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PREFACE

Foremost in eliciting changes to the Common Agricultural Policy
of the European Community has been its escalating costs. But the
distribution of benefits from the Common Agricultural Policy
should also be germane, though it has not received the same at-
tention as the concern over support expenditure. This report
identifies the benefits from price support of the Common Agricul-
tural Policy to farms of different type, size, income class and

region,

The report was prepared by Colin Brown, Ph.D., while Aage Walter-
Jdgrgensen, Head of research division, and Arne Larsen, Director,

participated in the editing process.

Statens Jordbrugsgkonomiske Institut, May 1989.

Arne Larsen



FORORD

Debatten omkring tilpasning af den fmlies landbrugspolitik i EF
har navnlig vedrgrt omkostningerne ved den fgrte politik. Forde-
lingen af de opnaede fordele for landbruget er givet langt min-
dre opmarksomhed, omend dette er et vasentiigt element i den
landbrugspolitiske midisztning. I den foreliggende rapport tages
spgrgsmilet op med henblik pa at belyse fordelingen af de opnde-
de gevinster pd grupper af bedrifter, indkomstkategorier og re-
gioner i EF.

Statens Jordbrugsgkonomiske Institut, Maj 1989.

Arne Larsen
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SUMMARY AND CONCLUSIONS

In the debate concerning CAP reform, the distribution of its
benefits should be foremost. Most attention has focussed on the
cogts of the CAP, however, with little awareness of how the
support has been distributed. The price oriented nature of CAP
support and a heterogeneous agricultural sector yield an uneven
pattern of benefits among EC farms. A key task of this study
involved identifying the benefits from CAP price support to

farms of different type, size, income class and region.

Commodity price support should be expected, a priori, to yield
benefits in proportion to commodity output. But the CAP is a
multi-product regime embodying disparate levels of commodity
support. Individual farm benefits from the CAP depend not only
on farm ocutput, but also on the composition of production and on

the levels of commodity support.

Farm size, nonetheless, markedly influenced the pattern of CAP
benefits. Empirical results for the EC for 1984/85 and 1985/86
revealed that gains to farms of a particular size exceeded those
on smaller farms, irrespective of farm type. Benefits to large
farms were 15 times the magnitude of those to small farms.

Analysis of CAP gains per annual labour unit intimated a lower,

though still considerable, bias to large farms.

In general, benefits from the CAP to livestock oriented farms
exceeded those to crop oriented farms. Dairy farms, for instance,
accrued gains at least 50 per cent higher than for other farm
types. But farm size conditioned the variation in CAP benefits
among farm types. Medium and small dairy farms realized lower

benefits than those to large non-dairy farms.

Benefits from the CAP were distributed regressively among EC
farms. Gains concentrated on the higher income farms, with the
third of farms with highest agricultural incomes per labour unit
receiving almost two thirds of all CAP benefits. Conversely,
less than 12 per cent of CAP benefits accrued to the third of

farms with lowest incomes.



Analysis at an £C level, however, masks the full pattern of CAP
benefits. Each country exhibited its own distribution of benefits
reflecting the characteristics of its agricultural sector. Even
within individual countries, large variations emerged. Consider
France, where annual benefits of around 40 thousand ECU on large
cereal farms in the Paris basin compared with gains of around 10
thousand ECU on the small mediterranean farms of southern France.

Substantial variation in CAP benefits arises across EC regions;
farms in the mediterranean regions receiving considerably less
than farms in the northern regions of the community. But most of
the regional variation in CAP benefits primarily was associated
with the divergent farm sizes and not the different levels of
commodity support. Manipulation of price support among commodities,
therefore, would not eiicit a more even distribution of CAP

benefits across EC regions.

Little information concerning the spread of CAP benefits in
Denmark gleans from the analysis for the EC. Farm type and
composition of production exerted more influence over the
distribution of benefits in Denmark. The largexr sizes of
pig/poultry and horticultural farms, for instance, failed to
realize higher relative benefits for these farm types. Dairy
farms enjoyed most gains from the CAP, as indeed they did in

most countries.

mhe low labour usage and part time nature of many smaller farms
in Denmark influenced the pattern of CAP benefits among farms of
different sizes. Benefits per farm increased rapidly with farm
size. But benefits per annual labour unit were more evenly
distributed. Moreover, a less regressive distribution of CAP
penefits transpired in Denmark. The third of farms with highest
agricultural incomes, however, still received well over half of
the danish benefits from the CAP.

Results from the analysis highlight the importance of CAP benefits
to individual farms and, implicitly, the resistance to a change

in policies eliciting these benefits. Gains from the CAP typically



represented more than a quarter of the value of farm output and
a half of net farm value added. Many farms in the northern parts
of the community received annual benefits of over 20 thousand ECU.
Considerable motivation exists, therefore, for active lobbying
to maintain this support. The concentration of benefits among

the large, higher income holdings further encourages collective

rent seeking.

But are substantial farm benefits and a distribution weighted
in favour of large, higher income and particular type farms the
desired effects of intervention in EC agriculture? The disparate
and regressively distributed benefits seemingly diverge from
social norms in the EC. And especially so given the extensive
costs incurred by taxpayers, consumers and society to effect
price support through the CAP. Policy makers in the EC need to
consider whether their intervention in the agricultural sector,
especially their reliance on price support, justifies the consid-

erable costs of that support.

Detailed analysis of the distribution of benefits from CAP price
support may enlighten aspects of agricultural support in the EC.
A more informed debate concerning cost-effectiveness of the CAP

demands it.



=]10=



-11~-

1. INTRODUCTION

Since the mid 1980s, significant adjustments to the CAP of the
EC have occurred. Foremost in eliciting these changes has been
concern over escalating spending on agricultural support: a
concern reflected in support policies. Higher food prices have
also led to some consternation, though not with the intensity or

effect of the concern over support expenditure.

Scrutinizing costs of the CAP, though fruitful, captures only
part of the CAP legacy. Attention must also be directed to the
recipients of the CAP if cost-effectiveness of the policy is to
be reviewed. Commodity price support in conjunction with a
heterogeneous agriculture yields an uneven distribution of
benefits. And this uneven spread of CAP benefits is not readily
apparent, nor has it been widely identified, Current policy
changes within the CAP, therefore, warrant an ex-post review of

the distribution of CAP benefits.

A detailed disaggregation of benefits from CAP price support
follows in this report. Representative farm benefits are
identified for farms of different type, size, income class and

region in each country.

1.1 Heterogeneity in EC agriculture

Given heterogeneity in EC agriculture, a common agricultural
policy based on price support would be expected, a priori, to
yield a non-uniform distribution of benefits. Yet the
distribution and extent of the variation is not trivially
apparent, being dependent on: the composition of agricultural
production; the levels of commodity support; and the structural

characteristics of EC farms.

Variation in the composition of agricultural production in the
EC-10 is outlined in Table 1.1. Mediterranean countries
principally undertake non-cereal crop production, while

livestock production dominates in the northern members. Even in
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the latter countries, however, different livestock activities
pcredominate; notably beef in Ireland, milk in the Netherlands
and Germany, aad pig prcduction in Denmark. Given the diverse
national compositions of production, the disparate commodity
support {see Table 1l.1) entails a varied distribution of CAP

benefits among countries.

Varied compcsitions of production and commodity support,
nevertheless, explain only part of the spread of CAP beneficts.

The size distribution cf EC farms alsoc impacts. The price
oriented nature ¢f CAP support ensures that each commodity
support is closely related to commodity output. The relationsnip
between farm size and CAP benefits, however, is subject to the

different compcsitions of production and commodity support.

Tabla 1.1. Coposition of agricnlbaral production in BC countries - 1985

E‘!

Cereals Other Fruit & ¥ Milk Beef & Pigmeat Poultry
crops  vegetables veal & eggs

— share of =main procacts in the value of agricuitaral production (%) ——

Belgium 2.8 5.0 13.3 0.0 16.6 21.5 21.6 8.3
Detmaric 15.2 6.3 3.8 0.9 22.8 10.5 28.9 2.9
Germamy 9.4 5.9 6.4 3.5 25,7 16.8 18.9 5.1
Greece 2.6 5.0 2.9 1.9 9.2 3.9 3.9 5.0
France 18.9 0.1 11.9 16.2 17.2 15.8 6.7 7.5
Ireland 4.9 1.8 2.4 0.0 35.4 7.7 5.6 3.6
Italy 10.6 7.6 20.5 6.9 11.9 2.9 6.6 8.9
Lusemboury 8.0 0.2 1.2 6.2 45.3 .1 9.3 1.1
Netherlands 1.3 4.0 11.1 0.0 26.4 1.6 19. 8.2
United Kingdox 18.7 4.5 9.1 2.0 21.5 15.0 8.6 1.0
10 12,5 6.6 13.7 4.7 12.2 14.i 11.4 7.4

—Netcmeenafitsasa%ofﬂ'evalm@fagricﬂturalMctimn—

BC support 37.3 47.42) 18.4 3.2 32.7 32.6 3.8 4.1

1) Net mroducer gains Dran the (AP as a percentage of the wvalue of agricultural prodaction,
For livestock products, estimates acocsmt for the additional feed cereal cogts of the CAP.
2) Caleulated for sugar, oilseeds and tobacco only.

Source: Derived from Comissicn of the Europesn Commmities "The Agriculitural Situwation in
the Comamity - 1986 Report™ and Brown (1988).
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Farm size and labour usage diverge markedly between EC countries.

Notably, a dichotomy emerges between the large farms of northern

Eurcpe and the small mediterranean farms, Details of the consider-
able variation in farm structures among EC farms are provided in

Commission of European Communities (1987). An overview appears in

Table l.2. Disparate farm sizes and compositions of production

lead to an uneven spread of CAP benefits amcng EC farms.

