotland % of Scotland

1991 112,906 608,526 18.6

1992 117,560 618,348 19.0

1993 120,359 616,060 19.5

1994 120,619 628,913 19.2

1995 121,609 629,916 19.3

Source:

SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991

Table 3.30 Change in beef breeding herd in

Grampian and Scotland, 1991-95

Period Grampian Scotland
% Change 1991-92 4.1 1.6
% Change 1992-93 2.3 -0.4
% Change 1993-94 0.2 2.1
% Change 1994-95 0.8 0.2
% Change 1991-95 7.7 3.5

Source:

SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991
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(b) Feeding Cattle

Feeding cattle in both Grampian and Scotland decreased quite dramatically between
1992-93 (-9.5% and -6.8% respectively). However, between 1993-94 Grampian
saw an increase of almost 1% whilst the Scottish total increased by over 2% (Table
3.32). It is likely that this increase in the feeding cattle herd is a consequence of the
increase in the beef breeding herd which had taken place the previous year, the
offspring of which would probably be kept so as to claim second instalments of
BSP (Copus, 1995a). In the following period 1994-95 the Region saw quite a
substantial reduction in its feeding cattle herd, decreasing by nearly 7% compared
to a national decrease of over 2%. By 1995, Grampian’s herd as a percentage of the

Scottish total was almost 30%, having fallen from over 32% in 1992 (Table 3.31).

Table 3.31 Feeding cattle in Grampian and Scotland, 1991-95

Year Feeding Cattle — | Feeding Cattle - Grampian as a
Grampian Scotland % of Scotland

1991 146,993 459,771 32.0

1992 150,363 463,540 324

1993 136,070 431,973 31.5

1994 137,244 441,740 31.1

1995 128,203 431,917 29.7

Source: SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991

Table 3.32 Change in feeding cattle in Grampian
and Scotland, 1991-95

Period Grampian Scotland
% Change 1991-95 2.3 0.8
% Change 1992-93 -9.5 -6.8
% Change 1993-94 0.9 23
% Change 1994-95 -6.6 -2.2
% Change 1991-95 -12.8 -6.1

Source: SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991

3.6.4 Sheep

In the sheep sector, very modest changes occurred with CAP reform modifying the
existing regime that had been reformed in 1991. A ewe premium quota was
introduced with limits on headage payments (1,000 ewes in LFAs and 500 ewes on
lowlands) via the Sheep Annual Premium Scheme (SAPS). Above these limits, the
ewe premium was 50% of the full rate. The premium quota was now based on
premiums paid in the 1991 marketing year. A producer may trade his ewe premium
quota but 15% of all transfers must be surrendered to the national reserve (for the

benefit of new entrants). It was hoped that the premium entitlement would be a
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strengthening asset in particular to producers in the hills and uplands (Measures,
1992). However, the Meat and Livestock Commission (MLC) argued that the
introduction of the individual producer flock limits would greatly reduce the
incentive to expand production (MLC, 1992a). Furthermore, the new definition of
eligible ewe could stop a large number of animals from getting the ewe premium!®,
Initially it was expected that in the short term ewe numbers would remain
static as producers assessed the effects of the CAP reforms on their business (MLC,
1992¢). What did occur was an increase in the UK breeding flock as producers held
onto ewes given the uncertainty over CAP reform (MLC, 1992b). As shown below,
Grampian saw an increase in breeding ewes between 1991-92, with a rise of 1.4%,
higher that that for Scotland as a whole which saw a rise of just 0.2% (Table 3.38).
However, Grampian’s sheep and lamb numbers then declined every year between
1992-95 (Tables 3.33 and 3.34). The Scottish total also declined but at a lesser rate
than that of Grampian. Breeding ewes in Grampian fell by almost 1% between
1992-93.  As reported by the MLC, many producers were being pushed out of
production due to falling profitability, even in heavily supported hill areas (MLC,
1993). In 1994 breeding ewe numbers fell by almost 4% in Grampian, decreasing
less in Scotland generally (-1.3%). This year was also the worst for the lamb crop,
decreasing by over 6% in Grampian (almost 3% in Scotland as a whole). The main
factors causing the decline in breeding ewe numbers were: the high level of ewe
cullings; the removal of ewes from flocks where ewe premium half rights were
converted to full rights; and the move to use premium to cover ewe lambs (MLC,
1994d). For the lamb crop, decreases were due to the combination of the reduced
breeding flock and lower productivity, the cause of which was poorer condition of

ewes due to a wet autumn and losses in cold, wet weather at lambing.

Table 3.33 Ewes for breeding in Grampian and Scotland, 1991-95

Year Ewes for Breeding | Ewes for Breeding | Grampian as a
- Grampian - Scotland % of Scotland

1991 310,633 3,863,878 8.0

1992 314,874 3,873,695 8.1

1993 311,920 3,853,270 8.1

1994 300,104 3,804,729 7.0

1995 284,587 3,727,568 7.6

Source: SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991

In total, the period 1991-95 saw Grampian’s sheep numbers decline by over 8%

while lamb numbers fell by over 6%; in Scotland numbers declined by over 4% and
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6%, respectively. As noted, such a fall in numbers was due to a variety of factors,

some relating to CAP reform while others were unrelated such as bad weather at

lambing.

Table 3.34 Lambs in Grampian and Scotland, 1991-95

Year Lambs — Lambs — Grampian as a
Grampian Scotland % of Scotland

1991 438,087 4,842,982 9.0

1992 444,712 4,819,869 9.2

1993 444,679 4,755,896 94

1994 416,781 4,628,904 9.0

1995 395,153 4,548,798 8.7

Source: SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991

Table 3.35 Change in sheep in Grampian and Scotland, 1991-95

Period Ewes for Breeding Lambs
' Grampian | Scotland | Grampian | Scotland
% Change 1991-92 1.4 0.2 1.5 -0.5
% Change 1992-93 -0.9 -0.5 0.0 -1.3
% Change 1993-94 -3.8 -1.3 -6.3 2.7
% Change 1994-95 -5.2 -2.0 -5.2 -1.7
% Change 1991-95 -8.4 -3.5 -6.1 -6.1

Source: SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991

3.6.5 Pigs

Pig farming was not the subject of CAP reform but the sector was affected in that it
would benefit from changes to the cereals regime i.e. reduced feed costs. Because
around half of the feed requirement for pigs (and poultry) comes from cereals
(Ackrill et al., 1998), pig producers would see large savings, likely ultimately to be
passed on in lower pigmeat prices.

Table 3.36 shows the importance of Grampian to the Scottish pig industry,
accounting for over 53% of the Scottish pig population in 1995. Although the
Region’s pig population had fallen by over 5% between 1993-94 (Copus (1995a)
believes that this reduction was most likely due to a combination of blue ear
disease'® and low pigmeat prices), an increase of over 4% took place between 1994-
95 giving Grampian a total of nearly 300,000 pigs (Tables 3.36 and 3.37). Between
1993-94 the Region’s share of the Scottish total fell from 56% to 52%, but rose

again to over 53% in 1995.
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Table 3.36 Pig population in Grampian and Scotland, 1991-95

Year Pigs - Pigs - Grampian as a
Grampian Scotland % of Scotland

1991 271,933 493,025 55.2

1992 288,354 508,605 56.7

1993 299,052 533,754 56.0

1994 282,875 543,555 52.0

1995 295,250 553,960 53.3

Source: SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991

Table 3.37 Change in pig population in Grampian and Scotland, 1991-95

Period Grampian Scotland
% Change 1991-92 6.0 3.2
% Change 1992-93 3.6 4.7
% Change 1993-94 -5.4 1.8
% Change 1994-95 4.2 1.9
% Change 1991-95 8.6 12.4

Source: SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991

3.6.6 Poultry

As with pig farming, the poultry sector was not directly affected by CAP reform,
but would similarly benefit from lower feed costs. Lower trading prices for poultry
products was expected.

In 1995 poultry in Grampian accounted for 20% of Scotland’s population, a
rise of 1% from the previous year (Table 3.38). Although production in Grampian
fell by 9% in 1992-93, a rise of 9% took place between 1993-94, with a further rise
of over 6% occurring in 1994-95 (Table 3.39). As seen in Table 3.38, these rises
are substantially higher than those taking place in Scotland as a whole and in 1995

Grampian had a total poultry flock of over 2.9 million.

Table 3.38 Poultry in Grampian and Scotland, 1991-95

Year Poultry - Poultry - Grampian as a
Grampian Scotland % of Scotland

1991 2,337,707 13,730,247 17.0

1992 2,755,929 14,814,552 18.6

1993 2,505,147 14,999,101 16.7

1994 2,726,487 14,638,539 18.6

1995 2,911,964 14,952,919 19.5

Source: SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991
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Table 3.39 Change in poultry in Grampian and
Scotland, 1991-95

Period Grampian Scotland
% Change 1991-92 17.9 7.9
% Change 1992-93 9.1 1.2
% Change 1993-94 8.8 2.4
% Change 1994-95 6.4 2.1
% Change 1991-95 24.6 8.9

Source: SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991

3.7 Farm Labour in Grampian Region

This section begins with an examination of farm occupiers in Grampian, showing
changes in full-time and part-time occupiers over the period 1991-95. The
remainder of this section then focuses on the agricultural labour types on Grampian
farms i.e. spouses, casual and seasonal labour, hired and family labour, and

examines structural changes that have taken place over the period in question.

3.7.1 Occupiers
In the period 1980-91 Grampian Region experienced a high rate of growth (49%) in
the proportion of farm occupiers who were part-time (Edmond ef al., 1993). In the
year 1990-91 alone the percentage of part-time occupiers in the Region increased by
15% while full-time occupiers decreased by 11%. However, between 1991-93 this
trend was reversed as part-time occupiers fell by nearly 9% (Table 3.42), perhaps
reflecting a decline in off-farm employment opportunities during the recession
(Copus, 1995a). Then between 1993-94, although the number of part-time
occupiers in Grampian fell by 1%, the actual percentage of part-time occupiers rose
to 41% while full-time occupiers fell to 59% (Tables 3.41 and 3.42). It is suggested
that this growth in the part-time sector was perhaps a reflection of recovery in the
regional economy (Copus, 1995a). Between 1994-95, the percentage of part-time
occupiers rose again to almost 43%, while full-time occupiers fell to just over 57%
(Table 3.41). By 1995 there were 2,532 full-time occupiers in the Region compared
to 1,877 part-time occupiers (Table 3.40). Copus et al. (1997) suggest that this
continued increase in part-time farming could have been due to off-farm
employment opportunities within commuting distance.

If occupiers in Grampian are taken as a percentage of Scotland as a whole, it

can be seen that Grampian accounted for nearly 19% of part-time occupiers in
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Scotland in 1991, rising to 20% in 1995 (Table 3.41). For full-time occupiers, the
percentage has fallen from under 22% in 1991 to almost 21% in 1995.

Table 3.40 Occupiers in Grampian, 1991-95

Year Occupiers in Grampian Occupiers in Scotland
Full-Time | Part-Time | Total | Full-Time | Part-Time | Total
1991 2,672 2,065 4,737 12,344 11,054 23,398
1992 2,760 1,909 4,669 12,652 10,187 22,839
1993 2,821 1,887 4,708 13,083 9,687 22,770
1994 2,690 1,868 4,558 12,549 9,841 22,390
1995 2,532 1,877 4,409 12,249 9,431 21,680

Source: SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991

Table 3.41 Percentage of occupier type in Grampian, 1991-95
Year | Part-Time Occupiers Full-Time Occupiers

% Grampian as a % Grampian as a

% of Scotland % of Scotland

1991 | 43.6 18.7 56.4 21.6
1992 | 409 18.7 59.1 21.8
1993 | 40.1 19.5 59.9 21.6
1994 | 41.0 19.0 59.0 214
1995 | 42.6 19.9 57.4 20.7

Source: SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991

Table 3.42 Change in occupiers in Grampian and Scotland, 1991-95

Period QOccupiers in Grampian Qccupiers in Scotland

Full- Part- Total Full- Part- Total
Time Time Time Time

% Change 1991-92 3.3 -7.6 -14 2.5 -7.8 -2.4

% Change 1992-93 2.2 -1.2 0.8 33 -4.9 -0.3

% Change 1993-94 -4.6 -1.0 -3.2 4.1 1.6 -1.7

% Change 1994-95 -5.9 0.5 -3.3 2.3 4.2 -3.2

% Change 1991-95 -5.2 -9.1 -6.9 -0.8 -14.7 -7.3

Source: SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a

Overall, the numbers of occupiers in Grampian and Scotland fell quite steadily
between 1991-95. Fowler (1996) examined newcomers to farming in Scotland and
found a marked decline from 1992. Research showed a 27% decline in new
agricultural businesses between 1992-95 compared with the three years before that.
From 1992-94 the level of new business registrations in agriculture, at 4% of the
total, was markedly lower than in other industry sectors. Fowler (1996, p. 19)
argues that: “[e]xcept for a small dedicated elite, the Scottish farming industry is
likely to remain closed to newcomers for the foreseeable future...”. He argues that
the main barrier is the high capital investment required to take up a farm tenancy
which is clearly out of reach of the majority of new entrants. In 1993, Professor

David Harvey of Newcastle University argued that:
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There are too many people trying to earn a living on a full-time basis from

farming. It’s absolutely certain that in 10 years, the numbers will be

greatly reduced and that those who are left will be operating on a larger

scale. That is basic economics as we move to an era of less support and a

freer international market (quoted in Press and Journal, 18/11/93).
Indeed as was seen above, this was already the case in Grampian by 1995.
Numbers of occupiers had fallen by 7% between 1991-95 and as was seen in
Section 3.3.4 above, the number of larger holdings (over 100 ha) had increased over
the same period by almost 10% as a higher proportion of medium sized holdings

were amalgamated to form larger holdings.