1.2 Farm incomes

Heterogeneous farm structures and compositions of production
entail a marked variation in farm incomes. Much of the CAP is
oriented towards social goals, and consideration of farm incomes
will be crucial in any analysis of the distribution of CAP

benefits,
Substantial variation in farm incomes arises not only between EC

countries but alsc among farm types and sizes in each country
(see Table 1,2}, Agricultural income, however, may be a poor

Table 1.2. Structural variation in EC farmes - 1985/86

Size Laboxr usage Farm income
{hectares) (ammal work units) (farm net value added/anmual work units)
Average Range over Range over
farm types farm sizes

e Ha —— — A — - thousand BCJ —
Belgium 22,6 1.62 19.2 17.1 = 27.9 11.8 = 33.5
Denmark 35.5 1.23 21,7 12,9 - 36.4 1.1 -~ 34,9
Germeamny 7.4 t.76 10.8 8,0 - 14,5 4.2 - 18,0
Greece 6.0 1.81 5.1 4.1 - 9.1 3.9 - 15.6
Franoe 37.2 1.63 12.0 8,5 - 19,7 5.7 - 4.4
Ireland 39.1 1.3 8.9 5.7 - 11.3 2.8 - 30.8
Ttaly 1.8 1.73 7.4 6,0 - 33,7 3.3 - 23.8
Lurenbouryg 42,3 1.75 13.9 12.7 - 15.5 13.3 - 17.7
Netherlands 20.5 1.9 22.8 17.3 - 27.9 15.0 - 27.8
United Kingdom 147.2 2.63 14.7 6.8 = 23.1 1.2 - 18.6
ECi0 27.8 1.74 9.9 7.4 - 24.2 3,5 = 22,2

Source: Camtission of European Commmnities: "The agricultural situaticn in the commmity 1987 repart®;
and "Ecoromic situation of agricultural holdings in the FEG- report 19874
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indicator of the welfare of farm housenolds. QIff-farm income
commonly supplements agricultural income, and it is farnm
household income that is paramount in determining “"social need".

Thus, commodity price support will not be the sole contributor

or infiuence on the income and welfare of farm households.

Although a consistent series of agricultural income data across
C countries are available from the Farm A¢countancy Data Network
(FADNX), czomplementary data on farm householid income are not.

Preliminary surveys, nonetheless, intimate that off-farm income
contributes markedly to the total income of farm households (see

Table 1.3). Cecllection of farm housenold income data is a

5
Table 1.3. Surveys of off-farm activity and incomel’

(a) Per cent of farm households with gainful activities
cutside of agriculture in 1985

-== per cent =--

Belgium 31.9
Denmark 31.1
Germany 42.5
Greece 34.4
France 32.3
Ireland 33.4
Italy 26,2
Luxembourg 19.8
Netherlands 19.8
United Kingdom 21.4
EC10 30.5

(b) Agricultural income as a percentage of the
disposable income of agricultural households

-— year --— -== peYr cent -—--
Germany 1980 71
1981 68
1982 73
1983 69
1984 71
France 1983 59

1) Surveys reviewed in Hill (1988)
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necessary adjunct to assessment of the social role of the CAP.
Initial attempts to establish such a data series are described
in Hill (1988).

Examination of income data for danish farm households reveals
the importance of off-farm income (see Table 1.4). Danish farms
receive around 40 per cent of their income from off-farm
sources. Moreover, one half of danish farms are classified as
part time, based on their equivalent annual labour usage being
less than 1800 manhours. Four fifths of the income on danish
part time farms derives from off-farm sources., Reliance on
off-farm income is lower, though still substantial, on full time
farms accounting for cne fifth of total income. The relative
importance of off-farm income and part time farming has

increased in recent years.

Table 1.4 Qff-farm income of farm households in Denmarkl) 2)

Proportion Full time Part time

Year of farms

that are Income % of which Income % of which

part time is off-farm is off farm

-— -== Thousand ECU and per cent —-—
1982/83 47 297.3 16.7 137.4 75.0
1983/84 49 268.3 20.3 131.9 83,7
1984/85 51 383.2 15,7 161.7 69.7
1985/86 53 356.6 19,0 156.0 78.7
1986/87 52 344.5 21.2 172.6 81.3
1987/88 52 315.1 27.3 177.0 90.3

1} All farms represented exceed 5 hectares in size. Part time farms are
those with an annual labour usage below 1800 man hours.

2) Total income is a factor income, namely all farm household income before
net interest payments, rent, depreciation and own labour. The off farm
component of total income consists of gross profit from non-farm
enterprises, wage earnings of the farm household, pensions and imputed
value of the farm dwelling.

Deduction of nominal interest payments reduces most of the variation in
factor incomes between full and part time farms. But higher incomes still
transpire on full time farms if real interest payments are used.

Source: Derived from Statens Jordbrugsskonomiske Institut; “Heltidslandbrugets
Zkonomi" and "Landbrugsregnskabstatistisk" (various issues).



Off-farm income on danish part time farms was twice the amount
received on full time farms. The much larger agricultural
incomes of the latter farms, nonetheless, entailed that total
factor incomes on full time farms doubled those on part time
farme. Larger incomes to full time farms also arose after

deduction of real interest payments.

1.3 Policy determination within the CApP

Despite being a key element of eurcpean agriculture, the CAP has
evolved over time more as a set of piecemeal suppcrt instruments
rather than as a means of acheiving set policy goals. The
lack of a specific policy crientation can be traced to the
origins of the CAP in the late 1950s under the formation of the
new European Community.

Development of a customs union in Europe was not motivated by a
desire for a common support policy for agriculture. Quite the
reverse, Some intending members argued that establishment of a
european customs union warranted a uniform set of agricultural
policies. But harmonization of agricultural policies even for
the original six members proved a demanding task given the
amalgam of existing policies and heterogenecus agricultural
sectors., National agricultural policy in some countries, notably
Germany, encouraged small inefficient farms dependent on
ceonsiderable support. Other countries, such as the Netherlands,
sought a more efficient agriculture thrcugh market oriented
policies, The protracted negotiatiocns accompanying the BENELGX
agreement foreshadowed the proplems of harmonization of

agricultural policies in eurcpean economic integration.

The difficulties encountered in harmonizing national agricultural
policies ensured that the Treaty of Rome inaugurating the EC
remained vague on the form of a common markxet in agriculture, on
the rules of agricultural competition in the community, and on
the degree of support. Article 39 of the Treaty pertaining to
agriculture referred only to fundamentalist notions such as:

"ensuring a fair standard of living"; "increasing the individual
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earnings of persons engaged in agriculture"; and "guaranteeing
regular supplies and reasonable prices to consumers". Further
progress did not emerge from the Stresa conference, set up to
formulate a common policy for agriculture following the Treaty

of Rome,

Impetus arising from the EC entering its second transition phase
in 1962, nonetheless, forced the resoclution of a common policy
for agriculture. Many of the principal elements of CAP regimes
emerged, notably variable import protection and the reliance on
price policy as a means of support. Subseguent debate led to
price levels being set at the upper spectrum of existing national
prices, notably German prices, institutionalizing high support
throughout the EC. Individual countries, however, maintained
substantial control over non-price support policies. In general,
the CAP substituted the price support element of existing

national policies.

High prices rapidly encouraged production, escalating agricultural
support costs in the community. Expenditure from the CAP realized
the major proportion of community funds, constraining the use of
these resources in other areas. Moreover, the trade diversion
effects associated with high levels of import protection focussed
international attention on the CAP. The CAP, perhaps inadvertently,
became the focus of attention for all EC activities.

Inevitable strains accompanied the increasing importance of the
CAP., The growth in commodity surpluses and support costs, and
subsegquent burden on the EC budget, led to a perceived need for
major reform, But despite some proposals to overhaul the CAP
into a coherent set of policies, for example the "Mansholt
Plan", no systematic approach transpired. Instead, the tendency
has been for marginal changes to the CAP to alleviate its more
adverse effects. Current agricultural "stabilizer" measures
accompanying major changes to EC financing arrangements testify
to the marginal nature of CAP reform. Despite the opportunity
this latest review afforded, no substantive long term changes to
agricultural policy were initiated, with attention focussed more

on short-run budget discipline,



If imminent EC budget crises subjected the CAP to gradual
incrementalism in its developing stage, however, why have more
fundamental long-run reforms not emeraed as the CAP enters a
more mature stage of its existence? The failure ofi short-run
measures to address some of the underlying problems of the CAP
may explain the continued attention to resolution of short-run
crises, But other forces, some of which are outlined below, also

impede more substantial reform of tne CAP.

The evolution of price support, and its associated problems, is
not unigue to the EC. Agricultural gupport policies in other
developed countries exhibit similar developments. One socurce of
difference in the evoclution of EC agricultural policy, however,

lies in the institutions governing EC policies.

Implementation of, and changes tc, agricultural pelicy in the EC
involves 3 main pbodies, namely: the Commission (or administrative
organ of the EC): the Council (of XNational ministers); and the
Parliament. The latter, despite now consisting of directly elected
members, has no legislative power and exerts minimal sffect on

agricultural policy in the EC.

Agricultural decision making primarily reverts tc the Commission
and the Council. Official proposals and revisions are undertaken
by the Commission. But it does not operate in a vacuum in arriving
at these proposals, taking account of the views of member coun-
tries, the Parliament and other sources, including interest groups.
Decisicns are then made by the Council of agricultural ministers.
The Commission exercises further power over agricultural policies

in the administration and management of commodity schemes.

The orientation of the CAP towards price support instead of, for
example, a more targeted direct income support reflec¢ts this
institutional structure. The Treaty of Rome enabled most decisions
to be made according to the rule of gualified {weighted) majority.
But controversy over this rule, notably problems with France in
1965, led to a unanimity requirement for most agricultural

decisions., Unanimous voting schemes avoid adverse outcomes for
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particular members, but only at the expense of increased decision
costs. Although fewer countries have invoked their power of veto
in recent years, or at least by doing so effected ocutcomes
markedly divergent from the qualified majority, agricultural
decisions continue to involve considerable time and effort.

The major decisions by the Council of agricultural ministers
involve the annual price review, namely the setting of guide
prices, and monetary compensatory amounts, for all commodities.

Differing national interests in specific commodity markets ensure
that this seemingly elementary task involves protracted negotia-
tions, especially in recent years. To introduce more complex
support mechanisms requiring decisions on various parameters
{target population, level of support, etc.) would appear to entail

insurmountable decision costs given current decision rules.

Making decisions at a supranational level also influences
agricultural policies. In a national environment, agriculture
competes with other interests for funds with checks imposed by
national political debate. But these immediate pressures wane
when decisions are made at a supranational level by a Council of
agricultural ministers. Moreover it is agricultural producers,
the major recipients of CAP benefits, who are the main concern
of agricultural ministers. Consumers and taxpayers, who bear the
brunt of the CAP, receive little empathy. Although agricultural
ministers should be expected to pursue national interests ahead
of sectoral interests, many CAP reforms have reguired heads of
government summits to resolve impasses left by agricultural

ministers.

The Commissicon also bears on agricultural policy in the EC. And
its influence extends beyond that normally attributed to adminis-
trations or bureaucracies. While it is the Council who ultimately
decides; they vote on proposals solely forwarded by the Commission.
Considerable influence attaches to the Commission in its formula-

tion and revisions of proposals.

As with other regulatory and bureaucratic entities, the Commission
will be influenced by, among other things, lobby groups, prestige,
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maintenance of administrative structures and risk aversion.

Administration of the CAP involves decision costs both in time
and resources for the Commission, and its proposals often pursue
a patn of least political resistance rather than optimal EC
welfare or achievement of set goals. The lack of clearly defined

policies magnifies the apparent ambivalence of the Commission.

The Commission, nevertheless, may actively pursue reform if the
CAP conflicts with cther Jommission activities:; notably if
agricultural spending impinges on the EC budget and the desire
by the Commission to devote more community attention towards a
free internal market and increased resources to regional and
research funding. Morecver, the Commission is more likely to
pursue policy reform if there is broad community debate and

general empathy for such reform.

Forces influencing the CAP, however, arise not only from EC
institutions. The CAP generates sizeable gains for existing
owners of fixed factors of agricultural production. Considerable
pressure exists for a maintenance of these benefits, and more so
given that the benefits tend to be highly concentrated among
producers encouraging collective action for rent seeking.
Extensive lobbying testifies to the rent seeking by agricultural
producers. This study seeks to examine how CAP benefits have
been distributed among agricultural producers, or perhaps of
more interest, where those rents would be lost in the apsence of
price support through the CAP.
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2. METHOD OF ANALYSIS

Analysis of the distribution of CAP benefits in this study
involved a two stage procedure. Effects of the CAP on producer
welfare were first identified at a national level for each
commodity support:; these being subsequently disaggregated among

individual "representative” farms.

In the first stage, a comparative static partial equilibrium
model identified the long-run effects on producer welfare of a
simultaneous liberalization of all CAP commodity prices and
instruments supporting prices. Effects arising from the
guidance or structural aspects of the CAP along with other
social and regicnal policies of the EC affecting agriculture
were excluded. The following results, therefore, confine to the
benefits from price support alone, though the predominance of

these measures entails that most CAP effects are accounted for.

Benefits to livestock producers were a net support, namely the
benefits from higher livestock product prices minus the coats
incurred on higher feed prices of the CAP. World reference
prices used in the analysis were adjusted for the price
depressing effects of the CAP. That is, the world prices prices
prevailing under a unilateral liberalization of the CAP. In that
a more liberal CAP may be conditional on similar reform of
agricultural support in other developed market economies, then
the model may overestimate the support to milk products and
understate that to coarse grain products. Full details of the
model and data socurces employed are reported in Brown (1988).

Data considerations limited the analysis to the period 1984/85
and 1985/86. The estimated CAP effects on national producer
welfare by commedity for the two years are reported in Appendix
1. Depressed global agricultural markets increased the implicit
level of price support in the two years following the study
period. Subsegquent adverse weather conditions and various
surplus disposal schemes, however, have temporarily improved

global markets and reduced CAP support. Results for 1984/85 and
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1985/8&6, ncnetheless, broadly portray the level of CAP price
support prevailing in the 1980s.

In the second stage of the analysis, national producer welfare
effects by commodity were disaggregated among representative

farms in the manner desgcribed belcw:

Yo Ky ky
(1) Dphr:v EkPW Q. .y for all v, r and y.
(2) rRoPWY = pepwWY /Ny fer all v, r and vy.
r:v r:v' "r:v
where DPWY_ is the CAP induced change in producer welfare

for group r farms in distribution categqory v
in country y:

RDsz_ is the CAP induced change in producer welfare for a
"’ representative group r farm in distribution category v
in country y;

Pwky is the caAP induced change in producer welfare in
country y associated with commodity k supporrt;

ky
r:v

) is the proportion of commodity k output {or output

eligible for support} in country y produced by
group r farms in distribution category v; and

Nz-v is the number of group r farms in distribution category v
"7 in country y.

Thus, CAP induced changes in producer welfare for each commodity
support in each country (Pwky} were distributed among groups of
farms (r:v) using output distribution coefficients (Q:fv) which
specified the amount of naticnal production of commedity k
produced by each farm group. The distributed benefits were summed
over all commodities to estimate a total change in producer
welfare from the CAP for each farm group {DPWE:v
the number of farms in each farm group (Ni:v) yielded

}. Division by

representative per farm benefits from the CAP (RDPW¥.V).

A key assumption of the analysis was that the distribution of
producer benefits from commodity price support was proportional
to commodity output or, at least, that proportion of output
eligible for support. In addition, a similar response to price
changes was presumed for all farm groups.
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The use of standard welfare analysis entails various implications
for the results reported in this paper (see Currie, Murphy and
Schmitz 1971). For convenience, benefits from the CAP are
presented in the following discussion primarily on a per farxm
basis. But it is the owners of factors of agricultural production
not perfectly elastic in supply who enjoy the benefits of higher
CAP prices in the long-run. Much of the support, for instance;,

is capitalized into land prices.

Previous distributional analyses disaggregated national producer
benefits among farm groups according to their value of naticnal
agricultural output {see, for example, Buckwell et al. 1982).

But complications arise in that the CAP is a multi-commodity
regime embodying disparate levels of commodity support.
Disaggregation from a national total over all commodities
assumes either the same distribution of cutput among farm groups
for all commoditiea, or uniform commodity support levels. Both
price support and the distribution of output among farm groups,
however, do vary among commodities. The disaggregation of
producer benefits from a country by ¢ommedity level in this
study, therefore, yields a more accurate portrayal of the

distribution of CAP benefits.

Disaggregating producer benefits in the manner described in
Equations (1) and (2) requires output data for each commodity in
all countries. In this analysis, FADN data of the EC at the most
detailed level of disaggregation were employed. The FADN has not
evolved sufficiently to preclude shortcomings in data collection
and representativeness. But it does provide the most consistent
output data across EC countries. And FADN data are widely
recognized in the EC; while their use enables comparisons to be

drawn with other FADN statistics.

The use of FADN data confined the analysis to 1984/85 and
1985/86. Later periods were excluded because of FADN data
availability. Prior periods were omitted to enable use of FADN
data based on the most recent structural and economic (standard

gross margin) data. Thirteen crop and 8 livestock categories are
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specified in FADN output data at the level 1 disaggregation. But
the model used in the study estimated changes in producer welfare
for 25 commodities. The incorporation of model commocdities into

FADN commodity groups is outlined in Appendix 2.

Farms represented in the FADN sample seek to depict commercial
farms in european agriculture only, and do not account for all
agricultural production in the EC. Less than half of the 6.4
million farms in the EC are represented. A selection criteria
based on an economic¢ size threshold identifies commercial farms
(see Table 2.1).

The propcrtion of commodity output produced on FADN farms for
all commodities and member countries are reported in Table 2.2.

Estimates in this table were derived from EC farm structure data
(Commission of European Communities 1987) using the economic
size thresholds listed in Table 2.1. The extent of total
production aceccunted for by FADN farms varies between countries
and commodities. FADN farms account for almost all producticon in
Denmark and Ireland, but the relatively high selection criteria
for Germany entails that a substantial, though still minor,

proportion of production is not accounted for by FADN farms.

Table 2.1. Selestion criteria for FADN farms

Country Size thresholdl)

=== ESU —==

Belgium

Denmark

France

Germany

Greece

Ireland

Italy
Luxemdoury
Netherlands )
United Kingdom

[

[
[sela el SRR L R e 00 S X

1] Selection criteria are based on an economlc slze of farms,
namely European Size Units (ESU) where 1 ESU equals 1100
ECU of total standard gross margin.

2) Not including Northern Ireland where the size threshold is
4 ESU.
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Table 2,2. Proportion of total cutput accounted for by FAIN farms

BLEJ Dermark France Germarny Gresoe Irelard Italy Nether- United

lands  Kingdom

Cereals 92,0 98.6 92.2 a81.3 86.7 93,7 85.3 94.6 98.5
Sugar 97.2 99,9 99.7 97.7 a8.6 99.7 97.2 96.0 99,3
Cilseeds 9.0 100.0 9.5 94.6 91,2 100.0 93.6 9.5 99,5
Olives 98.0 100.0 9.5 94,6 91.2 100.0 93.6 9.5 99.5
Fruit 92.3 100.0 88.9 70.8 86.7 100.0 83.6 90.6 94.5
Citrus 92.3 100.0 83.9 70.8 86.7 100.0 83.6 20.6 94.5
Vegetables 92.3 100.0 88.9 70.8 86.7 100.0 83.6 90.6 94.5
Wine and grapes 71.2 100.0 87.3 80.2 78.0 100.0 76.5 100.0 100.0
Milk 94,1 100.0 90.0 85.8 92,7 99.5 95.5 97.8 99.1
Beef and veal 90,0 99,6 a7.8 85,7 9.7 94.2 9.9 94,2 91.3
Pigmeat 96.0 99.9 97.0 88,1 97.5 99.9 96.3 93,7 96.3
Sheepmeat 42.9 87.2 77.1 55.7 94.4 97,7 92.4 69,0 89.1
Poultrymeat 80.8 92.6 92.7 90,7 B83.3 98,1 94.6 94.4 90,0
Eggs 80.2 99.3 92.9 90.2 T7.1 96.3 93.6 %.5 84.6

Source: Derived from BC farm structure data provided in Commission of Eurcpean Commmities (1987) and
the FAIN selection criteria (see Table 2.1).

The estimates of CAP induced changes in producer welfare used in

the first stage of the analysis,

production,

producer welfare effects for FADN farms alone,

(3) pup™Y

= PW

ky ky

however,

An adjustment was needed,

therefore,

for all k and y

namely:

were based on total EC
to determine

where PWFky is the CAP induced change in preoducer welfare for

FADN farms in country y associated with
commodity k support;

zky is the proportion of commodity k output in country y
produced on FADN farms.

With the distribution of producer welfare among FADN farms being:

Y _ ky
(4) RDPWr:v-(EkPWF Q.

k

Y Y
:v)/Nr:v

or substituting (3) into (4):

(5) RopWY

r:v

ky . ky ky Y
(Z,@°" pPWw "0 )/N

r:v

for all v,

for all v,

r and y

r and y:

The adjustment to total producer welfare (zky), accounting for
the lower proportion of output produced on FADN farms, is
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based on the relationship between commodity price suppeort and
commodity output. Estimates of aky are provided in Table 2.2.