3.7.2 Agricultural Labour
Data for the various agricultural labour types on farms in Grampian and Scotland
over the period 1991-95 are presented in Table 3.43 below. The yearly changes that
have occurred for each labour type are recorded in Tables 3.44 and 3.45.
Agricultural employees in Grampian region, that is total labour excluding
occupiers, rose from 6,855 in 1991 to 7,102 in 1995, a rise of almost 4%. Figure
3.5 below shows at a glance the status of labour type in Grampian in 1995. The
majority of farm labour was made up of hired workers (39%) although spouses
formed a large part of the workforce also (34%). Family labour accounted for 20%
of the workforce while the remaining 7% were made up of casual and seasonal

workers.
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Table 3.43 Labour in Grampian and Scotland, 1991-95

Labour Type Grampian Scotland
Numbers T % Numbers ] %
1991
Spouses 1,944 28.4 10,350 27.5
Casual and Seasonal Labour 447 7.0 2,779 7.4
Total Full-time Labour' 3,608 52.6 19,339 51.3
Total Part-time Labour 856 | 12.5 5195 | 13.8
Total Hired Labour 2,903 423 15,898 42.2
Total Family Labour 1,561 22.8 8,636 | 229
Total Labour (excl. Occupiers)3 6,855 { 100.0 37,663 | 100.0
Total Labour (incl. Occupiers)4 11,592 | 100.0 61,061 | 100.0
1992
Spouses 2,022 28.7 10,485 28.1
Casual and Seasonal Labour 484 6.9 2,882 7.7
Total Full-time Labour’ 3,662 | 52.0 18,780 | 50.3
Total Part-time Labour 2 878 | 124 5161 13.8
Total Hired Labour 2,978 | 423 15,282 { 41.0
Total Family Labour 1,562 22.2 8,659 23.2
Total Labour (excl. Occupiers)’ 7,046 | 100.0 37,308 | 100.0
Total Labour (incl. Occupiers)4 11,715 | 100.0 60,147 | 100.0
1993
Spouses 2,089 | 29.6 10,717 | 29.0
Casual and Seasonal Labour 459 6.5 2,769 7.5
Total Full-time Labour’ 3,582 | 50.8 18,175 | 49.1
Total Part-time Labour 2 922 | 13.1 5355 | 14.5
Total Hired Labour 2,948 41.8 15,009 40.5
Total Family Labour 1,556 | 22.1 8,521 23.0
Total Labour (excl. Occupiers)3 7,052 | 100.0 37,016 | 100.0
Total Labour (incl. Occupiers)” 11,760 | 100.0 59,786 | 100.0
1994
Spouses 2,334 | 332 11,730 | 31.2
Casual and Seasonal Labour 448 6.3 3,007 8.0
Total Full-time Labour" 3,431 48.7 17,589 | 46.8
Total Part-time Labour * 826 11.7 5,238 13.9
Total Hired Labour 2,779 | 39.5 14,710 | 39.2
Total Family Labour 1,478 21.0 8,117 21.6
Total Labour (excl. Occupiers)’ 7,039 | 100.0 37,564 | 100.0
Total Labour (incl. Occupiers)4 11,597 | 100.0 59,954 | 100.0
1995
Spouses 2,393 33.7 12,007 | 31.9
Casual and Seasonal Labour 481 6.8 3,118 8.3
Total Full-time Labour' 3,331 | 46.9 17,168 | 45.7
Total Part-time Labour * 897 12.6 5,293 14.1
Total Hired Labour 2,764 38.9 14,443 38.4
Total Family Labour 1,461 20.6 8,028 214
Total Labour (excl. Occupiers)’ 7,102 | 100.0 37,586 | 100.0
Total Labour (incl. Occupiers)* 11,511 | 100.0 59,666 | 100.0
Notes: ' Full-time hired labour + full-time family labour

2 part-time hired labour + part-time family labour

3 Total full-time labour + total part-time labour + spouses + casual and seasonal labour
4 Total full-time labour + total part-time labour + spouses + casual and seasonal labour

+ full time occupiers + part-time occupiers
Source: SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991
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Table 3.44 Change in labour for Grampian, 1991-95

Labour Type % Change | % Change | % Change | % Change | % Change
1991-92 1992-93 1993-94 1994-95 1991-95

Spouses 4.0 3.3 11.7 2.5 23.1
Casual and Seasonal Labour 8.3 e -2.4 7.4 7.6
Total Full-time Labour' 1.5 -2.2 -4.2 2.9 -7.7
Total Part-time Labour > 2.6 5.0 -10.4 8.6 4.8
Total Hired Labour 2.6 -1.0 N -0.5 -4.8
Total Family Labour 0.1 -0.4 -5.0 -1.2 -6.4
Total Labour (excl. Occupiers)’ 2.8 0.1 -0.2 0.9 3.6
Total Labour (incl. Occupiers) 1.0 0.4 -1.4 -0.7 0.7
Notes: ' Full-time hired labour + full-time family labour

f Part-time hired labour + part-time family labour

" Total full-time labour + total part-time labour + spouses + casual and seasonal labour

* Total full-time labour + total part-time labour + spouses + casual and seasonal labour

+ full-time occupiers + part-time occupiers
Source: SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991
Table 3.45 Change in labour for Scotland, 1991-95
Labour Type % Change % Change % Change % Change % Change
1991-92 1992-93 1993-94 1994-95 1991-95

Spouses 1.3 2.2 9.4 24 16.0
Casual and Seasonal Labour 3.7 -3.9 8.6 3.9 12.2
Total Full-time Labour' -2.9 -3.2 -3.2 -2.4 -11.2
Total Part-time Labour * -0.6 3.8 -2.2 1.0 1.9
Total Hired Labour -3.9 -1.8 -2.0 -1.8 9.2
Total Family Labour 0.3 -1.6 -4.7 -1.1 -7.3
Total Labour (excl. Occupiers)3 -0.9 -0.8 1.5 0.1 -0.2
Total Labour (incl. Occupiers)* -1.5 -0.6 0.3 -0.5 2.3

Notes:

" Full-time hired labour + full-time family labour

? Part-time hired labour + part-time family labour

3 Total full-time labour + total part-time labour + spouses + casual and seasonal labour
* Total full-time labour + total part-time labour + spouses + casual and seasonal labour

+ full-time occupiers + part-time occupiers

Source:

SOAEFD, 1995a; SOAFD, 1994a, 1993a, 1992a, 1991

Figure 3.5 Labour type in Grampian, 1995
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In examining the data for the individual labour types it is clear that a number of

structural changes took place over the period 1991-95. These changes are

summarised here:

(1)

(i)

Spouses

The number of spouses involved in farming has risen each year since 1991
(see Figure 3.7), reaching a total of 2,393 in 1995, a rise of over 23% since
1991. This change is larger than for Scotland as whole where the number of
participating spouses rose by 16%. In 1995 spouses accounted for nearly
34% of total labour (excluding occupiers) in Grampian, compared to 32% in

Scotland.

Casual and Seasonal Labour

The number of casual and seasonal staff in Grampian increased between
1991-92 (8%) but fell between 1992-93 and 1993-94 (-5% and —2%
respectively). This trend was reversed again between 1994-95 when a rise
of over 7% took place (see Figure 3.6). Despite the fall in numbers between
1992-94, an overall increase of almost 8% took place between 1991-95. For
Scotland as a whole, casual and seasonal labour saw an overall increase of
over 12% between 1991-95. In 1995 casual and seasonal staff accounted for
nearly 7% of total labour (excluding occupiers) in Grampian, compared to

over 8% in Scotland as a whole.

Figure 3.6 Changes in agricultural labour in Grampian, 1992-95
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(iii)

(iv)

)

Hired Labour

Hired labour in Grampian increased by almost 3% between 1991-92 but
then decreased each year over the period 1992-95 (see Figure 3.6) leading to
an overall decrease of 5% over the period 1991-95. In 1991 hired labour
accounted for over 42% of total labour (excluding occupiers) but by 1995
this figure had fallen to below 39%. Scotland as a whole experienced a
larger decrease of over 9% in the number of hired staff between 1991-95.
Hired labour in Scotland accounted for 42% of total labour (excluding

occupiers) in 1991 but this figure had fallen to 38% by 1995.

Family Labour

As with hired labour, family labour in Grampian increased very slightly
between 1991-92 but then decreased each year over the period 1992-95
leading to an overall decrease of 6% between 1991-95. Accounting for 23%
of total labour (excluding occupiers) in 1991, this figure had fallen to 21%
by 1995. Changes for Scotland as a whole were not dissimilar with family
Jabour decreasing by over 7% between 1991-95. Family labour in Scotland
accounted for 23% of total labour (excluding occupiers) in 1991 but by 1995
this figure had fallen to 21%.

Full-Time Labour

In Grampian full-time labour (full-time hired labour plus full-time family
labour) increased slightly between 1991-92 but decreased each year
thereafter leading to an overall decrease of 8% between 1991-95 (Figure
3.7). Full-time labour in Grampian accounted for 53% of total labour
(excluding occupiers) in 1992, but by 1995 this figure had fallen to 47%.
The overall change for Scotland was larger with a decrease of over 11% in
full-time labour between 1991-95. Full-time labour in Scotland fell from
51% of total labour (excluding occupiers) in 1991 to 46% by 1995.
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Figure 3.7 Changes in full-time and part-time labour in Grampian, 1991-95
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In Grampian, part-time labour (part-time hired labour plus part-time family
labour) saw an increase in numbers between 1991-92 and 1992-93 (3% and
5% respectively) but this was followed by a dramatic decrease of over 10%
between 1993-94 (Figure 3.7). However, the picture changes again between
1994-95 when the number of part-time staff increases by over 8% thus
showing an overall increase between 1991-95 of 5%. The overall changes
for Scotland are not quite so dramatic, with a 2% increase in numbers
between 1991-95.  Part-time labour as a percentage of total labour
(excluding occupiers) was not much different in 1995 from what it was in
1991, remaining at over 12% in Grampian and at just over 14% in Scotland

as a whole.

3.7.3 Summary

The above trends illustrate the uncertainty of agricultural labour. Family labour fell

but not at such a high rate as that of hired labour indicating a shift from hired to

family staff. The number of spouses involved in farming increased steadily each

year. Overall, full-time labour decreased while part-time labour increased. All this

seems to depict cost-cutting and economising on farms in Grampian and also in

Scotland as a whole. These trends could also represent a reluctance on the part of

employers to commit to full-time employees (possibly due to the seasonal nature of

much of the work on a farm) and at the same time a desire to maintain maximum

flexibility in the workforce (see Copus, 1995a).
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3.8 Summary and Conclusions

The aim of this chapter was to show the importance of Grampian agriculture to
Scotland and to set the scene on the period covering the MacSharry CAP reforms
(1991-95). The agricultural importance of Grampian to Scotland has been evident
throughout this chapter and is further emphasised in Table 3.46, which summarises
Grampian’s agricultural structure as a percentage of the Scottish total in 1995,
Although accounting for just 11% of Scotland’s agricultural area in 1995,
Grampian accounted for 20% of its holdings. For land use area and livestock
numbers, Grampian again accounts for a high percentage of the Scottish total in the
majority of sectors. For the farm labour force, Grampian accounted for 20% of

Scotland’s occupiers, and 19% of total labour (excluding occupiers).

Table 3.46 Grampian’s agricultural and livestock
structure as a percentage of Scotland, 1995

Structure Grampian as a

Percentage of
Scotland (%)

Agricultural Area 11

Number of Holdings 20

Crops/Land Use:

Cereals 31

Oilseed Rape 37

Total Potatoes 22

Fodder Crops 33

Set-Aside 32

Woodlands 12

Livestock:

Dairy Cattle 10

Beef Cattle 24

Sheep 8

Pigs 53

Poultry 20

In order to show how Grampian agriculture had changed between 1991-95, it was
necessary to examine the various sectors individually. Of course as noted, not all
changes can be attributed to CAP reform. In a number of instances other
intervening variables have affected some sectors. For example, bad weather can
have adverse effects on both arable and livestock farming. Where applicable, such
variables and their effects are noted.

Looking firstly at land use, it was clear that the cause of major change to the

agricultural structure of the area was the introduction of compulsory set-aside for
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larger farmers, the main scheme whereby cereal crop production would be reduced.
As the area of land set-aside increased, so the area planted with cereals decreased,
falling by 15% between 1991-94. Winter cereals were particularly affected,
although bad weather in autumn 1993 also contributed to reductions. At the same
time the area sown with oilseed rape increased rapidly as farmers realised the
financial benefits of this crop. Between 1991-94 the oilseed rape area in Grampian
rose by 65%. Only when the set-aside requirement had decreased, by 1995, did the
cereals area increase again (rising by 11% between 1994-95), and consequently, the
oilseed rape area quickly decreased (falling by 30% between 1994-95). CAP
reform also led to changes in farm woodland as financial assistance for creating
woodlands became available. This led to a massive increase in woodland plantings:
between 1991-95, Grampian’s farm woodland area more than doubled, increasing
by almost 58%.

In examining the main types of agricultural livestock in Grampian, it was
clear that, as intended, some sectors were affected by the reforms more severely
than others were. Changes to the dairy sector were relatively minor, leading to just
small changes in production. In comparison, the beef sector underwent major
changes with a number of new measures being introduced. Such changes
(including in particular the changes to the SCP) had a favourable impact on the beef
breeding herd in Grampian which rose by almost 8% between 1991-95 (more than
twice the overall rise in Scotland). At the same time however, the feeding cattle
herd decreased substantially, falling by almost 13% between 1991-94. In the sheep
sector, where CAP reform resulted in modest changes to the existing regime, ewe
numbers initially increased as producers tried to ascertain how the reforms would
affect them. However, numbers declined every year between 1992-95, decreasing
at a much higher rate than that of Scotland as a whole. Falling profitability forced
many producers out of business and ewe numbers continued to decline as producers
tried to make the most of the premium rights. As the breeding flock decreased so
consequently did the lamb numbers. In addition, the lamb crop was affected by
very poor weather conditions especially at lambing in winter 1994/95. Both
changes to CAP and external factors, especially poor weather, therefore affected the
sheep sector in Grampian. The pig and poultry sectors were not directly affected by
CAP reform but both did benefit greatly from the reduction in feed costs due to the
reformed cereals regime. Grampian’s pig sector saw an increase in numbers of

almost 9% between 1991-95 while the poultry sector saw rises of over 24%.
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The last section of this chapter focused on changes in levels of occupiers and
agricultural labour on Grampian farms. In examining farm occupiers, it was found
that over the period 1991-95 numbers fell by 7%. Many of those who remained
began operating on a larger scale as medium sized holdings were amalgamated to
form larger holdings. Between 1991-93 the percentage of part-time occupiers fell
and consequently the percentage of full-time occupiers rose. However, between
1993-95 this trend was reversed as the percentage of part-time occupiers increased
and full-time occupiers decreased. Agricultural labour was found to be composed
mainly of spouses and hired workers with the remainder made up of family labour
(mainly) and casual labour. The changing trends found in these labour types
depicted the uncertainty of agricultural labour.

It can be concluded from the above that between 1991-95 Grampian
agriculture changed quite dramatically. As cereal production decreased so the area
of set-aside increased as did the farm woodland area. In the livestock sector, dairy
production decreased as did feeding cattle and sheep. Increases in production only
took place for the beef breeding herd and pigs and poultry. Following such changes
it is therefore not surprising to find that farm labour in Grampian has decreased
significantly. Acreage set-aside will always lead to a reduction in the use of other
production factors including agricultural labour (Koester and von Cramon-
Taubadel, 1992). While some farmers have left farming all together others have
clearly converted from full-time to part-time only, suggesting that full-time
occupiers were finding alternative off-farm employment opportunities (although
some decline is likely to be attributable to retirement and death). Where crop
production and livestock numbers consistently fall over time, farmers often have no
choice but to diversify into alternative crops/livestock or to seek off-farm
employment (see Chapter 7). Therefore, the aim of limiting production of COPs
and livestock on which subsidies would be paid has been met in Grampian
following CAP reform. The overall effect of such changes has been to increase the
size of farm holdings and to reduce the numbers of farm occupiers and agricultural
labour types.

The following chapter now goes on to examine EU financial aid in Scotland
and Grampian following the MacSharry reforms, showing the extent to which
farmers have benefited financially, but also revealing the high level of dependency
on subsidies. Subsequent chapters then present primary data, which focus on the

survey of farmers in Grampian, examining their perceptions of the impact of the
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reforms on agriculture. The changes to Grampian agriculture demonstrated in this
chapter and the next are therefore more fully explained as the survey analysis

further shows whether such changes can be explained by the MacSharry reforms.
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Endnotes

' The annual census is presented as Regional Summary Sheets on Scottish
Agriculture as at 1 June (e.g. SOAEFD, 1995a).

?In 1991 the government proposed the reorganisation of local government, moving
away from the two-tier structure of authorities towards a single tier of unitary
authorities. The government’s case for reorganisation was presented in two
Consultation Papers (Scottish Office, 1991; 1992) and was to become effective in
Scotland in 1996 (Scottish Office, 1993). This was the first major restructuring
since the 1970s when local government was radically reformed following the
recommendations of the Wheatley Commission. For detailed information on the
changes that took place, see Lloyd (1994) and Local Government Chronicle:
Review focus 3, January 1995 (a special supplement on the new shape of Britain’s
local government).