Producer benefits frem the CAP were distributed according to
farm type, economic size, income class and region. To facilitate
presentation of the results, distribution categories foliow
those commonly reported in Commission publications. Nine types

of farm, 8 economic size groups, 5 income classes and 62 regions

Table 2.3, Distribution categories used in the analysis

FARM TYPE

: cereals
general cropping
horticulitural
vineyards
fruit/olives
dairying
drystock
piga/poultry
: mixed

FARM SIZE (European Size Units: ESU)
{where 1 ESU equals 1100 ECU of standard gross margin)

: 2 -4

: 4 - 6

Tt & -8

: 8 - 12

1 12 - 18
: 16 = 40
: 42 - 1¢0
s » 100

INCOME CLASS
(Farm net value added divided py annual work units; ECU)
: < 4000
: 4000 - 8000
1 8000 - 12000
: 12000 - 24000
1 » 24000

REGIONS

Countr Number of regions
BeIg1um7¥uxembourg

Denmark
Germany

Greece

France

Ireland

Italy
Netherlands
United Kingdom

[\ [\8]
O = O N ] Y
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were specified. The basic categories are listed in Table 2.3. &
more detailed description of the groups appears in Appendix 3.

Classification of farms by type is based on their primary source
of total gross margin. Farm types used in the analysis, therefore,
describe broad categories of farms with different degrees of
specialization. For instance, "horticultural®™ farms and
"vineyards" and, to a lesser extent, "dairying" and "pig/poultry"
farms exhibit substantial specialization in their agricultural
production. Most pig production in the community, nevertheless,
is produced on "mixed" farms., Specialization on "general
cropping”, "mixed", "drystock" and "fruit/olive" farms is
typically low., Most specialization of farms arises in the
Netherlands, while farms in Italy and Greece exhibit a varied

composition of production even on the more specialist farm

types.

The distribution of CAP benefits by farm size draws on an
economic size parameter to enable comparison between extensive
crop enterprises and intensive livestock enterprises.

Specifically, farm size is expressed in terms of European Size
Units (ESU), where one ESU is equal to 1100 ECU of standardized
total gross margin (standardized to 1981/83 and over commodities

and regions}.

For distribution by income class, the use of the income
parameter "farm net value added divided by annual work unit"
classifies farms according to income per labour unit rather than
abgolute farm income, facilitating a more uniform comparison
between full and part time farms and among farms with different

labour usage.

The representative farm effects described in Equations (2) or
(5) are an average of all farms in a particular farm group. But
CAP benefits vary between individual farms. Average per farm
results, therefore, yield only a general portrayal of individual
CAP effects among broad farm types. More detailed analysis,
including the analysis of the interaction between farm type and
farm size in Section 3.3, may elucidate individual CAP effects.
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average per farm results may be deficient in other respects,

The extensive nature of part time farming and cff~farm income in
the EC (see Section 1.2) entails difficulties in comparing
support to commercial full time farms with support to farms
contributing only partly to household income. In addition.,
although CAP benefits may be greater to large farms, they must
also remunerate more factors of production including agricul-
tural labour.

As an alternative to representative farm results, therefore, CAP
benefits are also reported per annual work unit {AWU). {(Under
FADN definitions, one AWU is egual to an eguivalent annual labour
usage of 1800 man hours. Benefits per annual labour unit are

derived from equation 5 by replacing the number of farms in each

farm group (Nﬁ_v) with the number of annual work units in each

farm group.)

Reﬁbrting CAP benefits per annual labour unit diminishes the
préblems in comparing different labour usage between small,
part-time farms with large commercial farms. But it glosses over
the differences between farme in their reliance on farm income
in household income and, implicitly, their need for income
support. In this respect, the analysis relies on the FADN data
set as reascnably portraying "commercial” farms in european

agriculture.

Gains from the CAP are reported also in relation to various
farm economic .parameters, outlining the importance of CAP
benefits to farm returns. In particular, benefits are presented
as a proportion of the value of farm output, indicating an average
unit protection offered by the CAP. In addition, benefits are
related to farm net value added intimating the extent to which
CAP benefits contribute to the remuneration of agricultural
factors of production.
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3. RESULTS

A brief resume of an empirical analysis of the distribution of
CAP benefits follows. Attention focusses on the effects for
Denmark and the EC as a whole. Detailed results for other EC
countries appear in Appendix 4. All results in the following
discussion and tables are a weighted annual average of 1984/85
and 1985/86, and are given in 1985 prices. Per farm results are
weighted by the number of holdings, while results per labour

unit are weighted by annual work units.

3.1 Distribution by farm type

Price support through the CAP spread agricultural support
unevenly among EC farms, with gains varying warkedly according
to farm type. Benefits to dairy farms of 20 thousand ECU per
farm guadrupled those for fruit/olive farms; doubled those on
drystock, vineyard and general cropping farms and were 50 per

cent larger than for other farm types (see Figure 3.1).

Thousand ECU

20 S
Benefits per farm
§ Benefits per
15 < A\\ annual labour unit

Cereal General Horti- Vineyard fruit/ Dairy Drystock Pig/ Mixed
Crapping cultural olive poultry

Figure 3.1 Distribution of CAP benefits by farm type for the EC



-30-

Expressing CAP benefits per annual labour unit dampened the
variation between farm types. The largest gains still transpired
on dairy farms. But similar gains per annual labour unit arcse
for cereal farms. And those for most other farm types were only
half the magnitude. Regardless of whether expressed on a per
farm or annual labour unit basis, however, CAP gains on

livestock farms typically exceeded those to crop oriented farms.

The divergence in CAP gains among farm types mirrored their
composition of production and the different levels of commodity
support (see Table 1.1). But the size distributicn of farms
within farm types also impacts., For instance, while gains from
the CAP on dairy farms guadrupled those on fruit/olive farms,
the average economic size of dairy farms wase two and a half
times that of fruit/olive farms. The interaction between farm

type and size is elaborated in Section 3.3.

The pattern of CAP benefits among farm types differed between
countries. For Denmark, benefits per annual labour unit revealed
three levels of support, namely: high support of 20 thousand
ECU per annual work unit on dairy farms: medium support of 14
thousand ECU per annual work unit on cereal, general cropping
and mixed farms; and lower support of arocund 3 thousand ECU per
annual work unit on horticultural and pig/poultry farms (see

Figure 3.2).

For other EC cocuntries, the distribution of CAP gains among farm
types appears in Appendix Table A4.1l. Cereal farms accrued the
largest gains in France, while livestock farms received most CAP
benefits in the BEKELUX countries. Especially notable in the
latter countries were the extensive benefits to pig/poultry
farms. The large size of these farms was partly responsible, but
the principal reason was the higher net support to pig and
poultry products in the BENELUX countries than in the rest of
the EC. That is, the lower proportion of cereals in pig and
poultry feed rations in the BEKELUX countries entailed that
price support to pig and poultry products was not offset by the
higher feed cereal prices of the CAP to the same extent as in
other EC countries.
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Thousand ECU
30 -

Benefits
per farm

Q Benefits per
annual work unit

25 4

N\

Cereal General Horti- Dairy Pig/ Mixed
cropping cultural poultry

Figure 3.2 Distribution of CAP benefits by farm type for Denmark

Gains from the CAP predominated on horticultural farms in
mediterranean countries, although a more even distribution among
farm types transpired. But CAP benefits per annual labour unit
in mediterranean countries were less than half the magnitude of
those in other countries, reflecting farm sizes three times

lower than in the rest of the EC.

The estimates in Figures 3.1 and 3.2 and in Appendix Table a4.1
indicate the large absolute magnitude of CAP gains, highlighting
the importance of CAP transfers to individual farms. In Table
3.1, CAP benefits are expressed as a percentage of the farm
value of agricultural production and of net farm value added
for; (a) all farm types for the EC; and (b) the range of these
values over farm types for all countries. Estimates of the rela-
tive magnitude of CAP benefite for all farm types and countries

appear in Appendix Table A4.2.
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Table 3.1. Relative magnitude of CAP benefitsl)
CAP gains as a % of the CAP galns as a % of
farm value of production net farm value added

Cereals 28 77
General cropping 28 66
Horticultural 15 37
Vineyards 29 54
Fruit/olives 27 44
Dairying 30 91
Drystock 28 74
Pigs/poultry 8 34
Mixed 22 76

2}

Range over farm types

BLEU 14 - 31 31 - 75
Denmark 3 - 23 10 - 92
France 27 - 35 54 - 101
Germany 5 - 32 25 - 143
Greece 17 - 26 33 - 48
Ireland 34 - 35 74 = 107
Italy 14 - 37 34 - 64
Netherlands 8 - 37 21 - 107
United Kingdom 23 - 34 78 -~ 1098
EC 8 - 30 34 - 91

1) The firet half of the taple reports CAP gains as a percentage
of the farm value of agricultural production and net farm value
added for different farm types of the EC. In the second half
of the table, the range ¢f values over farm types is
presented for all EC countries.

2) Range over farm types but excluding categories accounting for
less than 5 per cent of farm numbers and 5 per cent of the
value of agricultural preoduction.

Price support through the CAP markedly contributes to farm
returns, accounting for a guarter to a third of the value of
agricultural output on most farm types. Only on horticultural
and pig/poultry farms (14 and 8 per cent of the farm value of
production) were CAP benefits less important. Although
considerable variation in the magnitude of CAP gains transpited
across farm types, the relative contribution of CAP support to

farm output was more even.

Benefits from the CAP magnify in importance when viewed in

relation to farm net value added, namely the remuneration to
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farm land, labour, capital and management. Benefits ranged from
a third of net farm value added on pig/poultry and horticultural
farms to 90 per cent on dairy farms. Three quarters of net farm
value added on cereal, drystock and mixed farms and over half of
the value added on general crop farms and vineyards stemmed from

the CAP.

A similar contribution of CAP benefits to the value of farm output
arose across EC countries. Contrary to some perceptions,
therefore, unit CAP support to farms in mediterranean countries
was similar to that on farms in other EC countries. Lowver
relative intermediate input and depreciation costs, however,
entailed that gains from the CAP were less impeortant in net farm

value added in mediterranean c¢ountries, especially Greece.

3.2 Distribution by farm size

Heterogeneity in the composition of EC farms warrants analysis
of CAP benefits by farm type. But EC farms exhibit large
structural variation, and farm size will impact markedly on the
pattern of CAP benefits. Much of the agricultural policy debate
in the community focusses on differential policy effects among
farm sizes. An analysis of CAP benefits by farm size should also

be of concern.

Price oriented support ¢an be expected, a priori, to yield
benefits in proportion to commodity output. But the distribution
of CAP benefits is ncot so trivial. The CAP is a multi-commodity
regime embodying disparate support levels, and complicatiocns
arise in that farm size classes exhibit different compositions
of production. Greater support to commodities produced on small
farms, for instance, may offset the higher benefits expected on
large farms. Moreover, farms are grouped acording to an economic
"size" parameter, namely gross margin, entailing that the
largest farms may not necessarily involve the greatest outputs

nor receive the most price support.

Benefits from the CAP to large and medium sized farms in the
EC, nonetheless, greatly exceeded those to small farms (see
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Figure 3.3). Gains for farms over 40 ESU were 15 times larger
than those to farms less than 6 ESU. A rapid increase in

benefits occurred on farm sizes over 16 ESU.

Labour usage varies substantially between farms of different
sizes, hcwever, and analysis of CAP benefits per annual labour
unit leads to additional insights. Considerably less bias to
large farms transpired in CAP benefits per annual labour unit
{see Figure 3.3). In particular, although benefits to farms
exceeding 100 ESU more than doubled those to the next largest
category, no appreciablie difference arose when the gains were
expressed per annual lapour unit. A bias towards larger farms
persisted, nonetheless, with larger farms experiencing gains per

annual labour unit 8 times the magnitude of those on smaller farms.

The pattern of CAP gains among farm sizes in Denmark contrasted

markedly with that for the EZ (ccmpare Figures 3.3 and 3.4).

Thousand ECU

BO -

Benefits per farm

60 -

Senefits per annual vork unit

&-8 8-12 12-16 16-45
Farm size (ESU)

Figure 3.3 Distribution of CAP benefits by farm size for the EC
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Although benefits per farm rose rapidly for farm sizes over 16
ESU, analysis per labour unit revealed a more uniform
distribution. A dichotomy of support levels among farm sizes
emerged. Gains of around 8 thousand ECU per annual work unit
arose for farms less than 16 ESU, while larger farms received
benefits of around 15 thousand ECU. The more uniform pattern
reflected the much lower labour usage on smaller farms in

Denmark.

An overview of the distribution of CAP benefits by farm size
for other EC countries appears in Table 3.2. Full results are
provided in Appendix Table A4.3. The different size thresholds
used as selection criteria for FADN farms precludes a detailed
comparison between countries. Ireland and the United Kingdom,
nonetheless, exhibited most variation among farm sizes in CAP
gains per farm or annual labour unit. A more even distribution

transpired in Greece,

Thousand ECU

60 7
Benefits per farm
50
Benefits per apnual work unit
40 4

30

20

10 4

4-6 6-8B B-12 12-16
Farm size (ESU)

l6-40 40-100 >1:00

Figure 3.4 Distribution of CAP benefits by farm size for Denmark
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Table 3.2. Overview of CAP benefits by farm size

CAP gains CAP gains per
per farm annual work unit
—— Rangel) {ECU) =---

BLEU 7252 - 59168 6033 - 20429
Denmark 2219 - 59923 6627 - 15609
France 5739 - 30020 4114 - 15011
Germany 5752 - 30931 4120 - 14353
Greece 2222 - 89%27 1274 - 2941
Ireland 178C - 92311 199C¢ - 20226
Italy 1842 - 50131 1574 - 9866
Netherlands 15013 - 55237 10960 - 13166
United Kingdom 7172 - 92664 5591 - 16228

EC 196z - 72188 1466 - 14703

1) Range over farm sizes but excluding categories accounting for
less. than 5 per cent of farm numbers and 5 per cent of the
value of agricultural production.

3.3 Farm type and size interaction

The discussion in Sections 3.1 and 3.2 inferred an interaction
between farm size and type in the distribution of CAP benefits.

Specifically, the uneven allocation of CAP gains among farm
types arose not only because of the varying compositions of
production but also from the different size distributions within
farm types. Similarly, farm size classes consisted of different
farm types. Elucidation of the distribution of CAP benefits
requires closer examination of the interaction between farm type

and size.

Analysis 9of the interaction between farm type and size for the
EC revealed the importance of farm size in the spread of CAP
benefitas (see Table 3.3). Gains from the CAP distriputed unampbig-
uously across farm sizes. That is, benefits to a particular farm
size exceeqéd tnoée.on smaller sizes irrespective of farm type.

Effects due to different levels of commodity protection were

consistent with or, at least, did not offset the size effect.
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Table 3.3, Distrilwmtion of CAP benefits by farm size and type for the AC

= Y s 66 512z 1216 1640 410 3100
— HJ per farm —
Cereals s (2.}’ (os7)  (s085)  (6803) 14454 %715 76418
Ganaral cropping 2011 3030 3706 4873 6543 13001 29907 67109
Horticultural (3173)  (B82)  (4297)  (5986)  (E042) 10809 16088 32022
2
Vineyarde 2310 (3285)  (4542) (5670)  (8215) 13057 26910 )
Fruit/olives 2272 2857 3515 4392 {5609) 9378 {23236) (47655 )
Dairying (1557)  (2565)  (3751) 5900 8677 18407 42 962
Drystock 1857 2838 (386a) 5170 7285 14337 31615 (71221)
Pige/poultry N X a Y N 893 17983 (57478)
Mixed 1799 2457  (3140) 4609 6893 1455 30330  977%

1) Bracketed figures refer to categories that acoomt for less than 1 per cent of the mumber of farms
and 1 per cent of the value of agricultural production of FADN farms,
2) ¥a - not applicable; insufficient farms in this category.

Conversely, the variation in CAP benefits among farm types was
conditional on farm size. On average, dairy farms accrued most
CAP gains per farm. But not all dairy farms enjoyed the largest
benefits. Small and medium sized dairy farms realized lower

benefits than those received on large non-dairy farms.

Within most size categories, nonetheless, dairy farms accrued
more benefits than other type farms. Conversely, gains for
medium and large size pig/poultry, horticultural and fruit/olive
farms were consistently lower than for other farms of the same
size. Among small farms, however, horticultural farms received
the largest benefits, Examination of CAP benefits per annual
labour unit revealed a similar pattern among farm types and
sizes, 1f not magnifying the larger relative benefits to

horticulture on small farms, and dairying on larger farma.

Further light on the interaction between farm type and size can
be shed by examining the proportion of CAP benefits by farm type

accruing on particular farm sizes (see Figure 3.5).

Pig/poultry and horticultural farms represented the farm types

which received most of their benefits on medium to large farms.
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80 =

60 o

20 —
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Cereal General Horti~ Vine- Fruit/ Dalry Drystock Pig/ Mixed
cropping cultural yard alive poukiny

% Small Medium' Large
N
AN (2-8 ESU) =4 (8-40 ESU) SN (540 EsU)

Figure 3.5 Proportion of CAP benefifs by I farm type
received an particular farm sizes

The lower support to pig/poultry products, nonetheless, cffset
some of the higher gains which could be expected on these larger
farms., The greatest benefite per farm occurred on dairy farms,
reflecting not only the considerable support to dairy products
but also the high proportion ¢f dairy support received on medium
and large farms. Conversely, the lower benefits to vineyards and
fruit/clive farms stemwed mainiy from the smaller sizes of these

farms.

Farm size categories also consisted of different compositicns of
production. Benefits from the CAP to small farms mainly acecrued
on general cropping and fruit/olive farms {see Table 3.4).

Conversely, mest of the benefits to medium sized farms transpired

on livestock farms. Benefits to large farms, exceeding 1l0G E5U,
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Table 3.4. Proportion of CAP benefits by farm size received on particular farm types in the FC

ESJ 2-4 4-6 &8 8~12 12=16 1640 40-100 >100
1)
=—— Per cent of benefits within size groups —

Cereals 5.7 5.5 6.1 6.8 4.3 5.1 8.0 12.0
General, cropping 36.6 37.7 36.6 27.6 2.6 16.5 2.9 37.8
Horticultural 0.4 0.7 1.6 2.1 2.6 2.3 3.0 6.7
Vinayards 8.4 9.7 9.1 5.7 5.2 4.8 4.7 NA
Fruit/clives 8.6 23,2 2.4 1.3 6.8 3.5 3.1 1.2
Dairying 3.0 4.6 6.8 19.7 2.8 34.7 32.9 18.9
Dry=stock 9.1 9.8 2.9 15.0 16.0 13.0 6.8 5.6
Pigs/poutiry NA NA B A .- 1.1 2.5 2.4
Mixed 8.3 8.9 9.5 11.8 15.6 19.1 18.0 15.4
All farm types 100.0 100.0 100.0 100.0 10.0 100.0 100.0 100.0

1) Per cent of overall (AP benefits for a particular size group acommnted for by each farm type.

arcose on most farm types with the exception of vineyards and

fruit/olive farms.

The interaction between farm size and type differed for Denmark
{see Table 3.,5). Per farm benefits from the CAP in Denmark
exceeded those for the EC as a whole as they occurred on larger
farms (compare Figures 3.5 and 3.6). Gains to cereal farms
relative to other farm types were lower in Denmark than in the
EC, as benefits to cereal farms in Denmark arose on farm sizes
smaller than for other farm types (see Figure 3.6). Considerable
overlap between farm sizes transpired, nonetheless, as benefits
to large cereal farms exceeded those to medium sized farms of

all types.

For Denmark, the largest proportion of benefits received on
large farms occurred on pig/poultry and horticultural farms.

Benefits to pig/poultry and horticultural farms, howewver, were
considerably lower than for other farm types (see Figure 3.2}). A
lower proportion of CAP products on horticultural farms and less
support for pig/poultry products outweighed the effect that

higher gains accrued on larger farms.
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Table 3,5, Distribution of (AP bemefits by farm size and type for Denmark

= s 58 812 1216 1640 20100 >100
—= ECJ per farm —
Cereals 2547 2055 422 5955 11208 30148 (75684
General, cropping 2499 w2 4303 5145 11865 20465 85034
Horticultural xa?! a N (1939)  (4007) 1246 32919
Dairying = o {6675)  (8843) 22356 47871 100262
Pigs/poultry a a Y X 4516 10507 11257
Mixed a W 3791 (4750) 12321 28453 60230

1) Bracketed fiqures refer to categories that acoount for leas than 1 per cent of the mumber of
farms and 1t per cent of the value of agricultural production of FADN farms.
2) NA - not applicable; insufficient farmms in this category.

Fer cent

130

80 -

60 4

40

20 4.

Cereal General Horti- Dairy Pig/ Mixed
cropping cultural poulkry

Small Medium Large
(2-8 ESU) {8-40 ESU; f>40 £5U)
Figure 3.6 Proportion of CAP benefits by danish Facm type

received on particulsr farm sizes
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Other EC countries exhibited their own interaction between farm
type and size in the distribution of CAP benefits, reflecting
the peculiarities of their agricultural sector (see Appendix
Table A4.4). In contrast to Denmark, highest gains per farm in
France occurred on large, field crop farms. For Germany: the
type of farm exerted more influence over the magnitude of CAP
gains than in the rest of the EC, with lower benefits to
vineyard, horticultural and pig/poultry farms largely
irrespective of farm size. Conversely, the large pig/poultry
farms were among the largest CAP recipients in thé BENELUX
countries due to the higher net support to pig and poultry

products in these countries (see Section 3.1).