3 As well as searching the different Universities library catalogues and hardcopy
abstracts and indexes, searches were also carried out using Internet/CD-ROM
databases such as Social Sciences Citation Index, CAB ABSTRACTS (CAB
International) and The AGRICOLA Database on CD-ROM. For example,
AGRICOLA (Agricultural Online Access) is a database with citations to agricultural
literature obtained by the National Agricultural Library and co-operating
institutions, as well as subfiles of related subjects supplied by information centres.

4 Other studies that examine farm diversification outwith Scotland include
Damianos and Skuras (1996), Hutson and Keddie (1995), Barlier (1993), llbery and
Bowler (1993), Brun and Fuller (1991), Ilbery (1991), Russell et al. (1991) and
Magee (1990).

5 For the exact details see CEC (1993¢) and the relevant Regulations in Official
Journal nos. L181 of 1 July 1992 and 1215 of 30 July 1992.

6 See North (1988) for a discussion of the MAFF set-aside scheme prior to CAP
reform.

7 Bailey (1992) offers a commentary on the arable scheme, discussing what crops
are covered by the scheme, the rules of set-aside and how set-aside land is to be

managed.

8 By the end of 1994 the amount of surplus grain storage within the EU }}ad been
significantly reduced. Having been under pressure to do so for some time, EU
agriculture ministers agreed to a reduction of 3% to 12% in the amount of land that

arable farmers had to set-aside in 1995.

9 Buckwell (1992) examines in detail the objectives and likely effects of set-aside
and suggests how to reduce its more undesireable effects.

10 gee Walker (1993) for an examination of the alternatives to food crops.

Il There are two ways that farmers can participate under the AAPS. Under the
Simplified Scheme all payments were made at the same rate as for cereals and no
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set-aside was required (only farmers claiming on a limited area of land are eligible
for this scheme — approximately 15.51 ha in England). Under the Main Scheme
option payments were made at different rates for different crops and it was
compulsory for farmers to set-aside 15% of the land on which they were claiming
AAPS as either rotational set-aside, flexible set-aside or guaranteed set-aside. The
table below describes these different types of set-aside.

Table 3.47 Types of set-aside under the Main Scheme

Type of Set-Aside Description

Rotational set-aside This is land not set-aside under the AAPS at any point during the
previous five years. Rotational set-aside is only available to farmers
if all their set-aside land is in a six-year rotational set-aside.

Flexible set-aside Farmers may choose to leave flexible set-aside in the same place or
move it around. Even if some of the land is rotated, the farmers must
choose the flexible option for all set-aside.

Guaranteed set-aside Here the farmer must keep set-aside for five years. The farmer may
also set-aside land in excess of his basic obligation if he so requires
(known as voluntary set-aside).

12 Maitland (1995a) give an example of one successful UK farmer who received
£59.,000 in subsidies from Brussels in 1994. His farm was made up of 200 acres of
potatoes, 600 acres of wheat, 200 acres of sugar beet, 220 acres of peas for freezing
or canning, and a small amount of linseed plus 100 acres of set-aside to qualify for
cereal subsidies from Brussels. This farmer admitted that even a successful farm
Jike his could not survive entirely without CAP subsidies.

13 0J L 356, 24 December 1991.

14 That is, the EU of twelve Member States before the accession of Austria, Finland
and Sweden.

IS The Farm Woodland Premium Scheme (FWPS) was launched in April 1992
(MAFF, 1992), superseding the Farm Woodland Scheme (FWS). This was the first
scheme specially designed to attract farmers via financial incentives to convert land
to woodland. See Appleton and Crabtree (1991) and Crabtree (1996) for more on

this scheme in Scotland.

16 [n 1997 the WGS offered planting incentives of between £700 and £1,350 per ha,
with further supplements dependent on land type and planting location.

17 See also Gardiner and Ni Dhubhain (1994).

18 At this time an eligible ewe was a female sheep that had lambed at least once or
was at least 12 months old by the end of the retention period (MLC, 1992c¢).

19 gee Entwistle and Stott (1991) for more on blue ear disease in pigs.
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Chapter 4

EU Subsidies to Agriculture in Scotland and Grampian, 1991-95

4.1 Introduction

In this chapter an attempt is made to examine the extent of EU farm support in
Scotland and, in particular, in Grampian Region following the 1992 MacSharry
Reforms. The chapter begins by examining the rise in farm incomes in the early
1990s (Section 4.2). As well as a rise in the amount of subsidies being paid to UK
farmers following the MacSharry reforms, the value of such subsidies rose
dramatically due to the effects of the green exchange rate following the devaluation
of Sterling. As the bulk of CAP spending relates to direct subsidies for livestock
and arable farmers, this chapter will mainly examine this form of financial
assistance. As noted below (Section 4.3), there is difficulty in examining indirect
support at a regional level and so this is not examined in depth. The chapter
therefore concentrates on the extent of EU direct income subsidies (Section 4.4),
and subsequently analyses farmers’ dependence on such subsidies (Section 4.5).

The CAP’s price support measure is one under which EU farmers are paid
more than world market levels for their produce. Prior to 1992 the tradition of the
EU was one of high levels of price support for farm produce. The MacSharry
reforms of 1992, however, broke with tradition when farm support was shifted away
from high guaranteed prices towards direct income payments to farmers. Josling
and Tangermann (1995) refer to this move as the most innovative element of the
MacSharry reforms. The reforms therefore cut farm prices and compensated
farmers for the loss of income through direct subsidies. This set in train the process
of separating subsidies from prices. Subsidies guaranteed a minimum, or
intervention price, for livestock that was much higher than the prices fetched on the
world market while cereal farmers who took land out of production received ‘set-
aside’ payments. This scale of support is not uncommon. Indeed, apart from New
Zealand and Australia, all OECD countries subsidise their agriculture heavily.
However, as the National Consumer Council points out (NCC, 1995), OECD
studies consistently show that EU agriculture is among the most heavily supported

of the major agricultural trading countries.

134



Bryden et al. (1993) estimate that in 1991 total EC spending in rural Scotland was
between £280-90 million. Approximately £30-40m of this was ‘structural fund’
spending'. Other forms of spending related to adjustment programmes such as
PERIFA® and THERMIE® (programmes which usually require additional support
from national funds). But the bulk of EC spending related to agriculture: in 1991
CAP spending in Scotland was estimated to be around £236m (Bryden et al., 1993).
Of this CAP spending, market support® accounted for £83m>. A further £3m of
CAP spending comprised capital grants® - part funding for agricultural
improvement, processing and marketing, tree planting or other environmental
projects. National expenditure on capital grants amounted to an additional £14m.
Direct subsidies therefore accounted for £150m, taking the lion’s share of Scottish
CAP spending. Most of this support was for livestock’, the remainder being arable
subsidies®. In addition to this EC funding, national expenditure on direct subsidies
amounted to an additional £50m in 1991. In total, it was estimated that just over
£300m was spent on the Scottish agricultural sector in 1991, £236m of which was
reimbursed by the EC.

Bryden et al. (1993) further estimated that once the 1992 Reform had been
fully implemented, direct subsidies would have increased by £162 million, although
they do note that such an increase would be counterbalanced by some drop in
market support. Such estimates did not take into account fluctuations in the green
rate of exchange and the effects of such changes on the green currency system’.
Therefore, before going on to ascertain the extent of subsidies in Grampian, the

effects of the green exchange rate will first be examined.

4.2 Rising Farm Incomes

The amount of subsidies being paid to UK farmers had risen since the introduction
of the MacSharry reforms but in addition to this the value of such subsidies
suddenly began to rise towards the end of 1992. Between July 1992 and August
1994 the rate of the UK green pound to the ECU devalued by almost 17%.
Between Black Wednesday in September 1992, after the UK Government
abandoned the Exchange Rate Mechanism (ERM), and the end of 1994 the green
pound devaluations led to an increase of 20% in support prices for UK farmers.

Because farm subsidies are fixed in ECUs, farmers got more pounds when sterling
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fell. Cereal farmers were now being paid up to £100 an acre not to grow wheat
under the ‘set-aside’ reform of the CAP. In 1993 EU subsidies to UK farmers were
approximately £2 billion and were set to rise to £3 billion by the following year.
British farm incomes had risen back to their peak levels in the early 1980s. After
10 years of declining real incomes, farmers suddenly found themselves enjoying a
windfall. Increases in farming incomes had followed a long term price squeeze
which had led to job losses on the land and unemployment in agriculture-related
industries. Farm equipment had become run down and investment had dropped. A
rise in incomes now meant that the long term downward investment trend could be
reversed which also meant good news for jobs in the supply trades and for the
manufacturing industries.

Erlichman (1994) argues that three factors explain such a rise: sterling’s
devaluation, falling interest rates, and big subsidies. The devaluation of sterling
sharply increased the value of the ECU-based subsidies UK farmers received from
the EU, resulting in windfall profits. Grant (1995a, p. 14) notes that while UK
farmers’ incomes rose by 15% in 1993 as a result of reform and devaluation which
increased the value of ECU payments, in comparison, farmers’ incomes in Germany
fell by almost 15%. The UK winners included cereal farmers, benefiting from
devaluation as well as unexpectedly firm market prices, and some dairy, cattle and
sheep farmers who enjoyed big gains as they are tied closely to EU subsidies. But
not all were winhers. On the losing side were pig farmers trying to recover from
sharp losses over two years because of Europe wide over production; and sheep and
cattle farmers in poor upland areas who were struggling to survive. Hill sheep
farmers saw subsidies cut heavily - Hill Livestock Compensatory Allowances
(HLCAs) were to be reduced from £130m in 1993 to £105m in 1994. However,
despite such reductions, then Agriculture Minister, Gillian Shephard, said that
incomes of British hill farmers rose by 33% in 1992-93 and forecast a further rise of
28% for the following year (Halsall, 1993).

In 1994 real income in the farming industry rose by 4.4% to £4.2 billion
(Maitland, 1995b). Income to farmers and their spouses alone rose 6.3% to £3.2
billion. These rises were due to low inflation and low interest rates (which cut
farmers’ costs) and an increase in farm productivity. Cereal farm net incomes rose
by almost 8% due to higher subsidies from Brussels and an increase in market
prices. But dairy income remained unchanged and cattle and sheep farmers saw

their income decrease by over 10%. Tractor sales in 1994 were 30% higher than in
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1992. Farmers also reduced their total borrowings by £35 million, bringing the total
down to around £6 billion.

Donaldson et al. (1995) examine the impact of the reform in South Fast
England and South West France using an economic model. The results indicated
that modal farms in both regions did not have lower farm incomes following
implementation of CAP reform compared to the previous years, with incomes
actually higher in the French model with CAP reform than without. In 1995 EU
farmers saw their income rise by an average 2.6% in real terms (Maitland, 1996b).
Eurostat, the EU’s statistical office, attributed the overall rise to higher direct
payments to farmers as compensation for progressive cuts in support prices for
cereals and beef. Subsidies were up 10.2% in real terms. Maitland (1996b) noted
that this rise reflected higher compensation and the large payments made to Austria,
Finland and Sweden after joining the EU in 1995.

By 1995 UK farm incomes had jumped to their highest levels in 20 years.
The UK thus recorded an increase in total income for the fourth consecutive year.
A 29% real rise in farmers’ incomes took place with incomes rising by £1 billion to
just above £4 billion. Total income from farming (including partners, directors and
family workers in addition to farmers and their spouses) rose 22% to £5 billion
(Maitland, 1996a). Cereal farmers benefited the most as a result of high market
prices and increased income payments.

Furthermore, farmers also saw the value of their land rise over the period
1992-95. The CAP system keeps the rental prices of land at artificially high levels
because subsidies are paid on the basis of acreage. Demand for farmland coincided
with the implementation of CAP reform in 1992. By 1995 Britain’s land prices
were at their highest since 1992 and were forecast to grow further (Harding, 1995).

Having established that EU direct income subsidies together with the green
money system of the CAP inflated farm incomes in the UK to the highest levels for
20 years, the chapter now goes on to examine the extent to which Scotland, and in
particular Grampian Region, have benefited from EU subsidies. Data for indirect
support is unavailable at a regional level and so this form of support is only briefly

examined below before proceeding to evaluate in more detail levels of direct

subsidies.
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4.3 Indirect Support

Copus (1995b) emphasises the difficulty in estimating indirect support through

market intervention at regional levels:

The regional distribution of [indirect support] is very difficult to estimate
due to upstream transfers (in the form of enhanced prices or demand)
between spatially distinct livestock finishing and rearing areas (p. 19).

Data is thus not available below the UK level. As was seen above, Bryden et al.
(1993) estimated that total indirect subsidies to Scotland in 1991 were only £83
million (and not all this was removed by Reform). The OECD developed a form of
analysis to estimate support to the agricultural sector for various countries on an
annual basis. This involves the calculation of ‘Producer Subsidy Equivalents’
(PSE) which is an established guide to measuring support. Support to farmers is
paid in two ways: 1) ‘visible’ i.e from direct transfers from taxpayers, easily
measured as they involve visible amounts of subsidy to farmers paid through the
various direct payment schemes; 2) ‘invisible’ i.e. transfers from consumers,
difficult to estimate as it is paid implicit in the higher price which consumers pay
for agricultural produce. PSE calculations take into account both forms of support
as well as other types of transfer distribution. Patel and O’Neill (1996) estimate the
level of PSE for Scotland over the years 1992-95. In estimating PSE at unadjusted
world prices they found that from 1992 there was a dramatic shift in the balance of
support towards direct support. In 1992 market support accounted for more than
two-thirds of the entire PSE, but by 1995 it only accounted for less than half. The
reasons for such an increase were twofold. Firstly, because direct payments
increased as the compensation schemes introduced by the MacSharry reforms were
phased in; and secondly, as was shown above, UK farmers benefited from the
devaluation of Sterling.

Although it is not possible to show the level of indirect support at regional
level, it is possible to examine direct subsidy payments at a regional level. The
following section therefore examines changes in direct subsidy payments for both
the livestock and arable sectors in Scotland and Grampian. All the data obtained
was in current values so was duly deflated to 1991 values using the Retail Prices
Index (RPD'. As this research covers the period 1991-95, it must be recognised
that many of the impacts of CAP reform would not have materialised until after

1995. However, it is still possible to create some picture of the impact of CAP
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reform on direct subsidy payments to livestock and arable producers in Grampian

Region.

4.4 Direct Subsidies

4.4.1 Total Direct Subsidies

Total direct subsidies to agriculture (that is livestock and arable subsidies) in
Scotland’s regions for the years 1991, 1993 and 1995 s shown in Table 4.1 below.
Between 1991 and 1993 (the first transitional year of CAP reform) the real value of
total direct subsidy payments increased by 72% in Scotland as a whole while
Grampian Region saw increases of 137%. Over the period 1991-95 total direct
subsidy payments to Scottish farmers rose from £149 million to £356 million, a rise
of 139%. In the same period Grampian farmers saw their total direct subsidies rise
from over £18 million to over £76 million, a rise of 316%. Of all the Scottish
regions, Grampian received the fourth largest share (12%) of EC funding for total
direct subsidies in 1991, that is over £18 million. By 1993 the region was receiving
the largest share (17%) at over £43 million and was still in first place in 1995,

receiving 21% of Scotland’s total direct subsidies at over £76 million.