3.4 Distribution by income class

Divergent farm sizes and compositions of production confer
different incomes on agricultural holdings in the EC. Given the
stated emphasis of the CAP to income support, an analysis of the
distribution of CAP benefits among farms of different income is
also germane, Ideally, the distribution of benefits should draw
on a clagsification of farms by total household income. The data
limitations described in Chapter 2, however, confined the

grouping to agricultural income.

The income parameter employed was farm net value added divided
by annual work units. Thus, farms were grouped according to an
average farm income per labour unit rather than an absolute
measure of farm income, enabling a more uniform comparison

between farms of different labour usage.

Benefits from the CAP converged on the higher income farms.

Farms with agricultural labour incomes over 24 thousand ECU per
annum received benefits 10 times larger than. those on farms with
incomes below 4 thousand ECU per annum (see Figure 3.7). No less
concentration of benefits arose when gains were expressed per

annual labour unit.

A similar, though less pronounced, regressive pattern transpired
in Denmark. Gains from the CAP to farms in the highest income
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Figure 3.7 Distribution of CAP benefits by farm income ciass
for the EC

class exceeded sevenfold those in the lowest income class (see
Pigure 3.B8}. Less variation arose on a labour unit basis,
however, as the larger gains to higher income farms were offset
by more labour usage, This” contrasted with other EC countries,
except the United Kingdom, where labour usage was more even over

agricultural income classes.

The inequality of CAP benefits is evident in Figure 3.9, where
the proportion of total farme in each income class is compared
cumulatively with their respective share of CAP gains. The thira
of farms with lowest incomes, both in the EC and Denmark,
received less than 12 per cent of the benefits. Denmark exhibited
more eguality for middle income holdings (farms in the middle
thiréd of agricultural incomes), which received a third of the
benefits compared with only 23 per cent by their EC counterparts.

The remaining one third of farms with highest farm incomes in
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Figure 3.8 Distribution of CAP benefits by farm income class
for Denmark

the EC obtained almost two thirds of all benefits from the CAP.

The distribution of CAP benefits among income classes for all
countries appears in Appendix Tables A4.5 and A4.6. The most
equal distribution of benefits transpired in the BENELUX
countries and Germany, while Italy and Ireland exhibited the
greatest inequality. Many factors are involved in the different
pattern observed between countries, including homogeneity of
farms with respect to income class. But the principal factor was
the stronger correlation between agricultural income and farm
output, hence CAP gains, in Italy and Ireland than in the
BENELUX countries,
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Figure 3.9 Inequality of CAP benefits

1) Farms arranged in ascending order of farm income fnamely net
Faprm value added divided by annual work units).

The relatively constant labour usage across income classes in
most EC countries entailed that the pattern of CAP benefits
among farms of different income was independent on whether
benefits were reported per farm or per annual labour unit. But
the positive correlation between labour usage and income claés
in Denmark and the United Kingdom meant that a more uniform
gistribution among income classes transpired when CAP benefits

were expressed per annual labour unit, Indeed, Denmark and the
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United Kingdom exhibited the most even distribution of Cap

benefits per annwal labour unit among farm income classes.

3.5 Distribution by region

Substantial variation in EC countries in the pattern of Cap
benefits among farm types, sizes and income classes emerged from
the preceding discussion. National agricultural sectors
themselves, however, exhibit little uniformity; geographical and
socio-cultural variations leading to a marked divergence in CAP
benefits within countries. The benefits from CAP price support
are reported for all EC regions in Table 3.6. The distribution
of benefits across farm types and sizes in all regions appears

in Appendix Tables 34.7 and A4.8.

France, with its substantial divergence in farm structures,
exhibited most regional variation in CAP benefits. Largest
benefits transpired in the Paris basin, where gains of around 40
thousand ECU per farm representing up to 40 per cent of the farm
value of agricultural production arose on large cereal farms.
Conversely, the small farms of southern France involved in the
production of mediterranean commodities accrued markedly lower
gains of around 10 thousand ECU per farm, accounting for only 25
per cent of the farm value of production.

Substantial regional variation in CAP benefits per farm
transpired in the United Kingdom. But this mainly reflected
different farm sizes, and less variation arose when benefits
were expressed per annual labour unit., Considerably lower gains
occurred for farms in Northern Ireland, however, namely gains of
less than 10 thousand ECU per annual labour unit compared with
an average for the United Kingdom of over 13 thousand ECU. In
contrast with France, CAP gains accounted for a higher
proportion of their value of agricultural production in the

regions with lowest benefits.

Other countries displayed less, though still considerable,
regional variation in CAP benefits. In Germany, benefits per



—46~

Table 3.6. Distribution of CAP bhenefits by regim”

Anrmal CAP benefits

Comntry Reglon Average zize B par HO per % of the fam
(EST) farm anrual value of

work unit production

Germany 34,0 17650 10051 24.5
Scleswig-Holstein 54.1 2814 14520 2.1
Wiedersachsen 43.4 23147 13114 24,9
Noxdrhednifestfaien 43,5 19323 10309 19.3
Hessen 2.2 14805 8633 24.3
Rneinland-pfalz 34.3 14190 7158 2.7
Baden-Wurtteaburg 2.1 15353 8197 5.1
Bayem 24.9 14436 9113 2.0

Franoe 32.3 16722 10085 2.8
Ile de France 69.8 41272 22682 37.9
Charpagne=Arderme 51.1 27485 18082 34,8
Picardie 57.5 3487 23259 40.3

Haute Normrdie 38.6 21213 11780 31.1
Centre 42.7 22509 14907 31.8

Basse Norzandie 27.3 16415 10460 31.1
Bourgogne 34.7 19905 13591 32.9

Nord pas de Calais 37.6 2389 15331 33.1
Lorraine 7.5 21851 12207 32,2

Alsace 35.3 18224 9570 32.7

Franche Comte 3.0 16503 10188 31.3

Pays de la Loire 8.6 15269 9513 2.6
Bretagne 3.9 13877 8700 2.8

Poitow Charentes 30.5 15769 10173 30.7
Aquitaine 26.6 12655 711 27.1

Midi Pyremees 26,5 12206 6D 2.8
Limopein 21.2 10130 5822 32.1

Rhone alpes 24.0 11070 7120 7.4
Auvergne 22.0 10700 6993 30.0

Languedoc Roussillon 33.6 13235 7579 A.4
Provence alpes 41.9 14662 6281 25.5
Corse 25.7 6487 4080 22,5

United Kingdom 78.0 34386 13179 26.7
Narth England 74.8 34586 13472 2.4

East Englami 119.4 48138 13676 24.5

West England T1.5 37806 13926 AB.5

Wales 50.8 26710 13451 35,3

Scotland 84,3 303190 12028 27.6

Northern Ireland 2.0 14525 9769 2,5

1) The geographical boundaries of these regions and they FAIN divisions which they incorporate are
outlined in Appendix A3.4.
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Table 3.6 {cont,)

Anmual (AP benefits
Conmitxy Regrion Average size B per KU per % of the famm
(ES0) farm anrmal value of

work wmnit production

Greece 8,3 3468 825 22.9
Makadonia Thraki 8.5 U2 1839 22,4

Ipiros Peloponissos 6.9 3088 1564 21,7

Thessalia 12,2 4685 2299 26,7

Sterea Ellas Kriti 7.6 3267 1800 22.5

Italy 14.5 5682 3483 23,1
Valle d"acsta 0.7 3219 1539 12.7

Piemonte 16,7 5649 3054 19.1

Lombardia 30.8 11887 5555 15.4

Trentino 15.1 514 3073 19.4

Vensto 15.7 6368 3872 22.1

Friuli Venezja Giulia 14.9 5570 767 20.0

Liguria 19.3 4781 n 3.4

Emilia Romagna 25.2 87719 4221 2.9

Toscana 16.6 5898 kil.] 2.6

Marche 9.4 4303 27 26.0

Unbria 13.5 o077 3339 26.1

Lazio 10.4 4188 257 24.2

Abruzzo 7.5 3483 2240 2.0

Molise 15.4 721 3635 33.7

Campania 10.9 3118 291 32.0

Calabria 8.3 4169 3236 31.7

Puglia 12,0 5867 4841 3.8

Basalicata 9.2 4166 2722 25.4

Sicilia 10.5 3639 3157 2.6

Sardegna 15.8 4320 2740 15.7

ELRJ 41.4 19744 11731 5.1
Belgium 41.6 19744 11752 25,0

Laerbourg 35.6 19752 11256 7.1

Dermmark 37.5 16113 14038 18.7
Ireland 14.4 9003 7033 324
Netherlands 70.0 29695 15670 21.9

farm or annual labour unit in the northern regions (Scleswig-
Holstein and Niedersachsen) doubled those in the southern
States, mainly reflecting the smaller (part-time) farms in the
latter regions. In Greece, benefits per farm or annual labour
unit in the Thessalia region were 50 per cent greater than those

in the Ipiros and Peloponissos regionas,
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In Italy, most CAP benefits arose on the large field crop andg
ruminant livestock farms of northern Italy, excluding the
mountain regions. The contribution of CAP benefits to the value
of farm output varied markedly between regions, accounting for
less than 20 per cent of the value of agricultural production in
northern Italy, but more than 30 per cent in the southern

regions.

Debate concerning the regional variation in CAP benefits often
focusses on perceived differentials in cocmmodity support, namely
that support tc temperate products exceeds that to mediterranean
products {see, for example, Tarditi 1987). But no evidence was
found in this study. The benefits from CAP price support
accounted for as much of the value of agricultural preoduction on
mediterranean farms as they did in other regions of the community
{gee Table 3.6). High support for tobacco, table wine, vegetable
0il products, among others, counterbalanced the considerable
support to temperate field crop and dairy products. Moreover,
the minor suppert to pig and poultry products and the importance
of these products in the agricultural output of the northern
regions of the =C, offset some of the high support tec field crop
and ruminant livestock products.