Table 4.1 Total direct subsidies to agriculture in Scotland 1991-95

Region £°000 (1991 Prices) % Change | % Change
1991 1993 1995 1991-93 1991-95
Shetland 4,472 6,113 6,175 36.7 38.1
Orkney 5,331 6,903 9,197 29.5 72.5
Western Isles 5,490 7,400 7,173 34.8 30.7
Highland 21,619 30,309 34,736 40.2 30.5
Grampian 18,336 43,374 76,205 136.6 315.6
Tayside 11,677 28,828 47,158 146.9 303.9
Fife 1,938 9,086 17,035 368.8 1,079.9
Lothian 3,555 10,248 18,132 188.3 410.0
Borders 16,256 29,934 42,620 84.1 162.2
Central 5,940 8,915 12,269 50.1 106.5
Strathclyde 31,476 42,903 45,292 36.3 333
Dumfries and 23,001 31,837 40,152 38.4 74.6
Galloway
Scotland 149,093 | 255,851 | 356,145 71.6 138.9

Source: Derived from data received through personal communication with SAC.

Copus (1995a) points out however, that such rises in Scotland did not equate to an
increase in total support because of the reduction in indirect price support i.e. price

support and deficiency payments such as sheep and beef variable premiums''.
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Nevertheless, a reduction in indirect price support did not significantly affect output
because of the favourable exchange rates experienced due to the UK’s abandonment
of the ERM. As Copus (1997, p. 6) points out, farmers “...nevertheless received
compensation (at rates enhanced by currency changes) for a price reduction which
did not materialise at the farm gate”.

Table 4.2 shows total output for each of the Scottish regions and shows what
percentage of that figure is attributable to subsidies. It is seen that in 1991
Grampian received 6% of its total output in the form of direct subsidies, rising to
almost 14% by 1993 and rising again to 21% by 1995. Scotland as a whole saw
similar increases over the same period with direct subsidies accounting for over 9%

of Scotland’s total output in 1991, rising to over 15% in 1993 and rising further to
19% by 1995.

Table 4.2 Total direct subsidies as a percentage of output in Scotland 1991-95

1991 1993 1995

Total Subsidies Total Subsidies Total Subsidies

Output as a % of Output as a % of Output as a % of

£2000’ Output £000’ Output £000' Output
Shetland 11,554 38.7 14,393 42.5 14,692 42.0
Orkney 34,801 15.3 38,630 17.9 40,724 22.6
Western Isles 13,683 40.1 16,685 44 4 16,309 44.0
Highland 122,437 17.7 131,168 23.1 136,912 254
Grampian 300,591 6.1 319,846 13.6 364,076 20.9
Tayside 213,186 5.5 204,094 14.1 273,055 17.3
Fife 103,311 1.9 95,777 9.5 109,327 15.6
Lothian 83,538 4.3 84,199 12.2 100,736 18.0
Borders 143,265 11.4 145,762 20.5 167,396 25.5
Central 46,700 12.7 51,665 17.3 56,056 219
Strathclyde 297,741 10.6 331,985 12.9 311,449 14.5
Dumfries and 222,965 10.3 241,117 13.2 247,535 16.2
Galloway
Scotland 1,593,771 9.4 1,675,318 15.3 1,838,266 19.4

Source: Derived from data received through personal communication with SAC.
Notes: 1991 values

4.4.2 Total Direct Livestock Subsidies

Total direct livestock subsidies in Scotland’s regions in 1991, 1993 and 1995 are
shown in Table 4.3 below. Over the period 1991-95 Scottish farmers saw an
increase of 48% in total direct livestock subsidies - rising from £145 million in 1991
to £215 million in 1995. In Grampian, over the same period, total direct livestock
subsidies rose by almost 75% - from almost £17 million in 1991 to over £29 million

in 1995. Of all the Scottish regions, Grampian received the fourth largest share in
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1991 and 1993 (12% for both years) of EC funding for livestock. This share had
risen to 14% by 1995, with Grampian receiving the third largest share.

Total direct livestock subsidies as a percentage of livestock output between
1991-95 are shown in Table 4.4. For Scotland as a whole, subsidies as a percentage
of livestock output rose from over 12% in 1991 to over 17% in 1995. In Grampian,

subsidies as a percentage of livestock output also increased steadily, rising from

almost 9% in 1991 to over 15% in 1995.

Table 4.3 Total direct livestock subsidies to Scotland, 1991-95

Region £°000 (1991 Prices) % Change
1991 1993 1995 1991-95

Shetland 4,472 6,101 6,164 37.8
Orkney 5,322 6,640 8,618 61.9
Western Isles 5,490 7,359 7,106 294
Highland 20,608 26,347 27,682 34.3
Grampian 16,815 21,742 29,377 74.7
Tayside 11,047 13,975 15,280 38.3
Fife 1,735 2,426 3,121 80.0
Lothian 3,366 4,232 5,301 57.5
Borders 15,908 21,168 23,964 50.6
Central 5,787 7,188 8,514 47.1
Strathclyde 31,396 41,200 42,297 34.7
Dumfries and 22,985 30,406 37,477 63.0
Galloway

Scotland 144,934 188,784 | 214,901 48.3

Source: Derived from data received through personal communication with SAC.

Table 4.4 Total direct livestock subsidies as a percentage of livestock output in
Scotland 1991-95

1991 1993 1995
Total Subsidies Total Subsidies Total Subsidies
Livestock | asa % of | Livestock | asa % of | Livestock | asa % of
Output Livestock Output Livestock Output Livestock
£000" Output £000’ Output £000' Output
Shetland 10,991 40.7 13,972 43.7 13,963 44.1
Orkney 33,061 16.1 37,086 17.9 37,816 22.8
Western Isles 12,556 43.7 15,779 46.6 14,785 48.1
Highland 100,905 20.4 112,551 234 109,083 254
Grampian 190,597 8.8 210,377 10.3 193,100 15.2
Tayside 94,205 11.7 94,400 14.8 90,948 16.8
Fife 53,816 3.2 54,583 4.4 47,628 6.6
Lothian 43,359 7.8 47,783 8.9 46,923 11.3
Borders 88,128 18.1 97,507 21.7 96,192 24.9
Central 38,305 15.1 43,646 16.4 44,801 19.0
Strathclyde 287,284 10.9 320,466 12.9 296,657 14.3
Dumfries and 216,656 10.6 235,348 12.9 238,551 15.7
Galloway
Scotland 1,169,864 12.4 1,283,606 14.7 1,230,446 17.5

Source: Derived from data received through personal communication with SAC.
Notes: '1991 values
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4.4.3 Total Direct Arable Subsidies

Total direct arable subsidies in Scotland’s regions for 1991, 1993 and 1995 are
shown below in Table 4.5. For each of the three years examined, Grampian Region
received the largest share of EU direct subsidies on arable crops: 37% in 1991 (£1.5
million), 32% in 1993 (£22.8 million) and 33% in 1995 (£52.3 million). When
Table 4.3 and Table 4.5 are compared it is seen that in 1991 livestock subsidy
payments in Scotland were worth more than 35 times the arable subsidy payments
(£144.9 million and £4.2 million respectively). In Grampian in the same year
livestock subsidy payments were worth more than 11 times the arable subsidy
payments (£16.8 million and £1.5 million respectively). By 1993 this situation had
changed dramatically. In Scotland as a whole the arable subsidies were now worth
around a third of the livestock subsidies (£67.1 million and £188.8 million
respectively) but in Grampian arable subsidies were now around the same level as
livestock subsidies (£21.6 million and £21.7 million respectively). By 1995 total
direct arable subsidies had increased even further. Livestock subsidies in Scotland
were now only one and a half times greater than the arable subsidies (£214.9
million and £141.2 million respectively). In Grampian however, the tables had
turned and arable subsidies were now more than one and a half times greater than
livestock subsidies (£46.8 million and £29.4 million respectively). As Table 4.5
shows, the percentage change in total direct arable subsidies in Grampian between
1991-95 was an incredible 2,979%; the percentage change in Scotland over the

same period was even higher at 3,296%.

Table 4.5 Total direct arable subsidies to Scotland 1991-95

£°000 (1991 Prices) % Change

1991 1993 1995 1991-95
Shetland 0 12 12 o
Orkney 9 263 579 6,333
Western Isles 0 42 67 ©
Highland 1,011 3,962 7,054 598
Grampian 1,521 21,623 46,828 2,979
Tayside 631 14,854 31,877 4,952
Fife 203 6,661 13,914 6,754
Lothian 189 6,017 12,832 6,689
Borders 348 8,765 18,656 5,261
Central 152 1,727 3,755 2,370
Strathclyde 80 1,703 2,994 3,643
Dumfries and 15 1,431 2,675 17,733
Galloway
Scotland 4,159 67,067 141,244 3,296

Source: Derived from data received through personal communication with SAC.
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Table 4.6 shows total direct arable subsidies as a percentage of arable output in
Scotland’s regions between 1991-95. It is shown that for Scotland as a whole,
arable subsidies as a percentage of arable output rose from 1% in 1991 to 17% in
1993, and rising further to over 23% by 1995. In Grampian, arable subsidies as a
percentage of livestock output rose at an even higher rate, from over 1% in 1991 to

almost 20% in 1993, and rising further to over 27% by 1995.

Table 4.6 Total direct arable subsidies as a percentage of arable output in Scotland
1991-95

1991 1993 1995

Total Subsidies Total Subsidies Total Subsidies

Arable as a % of Arable as a % of Arable as a % of

Output Arable Output Arable Output Arable

£000' Output £000 Output £000’ Output
Shetland 563 0.0 420 2.9 729 1.6
Orkney 1,739 0.5 1,543 17.0 2,908 19.9
Western Isles 1,127 0.0 906 4.6 1,524 4.4
Highland 21,532 4.7 18,617 21.3 27,828 254
Grampian 109,994 1.4 109,468 19.8 170,977 27.4
Tayside 118,981 0.5 109,693 13.5 182,105 17.5
Fife 49,495 04 41,193 16.2 61,699 22.6
Lothian 40,178 0.5 36,415 16.5 53,813 23.9
Borders 55,137 0.6 48,255 18.2 71,205 26.2
Central 8,395 1.8 7,913 21.8 11,255 33.4
Strathclyde 10,457 0.8 11,519 14.8 14,792 20.2
Dumfries and 6,309 0.2 5,769 24.8 8,983 29.8
Galloway
Scotland 423,907 1.0 391,712 17.1 607,820 23.2

Source: Derived from data received through personal communication with SAC.
Notes: '1991 values

4.4.4 Regional Distribution of Direct Subsidies

Copus (1997, 1995a, 1995b) examines the regional distribution of direct subsidies
to agriculture in Scotland, comparing the five years 1988-92 with 1993, the first
transitional year of CAP Reform. He found that prior to reform, the highest
“incidence” of direct subsidy payment was in areas that specialised in cattle and
sheep rearing - the central and western Highlands and the Southern Uplands. For
example in Shetland and the Western Isles, direct subsidies accounted for over one
third of total output (Table 4.2). The lowest levels of subsidy was in the dominantly
arable areas of the eastern coastal lowlands: Grampian received only 6% of it’s
output in the form of direct subsidies, and Lothian and Fife respectively received
4% and 2% of output in this form. In examining direct subsidies as a percentage of

output in 1993, Copus (19954, p. 6) argues that “CAP reform seems to be reducing
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these Upland/Lowland contrasts in subsidy incidence to some extent”. In 1993 F ife,
which prior to reform received the least of output in the form of direct subsidies,
now had the largest percentage increase in direct subsidy expenditure: the
introduction of arable area payments led to an increase in payments of 369% (Table
4.1). Lothian saw an increase in payments of 188% while Grampian increased by
137%. However, in comparison, Shetland just increased by 37% while the Western
Isles saw a change of only 30%. Such changes were even more dramatic by 1995
as Table 4.1 shows. Between 1991-95 total direct subsidies had increased by
1,080% in Fife, by 410% in Lothian and by 316% in Grampian. Over the same
period the total increase for Shetland was 38% and for the Western Isles was 31%.
However, despite such differences in subsidy payment increases, overall the
regional pattern of subsidies incidence remained relatively unchanged. In 1995
Shetland and the Western Isles were still the winners in terms of high output in the
form of direct subsidy (42% and 44% respectively). Grampian received 21% of its
output in direct subsidy form while Lothian received 18% and Fife remained the
region receiving almost the lowest percentage (less than 16%) of output in direct

subsidy form (Strathclyde being the lowest at under 15%)).

4.5 Subsidy Dependence in Scotland

The above examination of EU direct income subsidies demonstrated clearly how
farm incomes had risen to such high levels following CAP reform. Indeed, Scottish
Office Minister Sir Hector Munro said of the CAP reforms: “the good news is that
this package should bring some modest benefit to farm incomes in Scotland”
(Munro, 1992, p. 8). As noted earlier, as the reforms proceeded farm incomes did
indeed rise but this surely led to an increased dependence on subsidies. Copus
(1997) examines changes in the level of subsidy dependence in Scotland between
1992 and 1996. During this period total direct subsidy payments increased from
£183 million to £476 million, more than doubling in real terms. Total indirect
subsidies are omitted from the figures (leading to a slight overestimation) but even

after taking this into account Copus (1997, p. 6) argues that:

.. it seems evident that the effect of CAP reform has beel} to signiﬁcantly
increase levels of subsidy dependence. When it is recognised that in 1996
subsidies accounted for 25% of Scottish agricultural output, and roughly
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90% (?f total in.come, the sustainability of such a situation must seriously

come Into question.

Gillanders (1994) argues that an examination of farm incomes gives ample evidence
of Scottish farming’s increasing dependence on subsidies. In 1993 net farm income
in Scotland rose by 24% from £185 million to £229 million - almost double the
1991 figure of £115 million. A poor harvest in Scotland in 1993 was the reason that
incomes rose by only 24% - the average UK increase was 62%. Gillanders (1994)
states that this rise in Scottish farm incomes was arguably bad news. His reason for
such an argument was that this rise in incomes was only as a result of a £102
million increase in Government and EU subsidies which totalled £283 million, a
figure set to rise as CAP reform proceeded. He hypothesised that without such a
high level of support Scottish farming would have incurred a net loss of £53
million, a loss which would have been even greater had there not been a £28 million
reduction in bank interest payments and a small reduction in borrowing. In
Shucksmith’s (1999) study of crofters in the Isle of Skye, some of the main effects
of the reforms, taken together with the devaluation of sterling, were found to be
increased net farm incomes and substantially increased crofters’ dependence on
subsidies and their vulnerability to their withdrawal.

Apart from dairying and pigs, all sectors of the Scottish farming industry
saw their dependence on support increase dramatically since 1989 and especially
since implementation of CAP Reform. The average subsidy on all types of farm
increased from £5,302 in 1988-89 to £17,429 in 1993-94 (Gillanders, 1994). In
1994 subsidies accounted for 54% of cash income on the average farm compared to
26% in 1989. Cereals and cropping farms saw the highest increases in subsidy
dependence for income - up from 5% to 59% and from 3% to 44% respectively;
specialist sheep farms were up from 87% to 132%, mixed farms were up from 18%
to 70% (Gillanders, 1994). The increases on specialist sheep farms and cattle farms
were more modest.