Benefits from CAP price support undoubtedly vary across the EC;

farms in the mediterranean regions receiving considerably less
than farms in the northern regions of the EC. But the regional
variation in CAP benefits primarily can be attributed to the
different farm sizes {[see column 1 of Table 3.€) and not the

variations in commodity support.
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4, IMPLICATIONS OF THE ANALYSIS

4,1 The CAP and social policy

In any critique of the CAP, the costs or benefits must be
measured against its implicit goals. Identifying specific goals
of the CAP, however, presents a demanding task. In addressing
the issue of CAP objectives, most EC decisicn makers refer to
the Treaty of Rome, where broad reference was made to:

"increasing agricultural productivity"; "ensuring a fair
standard of living"; "increasing the individual earnings of
perscns engaged in agriculture":; "stabilizing markets": and

"ensuring regular supplies and reasonable prices to consumers".

Some of these goals have undoubtedly been met. Production and
self sufficiency have increased rapidly while market prices are
relatively stable. And yet they have been achieved only at
substantial cost and conflict with other goals. For instance, it
is debatable whether commodity prices markedly in excess of
world prices are "reasonable", or if commodity surpluses are

consistent with stabilized markets.

Much of the justification for increasing supplies disappeared
with the emergence of the EC as a substantial net exporter of
many commodities. The continuation of price support, therefore,
has been based on social premises. Indeed, in hindsight, the CAP
has been directed more towards meeting social goals than
efficiency or other goals. The following discussion concerns a

¢ritigque of CAP price support in attaining these social goals.

How has the CAP performed in meeting these social goals? The
analysis in this study raises serious doubts as to the ability
of the CAP to effect a socially deasirable transfer of income to
the agricultural sector. The price oriented nature of the

support, in particular, has led to some perverse effects.

Large farms, and those with the greatest labour productivity,
captured higher relative benefits from the CAP. A transfer of
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resources to more efficient farms may be desirable from an
efficiency viewpoint. But the CAP is hardly designed for
economic efficency, given the absence of a2 link between producer
and real market prices and with little provision for optimal
structural adjustment. From a social perspective, a greater need
coften transpires on smaller farms, as it is these farms who
typically have the low household incomes.

Much of the regiocnal variation in CAP benefits was associated
with the different farm sizes; the small farms of the southern
regions receiving considerably lower benefits tnhan in the rest
of the EC. But regional analysis of the income needs of farm
households should agcount for the income differentials with the
rest of society. Benefits may well be lower on mediterranean
farms, but non-farm incomes are also lower. A greater need for
income support, however, can be expected in the mediterranean
regions. A%t the least, price support through the CAP leads to a
regional flow of benefits contrary to the normal flow of funds

from other regional and social policies of the EC.

A similar pattern to the distribution of CAP benefits among farm
sizes occcurs with respect to the income of farmers. Benefits
from the CAP concentrated on the higher agricultural income
farms. For Denmark, CAP benefits were distributed regressively
given that the largest household incomes were received on farms
with the highest agricultural incomes (see Section 1.2). A
review of other farm income studies suggest a similar regressive

pattern in other EC countries.

Benefits from the CAP spread unevenly among farm types. The
variation between farm types was substantial, with higher
benefits transpiring on ruminant livestock farms. And it is
difficult to reconcile this variation with equity considerations
or in relation to stated agricultural policy objectives; the
variation being more the automatic result of price support and

the disparate levels of commodity support.

The costs of CAP support magnify the shortcomings in the
distribution of its benefits. Attention often focusses on the
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large support expenditures. But it is consumers, through higher
focd prices, who bear the major brunt of the CAP {see Brown
1988). And it is low income consumers who spend proportionately
more of their income on food. Given that the bulk of CAP
transfers accrue to higher income farms, then a significant
proportion of CAP transfers may well flow from low income

consumers to high income farms.

Moreover, CAP benefits historically have not remunerated
agricultural labour but have been reflected more as a return to
other factors of agricultural production not perfectly elastic
in supply. Gains confined to the owners of these factors at the
time price support was increased, to the exclusicn of new
entrants and tenant operators. Much of the support, especially
to crop and extensive livestock activities, manifests in higher
land prices. Long-run support of agricultural labour incomes

would require ever increasing price support over time.

In scrutinizing CAP benefits, however, it must be recognized
that the CAP is not alone in influencing the welfare of EC
farmers. Individual countries pursue their own agricultural and
social policies which impact on their farm sectors. Moreover,
farm incomes depend on structural adjustments within the
agricultural sector; adjustments which have occurred despite CAP
price suppeort. And the income situation of farm households relies
on off~-farm income (see Section 1.2). Other EC and naticnal
policies and conditions will influence the opportunities for
off-farm income and the mobility of factors between the farm and

non-farm sectors.

The analysis in this ‘paper intimates that the CAP, a priori,
cannot be presumed to lead to a socially desirable transfer of
income to the agricultural sector. The price oriented nature of
the support leads to a concentration of benefits among the
large, higher income farms and to an uneven transfer amcng farm
types and regions. Moreover, manipulation of commodity support
levels will not redress the uneven and regressive distribution

given the predominance of the size effect in the distribution of
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CAP benefits. Only structural change, or a change in the type of
support, would iead to more uniform benefits. Pclicy makers,
therefore, need to conaider not only the costs of CAP price
support, but also how the benefits of that price support are

distributed.

If support of incomes on low income farms is viewed as a primary
objective of EC agricultural policy, then major changes to the
CAP are needed. The price oriented nature of current support is
inappropriate in meeting this social end., Moreover, incorporation
of the effects of current guidance and regional policies in the
CAP not considered in this analysis, along with some special
provisions and exemptions to producer levies for small farms,
would yield only marginal changes to the distribution of benefits
from the CAP (see Tarditi 1987). A substitution of price policies
for more targeted income support and more effective regional,
social and structural policies are needed to effect EC social

goals.

Recent proposals and measures have initiated direct income
support to low income farmers (see Anon 1989). Principal funding
of these schemes involves national spending, however, while the
community share falls largely outside the traditional agricultur-
al budget. Thus, except in the pelitical context of compensation
for recent supply management measures, direct income support
reflects an adjunct rather than a replacement of existing price
support of the CAP.

The social desirability of direct income support. namely
evaluating the social needs of farmers with those elsewhere in
the community, is beyond the scope of this study. Certainly,
cloger identification of the income and welfare of low income
farm households warrants attention. But in the context of this
study, recent proposals to implement direct income supports are
independent to the review of the desirability of current price
support through the CAP.

4 major obstacle to a more targeted transfer of income to the

agricultural sector involves the increased budgetary and decision
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costs that would arise given the supranational decision making
and cost sharing of the CAP {see Section 1.3). But other hurdles
also thwart a change in the status guo, some of which are

elaborated in the following section.

4.2 CAp decision making

Attainment of social goals, therefore, hardly explains the
evolution of the CAP even allowing for imperfect information.

Examination of the distribution of CAP benefits suggests an
alternative view of the policy process drawing on the econcmic
theories of regulation and bureaucracy. That is, that the CAP
facilitates a transfer of income to agricultural interest groups

from the rest of society.

It is not presumed that collective rent seeking by agricultural
interest groups is singular in explaining the evolution of the
CAP. Such evolution is an amalgam of many factors, including a
perceived need in the community to effect social transfers and a
redistribution of income. The complexity of such factors entails
that agricultural decision making in the community is poorly
modelled and little understood. Collective rent seeking,
nonetheless, clearly impinges on this decision making process. A
closer analysis of the elements encouraging rent seeking may
enlighten various aspects of agricultural decision making in the
EC, and those forces inhibiting further reform of the CAP.

Empirical analysis in this study supports the notion of the CAP
being an instrument for rent seeking. Benefits per farm or
labour unit from the CAP were not trivial, being.large in both
absolute magnitude and as a proportion of the value of
agricultural output. Substantial resources, therefore, can be
devoted to the capture of CAP gains. And rent seeking is more
plausible given the distribution of the gains. Benefits
converged on a minority of larger farms, precisely those agents
most able to lobby and capture gains. Lower support to smaller,
mediterranean farms reflected, in part, their diminished ability
tc lobby or pursue collective action. The supranational nature

of the CAP favourably disposes to extensive rent seeking.
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analysis of the interaction between farm type and size in the
distribution of CZAP benefits reveals a covert political
dimension to agricultural lobbying in the EC. Dairy price
support, for instance, is often justified by the need to
maintain incomes on small farms. But smali farms {less than 8
ESU) received less than 2 percent of the total CAP benefits to
dairy farms (see Figure 3.5). Ealf of the benefits from the
support of dairy prices accrued to large farms exceeding 40 ESU.
Thus, although the receipt of benefits on small farms is
commonly used to justify price support through the CAP, this
targeted group participates only marginally in CAP transfers.

Forecasting future evolution of the CAP based on its effects on
national welfare and income cften has led to erroneous
conclusions (see, for example, Kirshke 1983). Sizeable welfare
and income losses from CAP price support arise in most EC
countries, especially the agricultural importing countries (see
Brown 1988). But irrespective of the national effects,
individual farms receive large benefits and lobbying for the
maintenance of existing price support is just as intense.

Consider, for instance, Germany. A trade-coff exists in many
countries, therefore, between the national interest and the
interests of the agricultural lobby, a trade-off often weighted

in the interests of the lattecr.

Analysis of the distripbution of CAP benefits reveals where gains
have accrued. But it also indicates where resistance may emerge
to a lowering of these benefits. Opposition te reform of current
price support cccurs not only from the uncertainty over the
magnitude, but also the distribution, of benefits under an
alternative support regime. A system of direct income payments,
for instance, implies identification of individual farm
benefits and woulid be unlikely to yield the uneven pattern of
benefits asscciated with current price support. Moreover, the
expected losers from an alternative support regime are those
most able to lobby, increasing the pressure for maintenance of

existing support.
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The skewed distribution of CAP benefits favouring the large,
higher income farms outlines the dilemna faced by EC decision
makers. Distortions induced by the CAP lead to substantial
welfare and income losses within the EC, guite apart from the
international concerns of a high level of external protection.
And it has led to a distribution of benefits seemingly divergent
from social norms. But it is this very distribution warranting
reform that has mitigated against policy changes. Attempts to
effect a more eqguitable or progressive distribution of CAP
benefits have tended to involve an expanded level of support
rather than a redistribution of existing support.

A lowering of price support would involve considerable losses
and resistance by agricultural interest groups, and may be
conditional on some form of compensation. The varied levels of
support received by farms in different regions and of different
sizes and compositions of production, however, precludes the
introduction of a simple uniform system of compensation.

Recompensing for the loss of income from lower CAP support would
itself entail a considerable administrative burden and cost. And
more so given the tendency for CAP benefits to be capitalized

into fixed factors of agricultural production.