Gillanders arguments on increasing dependence on subsidies are found to be
true in Grampian. In examining average farm incomes on all types of farm in
Grampian it is abundantly clear that without subsidies farmers in the region would
have been very poorly off. Table 4.7 below outlines the Net Farm Incomes (NFI)
and total subsidy values (in real terms) for Grampian farms from 1991/92 to
1995/96 (using the average for all types and all sizes of farms). These figures

clearly emphasise the importance of subsidies to Grampian farmers. When the NFI
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Table 4.7 Net Farm Income and total subsidies for Grampian farms 1991/92-1995/96

£ (1991 Prices)
Year Net Farm Income Total Subsidies Net Farm Income
(Excluding Subsidies) (Including Subsidies)
1991/92 600 9,571 10,155
1992/93 12,176 9,607 21,783
1993/94 3,699 17,433 21,132
1994/95 (2,183) 20,977 18,794
1995/96 (9,230) 27,006 17,776

Source: Derived from data received through personal correspondence with the SOAEFD.

Table 4.8 Percentage change in Net Farm Income and total subsidies for Grampian
farms 1991/92-1995/96

Percentage Change (%)
Period Net Farm Income Total Subsidies
(Including Subsidies)
1991/92-1992/93 114.5 0.4
1992/93-1993/94 -3.0 81.5
1993/94-1994-95 -11.1 20.3
1994/95-1995/96 -5.4 28,7

Source: Derived from data received through personal correspondence with the SOAEFD.

is shown excluding subsidies it is seen that while farmers received over £12,000 in
1992/93, they clearly made a net loss in 1994/95 and even more so in 1995/96. The
real value of subsidies rose each year as shown in Tables 4.7 and 4.8, with the best
rise between 1992/93 and 1993/94, a rise of almost 82%. However, as total
subsidies rose, NFI (excluding subsidies) fell to such an extent that even with such

increases in subsidy values NFI (including subsidies) continued to fall each year

from 1992/93.

Figure 4.1 Net Farm Income for Grampian farms 1991/92 to 1995/96
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The dependence of farmers on subsidies for their income is more clearly illustrated
in Figure 4.1 above where it is seen that without subsidies income falls to very low
levels.

In 1994 the TSB Bank’s Agricultural Manager commented on the increase
in farmers’ incomes:

The most significant fact emerging from the incomes figures is that the
Scottish farming industry’s income last year was alarmingly dependent on
two sources - the effect of sterling’s devaluation and subsidy. A detached
observer would conclude that this is no long term future on which to base an
industry’s financial success (quoted in Gillanders, 1994, p. 5).

Truly there is a certain unhealthiness to such a subsidy dependent situation, a
situation which consequently undermines two of the CAP Reform objectives: to
reduce expenditure on support for farmers and to make farmers more responsive to

the market place.

4.6 Conclusions

Farm spending rose steadily over the period 1991-1995 with estimates of further
rises thereafter. Following the MacSharry Reforms of 1992 farm support was
shifted towards direct income payments to farmers, better known as ‘subsidies’.
This chapter examined the extent of subsidies and showed the increase in already
large subsidies that took place under the MacSharry Reforms. These amounts
increased greatly after the UK abandoned the ERM and a devaluation of sterling
took place as farmers got more pounds for their ECU based subsidies. Indeed
devaluation of sterling played a large part in the rise in UK farm incomes that
occurred between 1992 and 1995. As was pointed out above, there were overall
winners and losers but on average farmers did benefit from the effect of CAP
reform on subsidies.

When attention was then turned to the scale of EU financial assistance to
Scotland and Grampian what became more evident was the extent of the rise in
direct income subsidies for both livestock and arable sectors. Between 1991-95
total direct subsidies in Scotland rose by 139%, resulting in a rise in subsidy
payments from £149 million to £356 million. In Grampian the rises were even
more staggering with total direct subsidies rising by 316% between 1991-95, with

payments increasing from £18 million to £76 million. On average, livestock

147



farmers in Scotland saw their total direct subsidies rise by 48%. Grampian farmers
however saw their livestock subsidies rise by almost 75%. Furthermore, the rise in
total direct arable subsidies is quite overwhelming. Scottish farmers saw their
arable subsidies rise by a staggering 3,296% while arable farmers in Grampian saw
rises of 2,979%. Prior to CAP Reform Grampian was not an area with high
incidence of direct subsidy payment, the Region being a dominantly arable area and
not so specialist in cattle and sheep rearing as, for example, the central and western
Highlands. Thus, following the reforms arable farmers in Grampian benefited
greatly in financial terms from such an increase in subsidies.

In terms of total direct subsidies contributing to total output, it was seen
above that Scotland as a whole and Grampian Region both saw dramatic rises. In
1991 Scotland received over 9% of its total output in the form of direct subsidies;
this had risen to over 19% by 1995. For Grampian over the same period the rise
was from 6% to 21%. Total direct subsidies as a percentage of livestock output for
Scotland and Grampian rose between 1991-95 from 12% to 17% and 9% to 15%
respectively. For arable output the rises are even more dramatic: for Scotland total
direct arable subsidies rose from 1% in 1991 to over 23% in 1995 while Grampian
saw a rise from 1% to over 27%.

Overall, farmers in Grampian did financially benefit from the increase in
subsidies following the MacSharry reforms, indeed they did better than those in
Scotland as a whole. Of course, as was noted above, the devaluation of sterling that
occurred shortly after the implementation of the reforms also contributed to
increased farm incomes. However, as a consequence of all this, it can only be that
over the period in question farmers became more dependent on subsidies and
arguably became “subsidy junkies”. For Grampian, it was clearly shown that
without such high levels of subsidies, farmers would have undoubtedly faced
substantial net losses in incomes.

Having to this point examined the MacSharry CAP reforms (Chapter 2),
explained the agricultural situation in Grampian (Chapter 3) and determined the
level of EU financial assistance to the region in this chapter, the scene has now been
set. The following chapter now describes the methodology chosen to collect the

survey data in order to assess the impact of CAP reform on farmers in Grampian

and evaluate levels of farm diversification in the region.
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Endnotes

"EC ‘Structural Funds’ for rural Scotland are spent on non-agricultural programmes

anc.l .projects, mainly on infrastructure, and also on farm diversification, rural
training and support of rural businesses.

2 PERIFA is a programme targeted at regions affected by loss of employment

because of international agreements on disarmament and from trade concessions for
Central and East Europe.

3 The THERMIE programmes give support to innovative projects using natural
energy resources or reducing carbon dioxide emissions.

+ Market support consists of different mechanisms for ensuring higher prices for
agricultural products. Bryden et al. (1993, p. 9) refer to market support as
“..[plerhaps the least visible...” of the three types of European assistance to
agriculture. They go on to define market support expenditure as:

comprising the cost of intervention purchasing, export refunds,
humanitarian aid, and subsidies paid to the processors in order to sustain
prices (such as the oilseed crushing subsidy, or the casein subsidy), minus
the income from co-responsibility levies, and sales out of intervention...

(p. 10).

> Bryden et al. (1993) estimated that total market support in Scotland for 1991 was
£83.8 million of which oilseeds accounted for 36%, beef for 28%, cereals for 24%,

dairying for 24% and sheepmeat for 0.2%.

6 Capital grants to Scotland’s agricultural sector were of two sorts:

1. Agricultural Improvement and Marketing Grants. The grant schemes
included under this heading are:

Agricultural and Horticultural Development Scheme/Farm and
Horticultural Development Scheme
Agricultural Improvement Scheme
Rural Enterprise Programme incorporating:
Business development Scheme
General Marketing Assistance
Livestock Quality/Health Scheme
Crofting Counties Agricultural Grant Scheme/ Building Grants and
Loans
Farm Accounts
FEOGA Processing and Marketing

2. Environmental Grants. The grant schemes included under this heading
are:
Farm and Conservation Grant Scheme

Farm Woodland Scheme
Environmentally Sensitive Areas
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7 Livestock support included the following:

Annual Ewe Premium (AEP) - a headage payment, fully EC funded;
Sheep Variable Premium (SVP) - an EC deficiency payment specific to the UK,
phased out between 1990 and 1992;

Hill Livestock Compensatory Allowances (HLCAs) - a headage payment for sheep
and cattle producers in LFAs;

Beef Special Premium (BSP) - a headage payment on male beef cattle, paid at
slaughter;

Suckler Cow Premium (SCP) - paid annually on cows used for breeding beef
calves;

Compensation for cuts in milk quotas;
Milk Outgoers Scheme.

® Direct subsidies on arable crops were of three types:

set-aside subsidies;
small scale cereal producers aid (the refund of co-responsibility levy);
grass seed and linseed aid.

? The original green money system was introduced in 1969 in order to protect
farmers and consumers from currency fluctuations. The Commission thus invented
‘green money’ as a mechanism which would sustain one single price when the
values of the currencies in which that price was set were constantly changing.
Mooney (1995) defines green currencies as “the artificial rates at which farm
supports and price guarantees under the EU’s common agricultural policy are
translated from European currency units into national currencies” (p. 23).

19 The RPI for the years 1991, 1993 and 1995 are shown in the table below.

Table 4.9 Retail Price Index for 1991, 1993 and 1995

Month 1991 1993 1995
January 130.2 137.9 146.0
February 130.9 138.8 146.9
March 1314 139.3 147.5
April 133.1 140.6 149.0
May 133.5 141.1 149.6
June 134.1 141.0 149.8
July 133.8 140.7 149.1
August 134.1 141.3 149.9
September 134.6 141.9 150.6
October 135.1 141.8 149.8
November 135.6 141.6 149.8
December 135.7 141.9 150.7
Total 1,602.1 1,687.9 1,788.7
Average 133.5 140.7 149.1
Increase 1.00 1.05 1.12

Source: Parrington (1997), p. 43

Il gee Endnote 7 above.
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Chapter 5

Survey of the Impact of the 1992 MacSharry CAP Reforms on
Agriculture in Grampian Region: Methodological Description

5.1 Introduction

This chapter presents the hypotheses informing the surveys conducted as part of this
research and describes the methodology chosen to collect the data seeking to test
part of these. The general aim of this research is to assess and explain the impact of
the 1992 reform package of the Common Agricultural Policy (CAP) in Grampian
Region by means of empirical study of this impact. More specifically, the central
hypothesis is that:

The aims of the 1992 MacSharry CAP reforms were to reduce rising

budgetary costs and surplus production and to encourage more extensive

farming methods, in turn protecting the environment and reducing

surpluses. Whilst continuing to safeguard the basic CAP principles, two

main policy instruments would be embraced: lower intervention prices and

direct subsidy payments to farmers. In the case of Grampian it is

hypothesised that between 1992-95, the overall effect on agriculture and

on the industries indirectly related to agriculture was a positive one. The

secondary hypothesis is that the consequences of change wrought by

MacSharry on the existing pattern of agriculture was an acceleration of

industry change as farmers increasingly engaged in diversification and a

variety of alternative farming methods.
A survey of farmers in the region was chosen to investigate the impact of CAP
reform on Grampian Region and to evaluate the extent of alternative farming
activities caused by the reforms. This chapter examines the empirical fieldwork
relating to this survey with an analysis of the quantitative methodological
approaches used in this process. A separate survey was undertaken to examine the
effect of CAP reform on the agriculture-related industries in Grampian. The results
of this survey are described and commented on in Chapter 7.

Quantitative research, in terms of secondary analysis and, more importantly,
primary research, was the data collection method employed in order to survey the
impact of EU agricultural policy on agriculture in Grampian Region. A structured
questionnaire was completed through face-to-face interviewing with a sample of

full-time and part-time farmers in the Region. The sampling technique employed
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was that of quota sampling and a total of 227 farmers (representing 5% of full-time
and part-time farmers in the Region) were chosen for the survey using this method.
The 227 questionnaires were completed at a number of different agricultural marts
throughout the Region (see Table 5.1).

The chapter begins by looking at zow the survey was conducted (Section 5.2)
and then goes on to examine the reasons why the survey was conducted in this
fashion (Section 5.3). The following analysis therefore looks in detail at the

questionnaire type and design, the pilot study, the sampling frame and the actual

implementation of the survey.

3.2 Research Methodology: Implementing the Survey

Ackroyd and Hughes (1992) define survey research as “simply a matter of defining
one’s problem and selecting the appropriate tool or method for that problem” (p.
25). There are a variety of techniques which can be used to collect data: the highly
formal, the completely quantitative to the completely qualitative, the impressionistic
and also the journalistic (Ackroyd and Hughes, 1992). Some social science
researchers argue that some methodological approaches are incompatible with
others (Schwandt, 1989; Lincoln and Guba, 1985) whereas others see the merits of
using a variety of research methods (Allan, 1991; Patton, 1990; Eisner, 1981;
Reichardt and Cook, 1979). In this chapter the quantitative research methods (and
their appropriateness) which were chosen to investigate this particular research

problem are fully examined. These are methods which tend to be of interval or

ordinal type that can be manipulated by statistics.

5.2.1 Quantitative Research

Glesne and Peshkin (1992, p. 5) define quantitative research as “a research process
that uses an instrument, involves a large number of people, and is analysed by
reducing the data to numbers”. It is a process that involves collecting a limited
amount of information about a large number of cases. Under this approach,

researchers search for explanations and predictions that will generalise to other
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people and places. In order to produce generalisable results sampling strategies and
experimental designs are employed.

There are two broad types of quantitative research: primary research (where
the researcher both collects and analyses data) and secondary analysis (where data
from secondary sources, for example, population censuses, is analysed).! Although
a proportion of the information collected here is by means of secondary analysis,
primary research has been the main focus of the data collection.

There are a variety of ways of collecting primary data (Sommer and Sommer,
1980; Ragin, 1994) of which the questionnaire is the most widely used. This data
collection technique is of a highly structured form whereby each respondent is asked
the same set of questions. The respondent can fill out the questionnaire and return it
by mail to the researcher or it can be administered by face-to-face or telephone
interviews.? As mentioned in the opening paragraph of this chapter, data was
primarily collected for this research by the use of a questionnaire of pre-arranged
questions administered to a sample of farmers in the Region through face-to-face
interviews. The following three sub-sections now examine in detail how the survey

was implemented.

5.2.2 Questionnaire Wording and Design

The questionnaire was designed to provide a database to evaluate farmers’
perceptions of the impact of CAP reform and to attempt to explore the influence of
the reform on alternative farming methods. A structured questionnaire was
constructed which was administered by face-to-face interviews to a sample of 227
farmers in the Grampian Region. The questionnaire is reproduced in Appendix A.

The questions were grouped into four main sections to help structure the

questionnaire and provide a flow:

1. Farm Details
2. Consequences of the 1992 CAP Reforms:

Cereals, Oilseeds and Protein Crops
Beef
Dairy
Sheep
‘ Accompanying Measures’
Diversification

3. Other Consequences of the Reforms

4. General
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An attempt was made to word the questions carefully using clear, unambiguous and
useful questions. The questions were mainly of a closed type where respondents
were asked to circle the answers that applied to them. Alternative responses were
given to many questions and an attempt was made to ensure that the range was
exhaustive in order to avoid biasing responses. To ensure that nothing was missed
out, where appropriate, respondents were given the choice of ‘Other’ and asked to
specify. Where respondents were asked opinion questions, a ‘Don’t know’ response
was provided to avoid forcing respondents to give their opinion on issues on which
they had no opinion. Open-ended questions were kept to a minimum: out of a
possible 31 answers only two required an open-ended answer.

Contingency questions were also used. With these types of questions,
respondents were asked to move onto the next section if a particular set of questions
were not relevant to them. For example, farmers who did not rear dairy cattle or

sheep could skip these sub-sections.

5.2.3 Pilot Testing
The questionnaire was first tested informally on colleagues and friends. A copy was
also sent to one of the branches of the National Farmers Union of Scotland (NF US)
- key insiders with a good knowledge of the people to be surveyed. Here it was
examined for suitability in terms of length, wording and question content. As a
result one question which was deemed of little importance was dropped and a
suggestion was made for the inclusion of two others. A pilot study was then
undertaken using the kind of respondents to be used in the main survey. In this
situation the survey population was large enough to take a pilot sample without
jeopardising the main sample. The pilot study took place at Thainstone Agricultural
Centre (TAC), situated at Thainstone, Inverurie (see Figure 5.1). This is the main
agricultural auction mart in the north and north-east of Scotland (see Section 5.3.5
below for a detailed description of TAC).

Respondents were picked at random from those gathered around a snack bar
awaiting the next sale of relevance to them. They were given an explanation of
what the survey was about and asked two preliminary questions: Are you a farmer?

Are you a farmer in the Grampian Region? Those who answered ‘Yes’ to both
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questions and were willing to participate in the survey were chosen for the pilot
study. Fourteen questionnaires were completed for the pilot study.

The pilot study did not appear to highlight any problems with the
questionnaire. Respondents were told that they were participating in a pilot study
for a larger survey and were asked their opinion on aspects of the questionnaire such
as question length, question wording, comprehensibility of the questions and
question layout. From the responses there did not appear to be any necessary
changes to be made to the questionnaire. However, additions were made to
question (8), (10), (11), (12a) and (12b) in that a fourth option, Variable Changes,
was added to the list of responses provided for these questions. A pilot study is
therefore a useful tool for a variety of reasons. It enables the researcher to estimate
how long the questionnaire will take to complete, ensures that the questions being
asked are meaningful to the average respondent, and determines whether all
questions are worth asking. It therefore enables the researcher to justify changes in
questions, presentation and timetable. A pilot study will result in improvements to
the questionnaire and increased efficacy, but it must be realised that it will not
always highlight all the problems of the main survey. For example, in this survey
20 questionnaires were completed after the pilot study before a mistake was noted.
Question (2) required the respondent to circle the relevant age category that he/she

fell into:
1. 18-35 years 2. 36-55 years 3. 56 years or over

It was only after 20 questionnaires had been completed at the first visit to one of the
marts that it was noticed that the third category read 55 years or over. This was
immediately changed to that shown above. On the whole, however, the pilot study

was successful and so the main survey was able to proceed without delay.

5.2.4 Administering the Questionnaire

Questionnaires were completed with 227 different farmers, representing 5% of full-
time and part-time farmers in Grampian Region (see Table 5.2 for a breakdown of
this figure). The sampling technique employed was that of quota sampling where a
sample was deliberately selected which reflected the known composition of the

target population. A quota of 227 was chosen for this survey in order to reflect the
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proportion of different types of arable and/or livestock farmers in the target
population. The sample is therefore assumed to be representative. The criteria used
to establish who should be in the sample was that each respondent had to be a
farmer in the Grampian Region, regardless of age, sex, size of farm, location of
farm, use of agricultural land and forms of livestock reared, if any. This ‘quota
control’ was used to limit the number of respondents chosen within predetermined
quotas. It was therefore necessary to go out and look for respondents who
conformed to the quota requirements i.e. going to the various agricultural marts in
the Region and finding those in the quota controls. As noted above, two
preliminary questions had to be asked to ensure that those contacted met the quota
requirements: Are you a farmer? A farmer in the Grampian Region? Table 5.1

below shows the date that visits were made to each mart and the number of

questionnaires collected on each particular visit.

Table 5.1 Questionnaire data collection timetable

Date Mart Sale Type Questionnaires
Completed
07.10.94 | TAC' (a) Weekly Sales (Friday)’ 20
(b) Special Sale: Multi-Breed Show & Sale of
Pedigree Beef Cattle.
13.01.95 | TAC (a) Weekly Sales (Friday)? 29
(b) Special Sale: Dairy Cattle
25.01.95 | Maud (a) Weekly Sales (Wednesday) > 5
(b) Special Sale: Store Cattle
24.02.95 | TAC Weekly Sales (Friday) * 30
10.03.95 | TAC Weekly Sales (Friday) 2 26
26.04.95 | TAC Special Sale: Store Cattle and Beef Breeding Cattle; 22
Annual Multi Breed Show and Sale of Pedigree
Beef Cattle.
22.06.95 | Cornhill Weekly Sales (Thursday)® 8
27.06.95 | Elgin Weekly Sales (Tuesday) 17
28.06.95 | TAC Dairy Dispersal Sales; Special Sale: Commercial 18
Beef Breeding Cattle.
30.06.95 | TAC Weekly Sales (Friday) * 24
07.07.95 | TAC (a) Weekly Sales (Friday)* 28
(b) Special Sale: Dairy Cattle
TOTAL QUESTIONNAIRES COLLECTED 227
Notes: '  Thainstone Agricultural Centre

2 See Table 5.4 for details of weekly sales at each of the Aberdeen & Northern Marts in
Grampian Region.
The most questionnaires completed in any one visit were 30 (at TAC on 24.02.95).
Each interview conducted took between four and seven minutes to complete,
depending on the respondent. If a farmer had time and wished to discuss the issues
raised in the questionnaire, the total time spent with that particular respondent was

anything between ten and fifteen minutes. On average it was possible to complete
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in the region of between eight and nine questionnaires in one hour. Each visit could
only last on average between three and four hours as saes would start at between
10am and 11am and finish around 2pm (see Table 5.4). It was not appropriate to
approach farmers at the ringside while sales were taking place and therefore they
were approached whilst having a break outwith the rings. On some occasions, visits
to TAC coincided with electronic sales that take place in the main foyer of the
Centre. These sales would last up to 30 minutes and it was therefore not always
easy to collect data during this period. Many visits to sites were therefore necessary
to reach the quota set.

As Table 5.1 shows, only five questionnaires were collected at the agricultural
mart at Maud. Maud, 34 miles north of Aberdeen City, is a small village in the
district of Banff and Buchan (Figure 5.1). The farming land in this area is a mix of
both upland and lowland. Maud hosts a small rural community and farmers who
attend the mart there tend to be local, the trading area being within a short radius of
the centre. Weekly sales of prime cattle and prime sheep take place there each
Wednesday (see Table 5.4) as well as the ‘Special Sales’ which take place
throughout the year (see Tables 5.5 and 5.6). The visit to collect data took place
when, in addition to the weekly sales, a special sale of store cattle was also taking
place. However, there were few farmers present at the sale. Others present were
either lorry drivers or cattle dealers. As a result only five respondents participated
in the survey.

The mart at Cornhill is similarly situated to that of Maud. It is a small village
near the North coast of Banff and Buchan, 50 miles north west of Aberdeen (Figure
5.1). Cornhill mart is situated predominantly in upland farming country but some
lowland farmers from other parts of Banff and Buchan also attend. Weekly sales of
prime sheep and prime cattle take place at this mart each Thursday (see Table 5.4)
but as with Maud, farmers in attendance tend to be local. A total of eight
questionnaires were completed on the visit to this mart.

In contrast, Elgin is a large town 65 miles north west of Aberdeen in Moray
district (Figure 5.1). Farming land in this area is predominantly upland. Seventeen
questionnaires were completed at this mart - considerably more than at either Maud
or Elgin, but nevertheless, a lower figure than completed on average at TAC. Even

at this distance, farmers are prepared to travel to TAC to buy and sell livestock in
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order to get the best prices. Overall, it tends to be the local farmers with few heads
of sheep or cattle to buy or sell that attend these smaller marts.

A visit was also made to Laurencekirk Mart on 11.02.95. This is not indicated
in the table as no data was collected on this particular visit. Laurencekirk is a town
situated 30 miles south of Aberdeen in the district of Kincardine and Deeside,
surrounded by lowland farming country. Weekly sales are held at Laurencekirk
each Monday (see Table 5.4) and ‘Special Sales’ also take place on occasions (see
Tables 5.5 and 5.6). The visit to collect data was made on a Saturday when a
special sale of store cattle and beef-breeding cattle was taking place. It was not
convenient to collect data at this mart as sales were taking place in one main ring
where the auctioneer was using a loudspeaker system. Seating was situated around
the ring and so it was therefore not practical to approach the farmers present due to
the level of noise and the seating arrangements. All those present at the sales were
gathered at the ringside; no-one was standing around outside. Due to the physical
layout of this mart it was not therefore feasible to approach those present and have
them participate in the survey.

From Table 5.1 it can be seen that the majority of questionnaires (87%) were
completed at TAC, the main agricultural auction mart of Aberdeen & Northern
Marts based in Grampian Region. Because of the importance of TAC, Section 5.3.5
below looks in detail at this agricultural centre and its importance to the farming
community in Grampian Region.

Having examined how the survey was implemented, the following section
now looks at why the survey was compiled and implemented in this manner. This
involves examining the style and format of the questionnaire, the type of interview

technique, the sampling method, the different agricultural marts at which the data

collection was undertaken, non-response and rapport.

5.3 Research Methodology: Justifications

5.3.1 The Questionnaire

In order to select the best means of data collection, a review of different
methodologies took place. Interviews were then conducted with officials of the

National Farmers Union of Scotland (NFUS), Grampian Enterprise Ltd (GEL) and
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the Scottish Agricultural College (SAC). These are organisations that often conduct
research of differing types with the farming population and it was expected that they
could suggest the best way to access the quality and quantity of data required. All
recommended the questionnaire as the best method of data collection for this
particular research. This method was then tested by conducting a pilot
questionnaire which proved to be very successful. The questionnaire type, design
and actual implementation had to be carefully considered to suit the objectives of
the study and in particular the nature of the respondents. People are rarely
compelled to give information and so there is little reason why they should answer
survey questions. Because participation is therefore voluntary, it is important that in
compiling a questionnaire every effort is made to encourage co-operation and
interest in order to obtain a high response rate and accurate answers.

In terms of its degree of standardisation, the questionnaire was structured, that
is, a schedule was constructed which was strictly adhered to for all respondents.
The same questions, in the same order, were administered to all respondents in the
same way in order to standardise stimuli. This type of interview is found at one end
of a continuum. At the other end we find the non-standardised interview. With this
type of interview the interviewer will have a list of topics which are to be covered in
the interview. This type of interview is very flexible as interviewers are free to ask
questions any way they like and in any order. The focused interview is similar to
the non-standardised type, differing only in the extent to which the direction of the
interview is controlled by the interviewer. Between the two extremes is the
category of semi-structured interviews. This type of interview attempts to combine
the advantageous points of the two extremes. Specific questions have to be asked
but the interviewer is free to develop beyond each if necessary.

The non-standardised type is suitable mainly for exploratory studies where
little is known about the topic. This was not the case with this survey and in

addition, a large sample was necessary. The structured interview style was therefore

chosen for the following reasons:

1. The administration of the interviews would cost less in terms of time and money.
Non-standardised interviewing with a large sample would be costly as each
interview could take up to two hours or more to administer.
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2. Data produced in structured interviews is much easier and more straightforward

to process in comparison to that of non-standardised which is not easy to code
and analyse.

3. Structured interview results can also be presented in a quantitative form which is
important for the testing of hypotheses.

These structured questionnaires were completed through face-to-face interviews
with respondents. It was made clear from the interviews with the NFUS, GEL and
the SAC that a postal questionnaire would provide a very poor response rate. One
organisation, which wishes to remain anonymous, conducted a postal survey in
connection with a CAP Review Scheme, to all farmers in the Grampian Region at
the peak of CAP reform in 1992; the final response rate was 11%. It was therefore
expected that if a postal questionnaire was used for this research, conducted two to
three years after the reforms had begun to be implemented, an even lower response
rate could be anticipated. It was therefore decided that the best way to collect the
data would be by means of a questionnaire which would be completed through face-
to-face interviews. Given the nature of the respondents, implementing the

questionnaire in this fashion was suitable largely for the following reasons:

1. This method yields a high response rate, compared with the other two methods.
In a face to face situation, people are more likely to participate and respondents
are less likely to ‘break-off’ an interview than they would, for example, with a
telephone interview.

2. The interviewer is able to record both the context of the interview and also the
non-verbal gestures of the respondent if deemed necessary. In this survey, some
respondents, especially those with grievances they wished to air, spoke about
their particular situation after the questionnaire had been completed. It was
therefore possible to note some interesting comments that would not otherwise
have been made if a postal questionnaire had been used.

3. It is easier to locate and secure the co-operation of the respondents. You are
assured that the right person is completing the questionnaire.

4. It enables the interviewer to motivate and guide the respondent through the
questionnaire. The presence of the interviewer ensures that respondents are

interpreting the questions in the manner intended.

5. The interviewer can carefully record the answers and check that questions have
not been accidentally missed out.

6. Rapport can be established and maintained with the respondent.
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7. Overall the interviewer has a higher control of the interview situation.

However, there are a number of disadvantages in using this method of

implementation:

1. In terms of time, this can be a slow process. Many visits to sites were necessary
before all questionnaires were completed.

2. Bias can occur if more than one interviewer is involved as they could ask the
questions in a different manner to each other. However, in this survey only one
interviewer was used and an attempt was therefore made to ask each respondent
the same set of questions in the same manner.

5.3.2 Question Wording
In any questionnaire the wording of the questions is of fundamental importance.
Clear, unambiguous and useful questions must be developed. de Vaus (1994, pp.
83-6) provides a useful checklist of 16 questions which ought to be addressed in
order to avoid the most obvious problems with question wording. These include: Is
the language simple? Can the question be shortened? Is the respondent likely to
have the necessary knowledge? Will the words have the same meaning for
everyone? Is the question wording unnecessarily detailed or objectionable? These
were important questions to address when taking the target population for this
survey into consideration. Simple language was required - a simple question is
more likely to be understood than a long complex one and so the shorter the
question the better. It must be noted that farmers are busy people and to delay them
unnecessarily had to be avoided. As Glastonbury and MacKean (1991) note, a
“visibly fat questionnaire” or the likelihood of a lengthy completion will deter likely
respondents. It was therefore advantageous to be able to say at the start that the
questionnaire would only take up about five minutes of the respondents’ time.
Unlike a postal survey, respondents here were not able to reflect on questions at
their leisure or to look up records for accurate answers. This is clearly a
disadvantage of this method and therefore the researcher had to be sure that the
respondent was likely to possess the knowledge required to answer correctly.

Moser and Kalton (1971, p. 308) give some useful advice: “Watch out!

Ambiguous questions will produce non-comparable answers, leading questions

biased answers and vague questions vague answers’.

163



5.3.3 Questionnaire Design

A number of important factors had to be considered under this heading. Firstly,
because the questionnaire was to be administered by an interviewer the questions
had to be formed in such as way as to be easily read out - as in a normal
conversation. Secondly, in designing the questionnaire, decisions had to be made
on the response format - whether to use open-ended or closed (or fixed choice)
questions. The questions in this survey were mainly of a closed type. This

particular response format was chosen for a number of reasons:

1. Closed questions are quick to answer which was important in this situation as
people’s motivation to answer was likely to be low.

2. Closed questions are easier to code. It is the respondents who classify
themselves therefore the coder is less likely to misclassify what people meant, as
can happen in open questions. With open questions, the coding-categories can
only be decided after the survey has been completed in order to assess the range
of answers produced by the question

3. Closed questions ensure that the less talkative or incoherent people can also
respond.

4. Providing a list of alternative responses can act as prompts for respondents.

As mentioned in Section 5.2.3, when developing alternative responses, the
researcher must ensure that the range is exhaustive in order to avoid biasing
responses. The pre-testing and the pilot study were both used to ensure that a
thorough range of responses was provided. Use was also made of contingency
questions. The order of questions set in these sections and sub-sections was
important because if carefully done it would ease the respondent into the interview.
Ackroyd and Hughes (1992) suggest that the questionnaire should start with
uncontroversial and routine questions whilst personal and more intimate ones
should come later when sufficient rapport has been established. In this survey
however, the second question asked was about age. Contradictory to that argued by
Ackroyd and Hughes, the placing of this question did not pose a problem at all,
indeed many made a joke about their age which immediately established rapport.
Finally, care had to be taken that the questionnaire was well presented as in a
face-to-face interview situation the respondents were able to see the questionnaire as

it was being completed. Clear layout and printing were therefore essential.
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5.3.4 Sampling

Ferber et al. (1980, p.3) define a survey as: “A method of gathering information
from a number of individuals, a ‘sample’, in order to learn something about the
larger population from which the sample is drawn” (cited in May, 1993, p. 65). At
the turn of the century statisticians debated whether anything less than a complete
enumeration of the survey population would suffice (Kalton, 1983). Today the use
of sampling - that is collecting information about only some members of the
population - in surveys is used extensively. A complete enumeration is not always
feasible or possible and so many surveys are largely dependent on sampling.*

There are two broad types of samples: probability and non-probability.
Probability sampling includes the following popular types: simple random
sampling, systematic sampling, stratified sampling and cluster sampling. Using any
of these methods will result in every individual in the population having a known,
calculable and non-zero probability of being selected. Selection biases are therefore
avoided and statistical theory can be developed to examine the properties of sample
estimators.

With non-probability sampling, the chances of being selected are not
calculable as some people have a greater or unknown chance of being selected and
therefore no statistical analysis is possible as with probability sampling. Non-
probability samples can therefore only be assessed by subjective evaluation.
Despite this apparent weakness, non-probability sampling is widely used in practice.
The primary methods of non-probability sampling are purposive or judgemental
sampling and quota sampling, the method generally used of which there are many
variants. With a quota sample, a sample is deliberately selected which reflects the
known composition of the target population.

For this survey the non-probability method of quota sampling was chosen. A
definite ‘quota’ of 227, representing 5% of full- and part-time farmers in Grampian
Region, was chosen which reflects the proportion of different types of farmer in the
target population. The sample is therefore assumed to be representative. Table 5.2
below gives a breakdown of the number of farmers in the Region who are full-time,
half-time or more and less than half-time and also gives a comparison with the total
figures for Scotland. All together, there are 4,558 full-time and part-time farmers in
Grampian. Table 5.3 shows that this amounts to 20% of the Scottish total. Of all

full-time farmers in Scotland, 21% are to be found in Grampian Region.

165



Table 5.2 Farm occupiers in Grampian and Scotland 1994

' Full-Time Occupier Half- | Occupier Less | Total Full- and
Region Occupier Time or More | than Half-Time Part-Time

Occupiers
Number % Number % Number % Number %

Grampian 2,690 59 634 14 1,234 27 4,558 100

Scotland 12,549 56 3,767 17 6,074 27 22,390 100

Source: SOAFD (1994a)

Table 5.3 Farm occupier type in Grampian as a percentage

of the Scottish total

Occupier Type Total % of Scottish Total
Full-time 2,690 21
Half-time or more 634 17
Less than half-time 1,234 20
Full and part-time total 4,558 20

Source: SOAFD (1994a).

The survey was aimed at all occupier types in order for the sample to be
representative, thus full-time and part-time farmers were selected. There is the
danger with random selection that the sample may appear ‘unrandom’ and be
unrepresentative, for example, if the sample chosen included full-time farmers only,
the sample would hardly reflect a true picture. However, in order to avoid selection
bias in any sample design a random method is necessary. A non-random method
will mean that the sample selection is consciously or unconsciously influenced by
human choice. For this survey a strictly random method was not employed but an
attempt was made to pick the sample as randomly as possible without unconsciously
favouring or disfavouring some of the population units in the selection.
Respondents to this survey do appear to be random in that they were made up of
both full- and part-time farmers of differing types. The sample can therefore be said
to be representative.

Those who attend the marts on any particular day are not necessarily all
farmers so all kinds of people had to be approached regardless of age, sex and
appearance. To ensure that particular sub-groups were adequately represented in the
sample i.e. the different types of arable and livestock farmers, the method of
stratification was employed. This involved dividing the population into the
different groups or strata and sampling as randomly as possible within each. It was
necessary to ensure that the sample group was as typical of the target population as
possible in order to be able to make generalisations from the results. It was

therefore necessary to plan in advance which sales to attend at the particular marts.

166



To have attended prime cattle sales only would have resulted in a biased sample as
those rearing sheep, dairy cattle, farrow cows and so on would have had an unequal
chance of being selected in the sample. Table 5.1 shows that a variety of different
sales at different marts were attended during data collection to ensure that different
farmer types were approached.

Randomness tends to be favoured in academic research as it ensures that the
estimate of the population value is unbiased. However, practical aspects, for
example, geographical spread of respondents, and the nature of the survey
population (all those who are potential respondents) forced the use of non-

probability samples (what Bryman, 1985, p-113, calls convenience samples) in this

survey.

5.3.5 Implementing the Questionnaire

When it was realised that a postal questionnaire was likely to result in a very low
response rate, plans had to be made of how, when and where it would be most
convenient to carry out the data collection. The geographical spread of the sample
population would cause problems if interviews were to take place at randomly
selected farms throughout the Region. Grampian Region covers an area of
8,700km? with a population of 516,570. There are 6,648 agricultural holdings
throughout the Region and a total of 4,558 full-time or part-time farmers (see Table
5.2 for a breakdown of this figure). A number of farmers will therefore own more
than one farm in the Region.

The following discussion gives a brief account of the different Aberdeen &
Northern Marts in Grampian Region’. Most of the data was collected at Thainstone
Agricultural Centre, the main auction mart of Aberdeen & Northern Marts, which
itself is a division of the AMN Group Ltd.

(a) ANM Group Ltd

ANM Group Ltd is one of Europe's largest farmer-owned agri-businesses. It has 8000

6

farmer members and annual sales of up to £240 million°. The main business of the

Group is livestock auctioneering, although in the last few years they have adopted a
diversification policy resulting in the group's involvement in auctioneering, meat

processing, electronic auction, land agency and catering interests, both within and
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outwith the agricultural industry. The ANM Group is one of the most prosperous

farmer-owned businesses in the UK.

(b) Aberdeen & Northern Marts
Aberdeen & Northern Marts is one of the main divisions of ANM Group Ltd. It is the
largest farmer-owned auction company in Europe with annual sales of over £120
million. It meets the needs of both buyers and sellers by providing an extensive
livestock marketing service. Live auction is mainly used but electronic auction sales
are also offered.

Thainstone Agricultural Centre (TAC), by Inverurie, is the main auction mart.
In addition to TAC there are five satellite auction centres at Caithness Livestock
Centre (Wick, Highland Region), Laurencekirk, Maud, Cornhill and Elgin (all in

Grampian Region) (see Figure 5.1 for the location of the Grampian marts). Weekly

sales are held at all these branches.

Figure 5.1 Location of Aberdeen & Northern Marts in Grampian

Fraserburgh

Peterhead

B Location of Aberdeen & Northern Marts in Grampian

Times and details of the weekly sales which take place at the five marts based in
Grampian Region are shown in Table 5.4. Aberdeen & Northern Marts stress the
importance of these smaller centres: "[they] form a vital part of the business and
ensure a complete professional service, including valuation and compensation claims,

is available locally in all areas" (ANM Group Ltd, 1994, p.5). In addition to the
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weekly sales, seasonal sales also take place at Bettyhill, Dunbeath and Kingussie
(Highland Region) and at Aboyne and Tomintoul (Grampian Region) (Figure 5.1).
Table 5.4 shows that TAC hosts the majority of livestock sales for Aberdeen &
Northern Marts in Grampian Region with a variety of sales held on four days of the
week. In addition to the weekly sales held at all branches of Aberdeen & Northern
Marts, 'Special Sales' also take place frequently. Table 5.5 and 5.6 show the
percentage of ‘Special Sales’ taking place at each of the Aberdeen & Northern Marts
situated in Grampian Region for the period July-December 1994 and January-June
1995 respectively.

Table 5.4 Weekly sales held at Aberdeen & Northern Marts (Grampian only)

MART DAY TIME SALES
TAC Monday 11.00 a.m. | Prime Cattle
1.00 a.m. | Prime Sheep
Tuesday 9.30 am. | “Electronic Sale” of Prime Cattle followed by Prime
Sheep
Thursday 10.30 am. | Dairy Cattle, Young Calves, Weaned Calves and Stirks
11.00 am. | Young and Store Pigs, Cull Sows and Boars
10.00 a.m. | Poultry
11.30 a.m. | Prime Cattle
1.30 p.m. | Prime Sheep
Friday 10.00 a.m. | Store Cattle
10.30 a.m. | Beef Breeding Cattle
10.30 am. | Store and Breeding Sheep
11.45 am. | Young Bulls, Prime Cattle, Farrow Cows and Bulls
9.30 a.m. | “Electronic Sale” of Prime Pigs
12 noon | “Electronic Sale” of Feed Grain
Cornhill Thursday 10.30 a.m. | Prime Sheep followed by Prime Cattle
Elgin Monday 10.30 a.m. | Store Cattle
Tuesday 10.30 a.m. | Prime Sheep, Prime Cattle and Farrow Cows
Laurencekirk | Monday 12.30 am. | Prime Sheep
2.00 p.m. | Prime Cattle and Farrow Cows
Maud Wednesday | 10.00 a.m. | Prime Cattle
12 noon | Prime Sheep

Table 5.5 Special sales held at Aberdeen & Northern Marts (Grampian only):

July-December 1994
Mart No. of Special Sales % of Scottish Sales

Aboyne 7 8

Cornhill 7 8
Laurencekirk 7 8

Maud 10 12

TAC 50 60
Tomintoul 3 4
TOTAL 84 100

Source: Derived from Aberdeen & Northern Marts Sales Schedule (All Marts)
July-December 1995
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Table 5.6 Special sales held at Aberdeen & Northern Marts (Grampian only):
January-June 1995

Mart No. of Special Sales % of Special Sales
Aboyne 0 0
Cornhill 5 9
Laurencekirk 8 14
Maud 16 29
TAC 27 48
Tomintoul 0 0
TOTAL 56 100

Source: Derived from Aberdeen & Northern Marts Sales Schedule (All Marts)
January-June 1995

Tables 5.5 and 5.6 clearly show that of the ‘Special Sales’ taking place at the
Aberdeen & Northern Marts based in Grampian Region over the year July 1994-June
1995, a large percentage took place at TAC: 60% between July and December 1994
and 48% between January and June 1995. The mart at Maud was the next busiest
with 12% and 29% during July-December 1994 and January-June 1995 respectively.
It is therefore appropriate to examine in more detail the importance of Thainstone

Agricultural Centre to farmers in Grampian Region.

(c) Thainstone Agricultural Centre

Thainstone Agricultural Centre (TAC) was built in 1990 at a cost of over £5 million.
By 1994 its stock holding facilities had to be extended. It is the most modern auction
mart complex in Europe, incorporating several innovative design features to assist in
the efficient and stress-free handling of livestock’.

Although Aberdeen & Northern Marts emphasise the importance of the smaller
satellite centres, they do encourage the farmers in the region to come to TAC to sell
their livestock, otherwise these farmers lose out. For example, it was found that cull
cows were mostly being bought by agents at the branch centres during the week.
These agents were then selling the same livestock at the Friday sales at TAC for a
higher price (interview with General Manager of TAC, 22/2/95). Although Aberdeen
& Northern Marts were collecting commission twice in one week on the same
animals, they believe that their primary concern has to be with the well-being of their
farmers.

Aberdeen & Northern Marts covers the north and north-east of Scotland,
incorporating both Highland and Grampian Regions, but the main buying agents are to
be found at TAC. At the smaller branch marts, the trading area tends to be within a

short radius of the centre. In contrast, many producers come to TAC from within all
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the districts in Grampian (including Elgin and south of Laurencekirk), from Tayside
Region, and from Highland Regjon, including Inverness and the Black Isle (see Figure
3.1). Producers also come from as far afield as the Isle of Skye, the Isle of Lewis and
the Orkney and Shetland Islands - in 1994 over 50,000 sheep from the Shetland
Islands and over 18,000 cattle from Orkney were sold at TAC. Producers are
therefore clearly identifying TAC as the central agricultural trading place in the north
and north-east of Scotland.

Friday is the busiest day of the week at TAC when hundreds of farmers gather
from miles around for the weekly sales (see Table 5 4) and also for the ‘special sales’
which often take place on a Friday too. It is however estimated that perhaps up to
two-thirds of those attending TAC on a Friday are neither buying nor selling
(interview with General Manager of TAC, 22/2/95). In addition to being an auction
mart, the centre is also a place where farmers from Grampian and the surrounding
regions meet socially on a regular basis. TAC also contains a number of banks,
insurers, accountancy firms, feed stores, outdoor clothing stockists, a branch of the
NFUS, and so on. It also has a restaurant, snack bar and lounge bar.

Table 5.7 below shows the total value of livestock sold at the Aberdeen &
Northern Marts (both Grampian and Highland Regions) for the year January-
December 1994. The importance of the mart at TAC is further emphasised in these

figures.

Table 5.7 Value of sales of livestock sold at Aberdeen & Northern Marts
January-December 1994

Mart Total Value of Livestock’ % of Total Sales
Sold in 1994 (£Million)

TAC 76.5° 67.9

Elgin 10.5° 9.3

Maud 10.3* 9.2

Laurencekirk 5.0 44

Caithness 4.4 3.9

Cornhill 44 3.9

Electronic Marketing 1.1 1.0

Aboyne 0.4 0.4

TOTAL 112.6 100

Source: Aberdeen & Northern Marts, Summary Sheets January-December 1994.

Notes: 'Livestock includes the following: Store Cattle Prime Cattle
Store and Breeding Sheep Prime Sheep
Breeding Cattle (Commercial) Farrow Cows
Breeding Cattle (Pedigree)* Pigs

(* Sold at TAC only) Dairy Cattle* Lamb Marketing

’This figure includes ‘Special Sales’ and ‘Seasonal Sales’which took place at Tomintoul.
3This figure includes ‘Seasonal Sales’ which took place at Bettyhill.
“This figure includes ‘Seasonal Sales’ which took place at Dunbeath and Kingussie.
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As shown in Table 5.7 above, the total value of livestock sold at the various Aberdeen
& Northern Marts in 1994 was £112.6 million. Of this total, £76.5 million
(approximately 68%) was made up from livestock sold at TAC. This represents a 2%
increase from the previous year - January to December 1993 - when total value of
livestock sold at TAC amounted to £75.0 million. Indeed summary accounts show
that since 1984 the TAC share of the total value of livestock has increased each year.
Furthermore, the number of livestock units sold at TAC in 1994 increased by 3.5%
from the previous year, although the total value of livestock sold increased by only
2%. At the same time the number of livestock units sold overall by Aberdeen &
Northern Marts was decreasing each year. These changes and the possible reasons for

such changes are discussed more in Chapter 7 (Section 7.4.8).

From the above discussion and data presented, it is seen that TAC is the main trading
place for farmers in the Region. It is therefore clear that in undertaking the survey at
the various marts in the Region, with the bulk of the questionnaires completed at
TAC, it has been possible to get a more representative sample of farmers in the region
than would have been possible if a postal questionnaire had been employed. The
quota sampling method used does, of course, introduce bias as it is only those farmers
who attend the various marts that have a chance of being chosen for the sample. Even
of those who do attend the different marts, there is no guarantee that they were in

attendance when the data collection at the different marts took place.

5.3.6 Non-Response

It is sometimes argued that quota sampling helps bypass the problem of non-
response (Kalton, 1983). What actually happens with this method is that an
alternative respondent can replace an unwilling or unavailable respondent. During
data collection for this research, no effort was made to calculate non-response rates,
but it is estimated that approximately one in four people were unwilling or unable to
participate. Some of those approached did not fall into the category of ‘farmer’ in
Grampian Region. Others were farmers, but had travelled to the marts from other
regions such as Highland or Tayside. Some were lorry drivers, livestock agents, or
there as a friend of a farmer, and one was even a farmer’s gardener. Of the

Grampian farmers who did not respond, the main reason given was that they were
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on their way to the next sale where they were either buying or selling and had no

time to stop.

5.3.7 Rapport

Rapport is the term given to an effective field relationship. It is argued that rapport
1s a “necessary but not sufficient condition for obtaining good data” (Glesne and
Peshkin, 1992, p. 94). In order to establish rapport, researchers are expected to have
a sense of humour, know the language of the respondents, wear appropriate clothes,
and maintain confidentiality. The researcher can to some extent, manipulate these
personal characteristics. Appropriate dress was an important factor to consider
when undertaking this survey. It was important that the interviewer did not look
like a salesperson requiring more than participation in a five minute questionnaire.
It should be noted that the interviewer changed in terms of dress between the pilot
study and the main survey in order to ‘fit in’ with the target population. Informal,
casual dress was deemed appropriate. Regarding confidentiality, at no point was the
respondent required to give his name, address or telephone number. Even then, a
small percentage of respondents were rather suspicious of what the information was
to be used for and needed to be assured of the confidentiality of the survey.

Rapport was established with most respondents at the very start of the survey.

On only two occasions did those being interviewed break off the interview before it

was completed.

5.3.8 Summary

This chapter has explained the methodology chosen to collect the data to assess the
impact of CAP reform on farmers in Grampian Region and to evaluate the extent of
diversification. The data was collected by means of a face-to-face questionnaire:
227 farmers were surveyed through this method accounting for 5% of the region’s
occupiers. The next stage in the empirical fieldwork involves the coding, analysis
and presentation of the data collected. The following chapter therefore presents the
results of this survey, describing and discussing the results obtained from
implementing the above methodology, although much of the discussion on the

results relating to farm diversification occurs in Chapter 8.
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Endnotes

! Hinde (1991), Dale et al. (1988) and Hakim (1982) provide some useful insights
into secondary analysis.

2 See de Vaus (1994) for a summary of the advantages and disadvantages of the
various methods of administering questionnaires.

3 For a fuller discussion of the advantages and disadvantages of face-to-face

interviews, as well as postal and telephone questionnaires, see May (1993), Fowler
(1988) and Moser and Kalton (1971).

4 See Moser and Kalton (1971) who list several advantages to sampling.

> The other main mart in Grampian is Huntly Auction Mart Plc. The General
Manager was approached and a request made for information on the Group such as
Annual Reports and any available summary statistics. Such information was denied
on the basis of confidentiality.

% See, for example, the Group Report and Accounts for 1995 (ANM Group Ltd,
1995).

7 TAC's modern, heated and well-serviced premises also host the Thainstone
Specialist Auctions division of the ANM Group. The aim of this division is to
develop and promote the non-agricultural auction activities of the group. Sales of
vehicles, household goods, furniture and antiques take place weekly. Specialist sales,
clearance and liquidation sales also take place.
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Chapter 6

Survey of the Impact of the 1992 CAP Reforms on Agriculture in
Grampian Region: Data Analysis

This chapter presents the results of the survey of Grampian farmers undertaken in
order to investigate aspects of the hypothesis informing this research as stated in
Chapter 1. Data analysis was performed using a range of SPSS operations (SPSS
Inc., 1993) which focused largely upon frequency distributions (Section 6.1), two
way cross-tabulations (Section 6.2) and significance tests conducted according to
data type (Section 6.3). Particular use was made of three way cross-tabulation

exercises to explore relationships between variables.

6.1 Frequencies

The total number of respondents to the questionnaire was 227. The following
statistical analysis shows how each question was answered and the different

percentages relating to each.

6.1.1 Farm Details

(a) Description of the Sample

The majority of respondents, that is 84%, were full-time occupiers; 15% were part-
time occupiers; and, 1% classed themselves under the heading of ‘Other’ (stating
that they were semi-retired, assistant farmer or hobby farmer). Most respondents
(52%) were aged between 36-55 years, 31% were 56 years and over, while only
18% of those interviewed were aged 18-35 years. 55% of respondents owned farms
of between 20-199 acres while 43% owned farms of 200 or more acres. Only 2% of
respondents owned farms of up to 20 acres. 60% of respondents had farms located
in lowland Grampian while 37% had upland farms. The remaining 3% had farms in
both upland and lowland Grampian. A ‘typical’ farmer from this sample was
therefore found to be a full-time occupier, aged between 36-55 years and owning a

farm of between 20-199 acres located in lowland Grampian.
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(b) Agricultural Land

Figure 6.1 below shows how respondents used their agricultural land at the time of
interview. They were given a list from which to choose what applied to them
including ‘Other” where they could specify something not listed. Virtually all
respondents had grass for mowing and grass for grazing (99% for each), while 53%
used the land for rough grazing; 4% said land was fallow. The most popular crops
grown by respondents were spring barley (89%) and winter barley (32%). Wheat
was grown by 29% of respondents, oilseed rape by 24% and oats by 21%. 57% of
respondents grew turnips, 5% seed potatoes and 2% grew vegetables for human
consumption. Crops for stock feed were grown by 16% of respondents. Only one
respondent grew maincrop (0.4%) and one grew bulbs (0.4%). No one grew peas,

triticale, earlyware or soft fruit. The ‘Other’ option was chosen by 1% who said

they grew beans.

Figure 6.1 Respondents use of agricultural land
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Grass for Grazing
Rough Grazing
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(¢) Livestock

Figure 6.2 shows the different forms of livestock raised by respondents. The
majority of respondents raised beef cattle (96%) and sheep (77%). Dairy cattle
were reared by 14%. Only a few respondents had pigs (1%), poultry (4%), or goats

(2%). In the category ‘Other’ 1% said they raised horses. Only one respondent

(0.4%) reared no livestock.

Figure 6.2 Livestock reared by respondents
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(d) Set-aside

When asked if they had land set-aside 40% of respondents said they did not. Of
those that did, 92% had land set-aside in rotation; 4% had non-rotational set-aside;
and 4% had rotational and non-rotational set-aside. Of the respondents who had
land set-aside 35% had less than 15% set-aside, 49% had 15% set-aside and 16%

had more than 15% set-aside.

6.1.2 Cereals, Oilseeds and Protein Crops

Only 8% of respondents did not grow cereals, oilseeds and protein crops (COPs).
The remaining 92% were asked how their income derived from COPs had been
affected by the relevant CAP changes (taking into account compensation paid for
the reduction in institutional prices and for land set-aside). The results are shown in
Figure 6.3 below, where 58% of respondents said incomes had increased while 32%
said incomes had not really changed. Only 9% said that incomes had decreased

while 1% said variable changes had taken place.
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Figure 6.3 Income changes for respondents with COPs

No Change
300, Variable

1%

Decrease
9%

Increase
58%

When asked if they had moved away from cereals to oilseed rape in recent years,
89% of respondents with COPs said they had not. Those who said they had were
asked to state their reasons for doing so. The remaining 11% stated that they had
moved from cereals to oilseed rape for the following reasons (some respondents

gave more than one reason):

1. financially more profitable 78%

2. guaranteed income 22%

3. less risk involved 9%

4. good subsidies 4%
6.1.3 Beef

Those respondents who had beef cattle (96%) were asked how income derived from
beef production had been affected by the 15% reduction in the beef support price
(taking into account compensation paid through increases in the suckler cow
premium and the special beef premium). Figure 6.4 shows the responses to this
question with 38% of respondents reporting no real change in their income while
36% reported increased incomes. Incomes had decreased for 19% and changes had

been variable for the remaining 7%.
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Figure 6.4 Income changes for respondents with beef cattle

Variable

No Change 79,

38%
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6.1.4 Dairy

Only 14% of respondents reared dairy cattle. They were asked how the reduction of
milk quotas, the reduction in milk and butter prices and the abolition of the milk co-
responsibility levy had affected their income derived from dairy production. It was
found that incomes had increased for 47% of respondents while 25% reported no
real change in income; incomes had decreased for 22% of respondents while 6%
said variable changes had taken place (see Figure 6.5). Those respondents who
said incomes had decreased were then asked if this decrease had been balanced by
the decrease in feeding costs - 100% said ‘Yes’, incomes had been balanced by the
decrease in feeding costs. This suggests that the dairy sector was not adversely
affected by CAP reform, but rather that reform had a favourable impact on the

majority of producers.

Figure 6.5 Income changes for respondents with dairy cattle

No Change Variable
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6.1.5 Sheep

Sheep were reared by 77% of respondents. When asked if their flock size had
changed since 1991 (the year prior to the MacSharry reforms taking place) 48% of
respondents said there had been no real change in the size of their flocks, 33% had
seen an increase but 12% had seen a decrease. The remaining 7% said variable
changes in flock sizes had taken place. Respondents were then asked how incomes
derived from sheep farming had been affected by the relevant CAP changes ( taking
into account the fall in price of cereal-based foodstuffs as a result of CAP reform).
Figure 6.6 shows that for 40% of respondents, sheep incomes had increased, 28%
reported no real change in income, while 21% said variable changes had taken

place. Only 11% of respondents said income from sheep farming had decreased as

a result of CAP reform.

Figure 6.6 Income changes for respondents with sheep
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6.1.6 Accompanying Measures

All respondents were asked if they had become involved in production techniques
which protected the environment, landscape and natural resources. Only 14% of
respondents said that they had. The remaining 86% of respondents were not
involved in environmentally friendly production techniques of any kind. Those
respondents who said ‘Yes’ were then asked to choose from a list the
activity/activities they were involved in (the category ‘Other’ was also included
where they could specify any activities they were involved in which were not

covered in the list provided). The results were as follows:
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—
.

env?ronmentally friendly production methods
2. environmental upkeep of abandoned land

69%
34%

3. extensification by an increase in the area devoted to the

present crop of livestock

25%

4. setting aside land for at least 20 years for environmental

purposes
5. organic farming
6. other

3%
3%
0%

All respondents were also asked if they had considered afforestation and the

development of forestry activities on farm as an alternative use of agricultural land.

22% of respondents said they had considered such activities; the remaining 78%

had not.

6.1.7 Diversification

When asked if they had considered alternative ways of diversifying their farming

operation, only 11% of all respondents said they had, leaving 89% whom had not

considered diversification. Those who had diversified from traditional farming

practices were asked to specify the new business activities they were involved in.

Ten different activities were recorded:

touring caravan/camping sites

.
2. farm shop

3. holiday cottages
4. bed and breakfast
5

6

sporting lets (shooting and fishing)

golf course/driving range
7. ostrich production
8. organic farming
9. chalets to let
10. horse livery

32%
16%
12%
12%
12%
8%
8%
4%
4%
4%

Table 6.1 Respondents’ reasons for diversifying from traditional farm-based activities

REASONS RESPONSES (%)
I. The economic outlook for most farm commodities is unfavourable. 4
2. There 1s a growing market for some alternative products and services 48
from farms.
3. Spare buildings, rough land or water courses etc. were available to put 56
to alternative use.
4. A new farm based venture was a challenge. 72
5. Advisory and financial support is available for diversifying from 44
traditional farming.
6. Reform of the Common Agricultural Policy. 0




Respondents engaged in diversification were then asked to indicate their reason(s)
for diversifying from traditional farm-based activities. A list was provided for them

and the responses are shown in Table 6.1 above.

6.1.8 Other Consequences of the Reforms
(a) Labour

Respondents were asked how agricultural labour on their farms had been affected
since 1992, that is, had the numbers of full-time workers, part-time workers, hired
labour or family labour changed. Table 6.2 below shows the responses for each
category of labour type: 31% of respondents had full-time workers on their farm:;
9% had part-time workers; 6% had hired labour; and, 99% had family labour on the

farm. In each category, the majority thus stated that agricultural labour on their

farms had not really changed since 1992.

Table 6.2 Changes in agricultural labour on respondents’ farms since 1992

Type of Labour Increase Decrease No Change Not Applicable
(%) (%) (%) (%)
Full-time workers (31%) 3 3 25 69
Part-time workers (8%) 2 1 6 91
Hired labour (6%) 2 0 4 94
Family Labour (99%) 5 1 93 1

(b) Machinery

Respondents were asked if they had had to reduce the amount of machinery (capital
equipment) owned or leased in order to cut fixed costs: 87% said they had not while
13% said they had. Those who had reduced capital equipment owned or leased
were then asked if, as a result of having to do this, they had moved towards shared
ownership of some machinery in an effort to spread costs over a number of
holdings. To this 83% said they had not while 17% said they were involved in

shared ownership of some equipment.

6.1.9 General
In the final section of the questionnaire respondents were asked four general-type
questions. First, they were asked how extensive the changes were that they had had

to make to their farming operation as a result of the CAP reform. As shown in
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Figure 6.7, changes were not necessary for 62% of respondents, some changes were

necessary for 35% of respondents, while only 3% stated that major changes were

required.

Figure 6.7 Changes to respondents’ farming operations
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Secondly, respondents were asked if they believed that the new CAP had created a
more stable environment for farmers to improve their competitiveness: 62% of

respondents said ‘Yes’, 28% said ‘No’ and 10% said ‘Don’t know’ (Figure 6.8).

Figure 6.8 CAP reform and a more stable environment
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Thirdly, respondents were asked how aware they were of new developments in the
CAP from Brussels: 31% said they were unaware, 65% said they were fairly aware

and 4% said they were very aware of changes and new developments (Figure 6.9).
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Figure 6.9 Respondents’ levels of awareness of developments in the CAP
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In the final question on the questionnaire, respondents were asked if, overall, they
believed that they had benefited from the recent CAP reforms. A clear majority
0f70% said they believed that they had benefited from the recent reforms, 18% said
they believed they had not benefited and 12% said they were not sure (Figure 6.10).

Figure 6.10 Respondents’ benefiting from the CAP reforms
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6.1.10 Summary

The above frequencies would appear to suggest that the majority of respondents
fared well from the 1992 CAP reforms. The majority of respondents with COPs
(58%) and the majority of dairy farmers (47%) said that their incomes had increased
since CAP reforms took place. Although the majority of beef cattle farmers (38%)
and sheep farmers (48%) said that incomes had not really changed, a much higher
percentage said that incomes had increased rather than decreased. Figure 6.11
shows the percentage of respondents reporting increases, decreases, no changes or
variable changes in each sector of COPs, beef production, dairy production and

sheep production. For each it is clear that, overall, increases were much more

prevalent than decreases.
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Figure 6.11 Respondents’ income changes for crops and livestock
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