The reluctance by EC policy makers to initiate more substantive
price reform within the CAP, therefore, may indicate a desire to
aveid both the compensation and increased decisicn costs needed
to eifect a more effective transfer of income. But the
alternative of not pursuing supstantial price reform also
involves considerable costs, not least the increased decision
and efficiency costs of supply management measures needed to

maintain current price support given budgetary constraints.

Further pressure on EC policy makers to review the effectiveness
of agricultural support can be expected given the growing scrutiny
of CAP costs. Debate surrounding support expenditure heightened
awareness of all CAP costs, including the burden on consumers
and the rest of society. Substantial empathy towards agriculture
remains, but support policies now attract more attention. EC



policy makers, therefore, must decide if their continued reliance
on price support, and the consequent disrribution of penefits
reported in this paper, justify tne congiderable economig, admini-

strative and political costs of not pursuing further price reform.
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Appendix 1. Country by commodity producer welfare effects of the CAP

Table A1.1. Countty by cammdity changes in producer welfare induced by the CAP - 1984/85

EF] Denmark Franoe Germany Greece Ireland Italy Nether- United B
lands Xingdom
— million BECJ —

Wheat 30.9 56.8 633.5 372.9 285 14.0 15.6 32.6 242.5 1537.3
Barley 38.5 250.0 434.5 551.1 8.6 72.9 66.6 8.9 33,0 1834.1
Durum wheat O 0 45.1 2.2 82,4 0 465.7 0 0 595.4
Rye 1.9 30.5 16.9 124.0 .8 0 1.2 1.4 1.2 177.
Oats 7.8 8.3 115.1 192.5 3.3 6.9 2.8 34 5,6 85.6
Maize 3.0 o} 552.4 T4.6 94,1 [ 386.3 .1 o 1M10.4
Rioce 4] 0 7.8 0 17.1 0 209.9 0 0 234.7
Sugar 145.4 11114 645.8 458.5 41.8 45,7 281.8 172.7 232,83 2W45.5
Rape 9 3.3 100.4 74.7 0 1.2 4 3.6 60.9 21,5
Sunflower 0 0 178.8 o 12.1 o a.1 0 0 2i9.0
Saybeans [+] 0 10.2 c 0 0 5.3 0 35.5
Cotton a 2 o) 4] 124.4 0 0 Q 0 124.4
Tobaooo 4.2 V] 72.2 16.0 288.8 0 340.4 0 4] 721.7
Olive oil e a 4.1 a 322.4 0 527.6 o 0 8541
Fresh fruit 3.0 6.3 222.8 281.6 115.5 2.0 479.4 45.4 51.2 1234.3
citrus fruit O g 1.4 0 48.0 o] 179.7 0 0 229,2
Vegetables 100.1 19.0 471.6 147.4 181.1 17.7 994.8 265.7 199.8 2397.1
Table wine 1.2 0 907.0 3.5 9.1 0 1361.2 0 .3 2397.3
Other wine 1.3 0 295,8 137.6 3.6 0 133.7 0 o] 571.9

Milk 340.4 493.4 2386.2 2927.7 =3.9 556.3 689.9 1417.2 1373.0 10179,2
Beefswmal 314.7 244.9  1934.6 1892,7 56.3 497.4 873.1 569,2 1002.6 7385,5
Pigmeat 160.7 113.4 176.3 530.4 5.4 19.3 161.1 453.8 135.3 1744.9
Sheepigoat 7.4 1.6 22,5 45.6 276.6 75.4 81.6 33.4 491.1  1305.2
Poultry 16.6 16.2 133.6 57.5 1G.C 6.1 122.0 3.9 108.6 550.4
Eggs 9.3 3.8 35.3 45,2 5,6 1.9 31.4 60.2 2.2 209.8
All com~

modities 1214,2 1339,8 9679.8 7971.6  1812.5 1316.7 7589.8 3141.4 4336.0 38461.7
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Table Al.2, Comtry by commodity changes in producer welfare induced by the CAP - 1985/86

ELEJ Demmark Franoe Germany Greece Ireland Italy Nether—- United o
lands Kingdam

— millien ECU -—-

Wheat 74.5 120.9 1626.6 638.8 37.6 30,3 227.6 55.6 847.4 3659.3
Barley 56.0 393.5 822,1 761.6 31.0 112.0 103.7 15,5 811.2  3106.5
Duwrum wheat 0 [v] 83.1 9.2 58.8 0 438,1 0 0 589,2
Rye 1.9 41.6 22,3 145.1 1.0 0 1.4 1.5 2.2 217.6
Oats 12.5 14.5 183.0 294.,9 3.8 9.1 28.9 5.2 61.1 613.0
Maize 4.4 0 1030.2 110.0 100.4 0 456.4 .5 0 1702.0
Rice 0 o 16.0 0 21.7 0 273.9 0 [+ 3an.7
Sugar 184.9 104.3 816.0 579.6 73.5 37.4 269.9 145.4 264.8  2475.7
Rape 1.0 91.2 237.6 140.2 0 2.4 2.0 5.4 169, 1 648.8
Sunflower 0 0 408.6 0 22.1 0 41.1 0 0 471.8
Soybeans 0 0 15.9 0 4} 0 76.6 0 0 92,5
Cotton 0 0 0 4] 209.3 0 0 0 0 209.3
Tobacoo 4,2 [+] 73.4 17.1 301.3 0 331.9 0 0 727.9
Olive oil 0 [t} 1.2 Q 397.5 0 729.9 0 0 MN2B.5
Fresh fruit 30.8 5.3 231.3 213.1 115.0 1.2 360.6 36.0 72.8  1066.8
Citrus fruit © 0 t.4 0 41.6 0 172.2 ] 0 215.2
Vegetables 91,3 18.2 489.8 1241 176.5 16.4 877.0 245.0 281,3 2319.86
Table wine (.5 0 845.1 -4 76.7 0 985.3 0 .1 1908.1
Other wine 1.1 0 378.9 83.9 1.0 0 123.4 0 0 588,3
Milk 335.6 468.7 2250,7 2478.8 =5.8 542.6 566.3 1340.6 1591.1 9568.6
Beeffweal 338.5 245.4  1919.1  1760,7 58,9 545.3 805.1 583.2 1205.0 7461.2
Pigmeat 91.6 -150.3 =152.8 -396.4 -42.5 =-12.8 -93.9 337.6 6.3 -403.3
Sheepigoat 5.7 9 294.3 41.7 264,0 93.5 €6.8 33.1 576.7 1376.7
Poultry 11.8 12.6 58.1 8.0 5.6 2.7 36.6 65.4 145.3 334,7
Eggs -39 -1.9 =-33.2 -69.5 -23.6 -.8 -32.2 22.4 13.8 -18.7
All com-

modities 1242.3  1364.8 11618.7 6941.4 1914.1 1380,0 6848,5 2892.2 6058.9 40260,7
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Appendix 2. Mogel and FADN commodity groups

Model ccmmodities

FADN commodities

Wheat

Barley

Durum wheat

Rye

Oats and mixed grains
Maize

Rice

% Cereals

Sugar

Rapeseed
Sunflower

> Sugar beets

Soybean
Tobacco
Cotton

{; Oilseed crops
Industrial crops

P
Ll

# Olives & olive oil

Olive oil

B

Fresh fruit

r Fruit

» Citrus £fruit

Citrus fruit

Vegetables

» Yegetables & flowers

Table wine }
Other wine

* Wine & grapes

Milk

» Cows milk & products

e Beef & veal

Beef and veal

Pigmeat

> Pigmeat

Sheep and goats

— Sheep & goats

Poultrymeat

> Poultrymeat

P

Eggs

> Eggs
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Appendix 3. Specification of farm categories

The distributional analysis of CAP price suppert in this study
employed FADN output data to ensure consistency cof data between
EC countries and across commedities and farm categories. The use
of FADN data enables classification based on data widely known
and regqularly used in the EC and whose specification and
shortcomings are apparent, Because FADN data is based on
individual farm data, many groupings of farm categories are
potentially available. Tractability and confidentiality
problems, nonetheless, limited the range to those currently used

by the Commission.

Farm categories repcrted in this paper are a subsget of all current-
ly defined FADN classifications and represent categories
commonly reported in Commission publications (see, for example,
Commission of the European Communities 1988). Various Commission
handbooks provide a complete description of these categories. a
brief description, elucidating the general features of these

categories, follows.

A3.1 Farm Types

Disaggregation among farm types involves 9 types of farms commonly
defined in FADN nomenclature. Classification is based on the
principal determinants of a farms gross margin based on the concept
of standard gross margin (SGM), namely the value of gross
output less variable costs per hectare or livestock unit,
standardized for each region and product. The SGM are based on a

average of gross margins for 1981, 1982 and 1983.

A description of the farm types used in this study is provided
below, Descriptive names of the different farm types, printed in
capital letters, correspond to the farm type names used in the
tables and text of this report. Note that each farm type listed
below may incorporate varicus subtypes (indicated by a "-" below)
each of which may have to fulfill multiple SGM conditions.
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CEREALS {FADN principal farm type 11}
- SGM for commeon and durum wheat, rye, barley, cats, grain maize,
rye and other cereals greater than two thirds ¢of the total SGM.

GENERAL CROPPING {FADN principal farm types 12 + 60}

- 8GM for field crops (namely cereals, dried vegetables, potatoes,
sugar beets, forage roots and tubers, industrial plants, fresh
vegetables in the open, forage plants, horticultural and arable
land seeds and other arable land crops) greater than two thirds
of the total SGM; and
8GM for cereals less than two thirds of the total SGM.

- SGM for field crops or horticultural or perennial crops greater
than one third but less than two thirds of the total SGM; and
SGM for pastures and ruminants or for non-ruminants less than
one third of the total SGM.

HORTICULTURAL (FADN principal farm type 20)
- 8GM for fresh vegetables {market garden and under glass) and
flowers and ornamentals greater than two thirds of the total SGM.

VINEYARDS {(FADN principal farm type 31)
- SGM for table and wine grapes greater than two thirds of the
total SGM.

FRUIT/OLIVES (FADN principal farm types 32 + 33 + 34)

Note that this category also includes other permanent creps not

defined elsewhere.

- 8GM for fruit, berries and citrus greater than two thirds of
the total SGM.

- SGM for olives greater than two thirds of the total 3GM.

- SGM for othexr perennial crops (excluding fruit and colive groves

and vineyards) greater than two thirds of the total SGM.

DAIRYING (FADN principal farm type 41)

- 8SGM for bovine animals under 1 year, female bovines 1 to 2
years, heifers 2 years and over, and dairy cows greater than
two thirds of the total SGM; and
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5GM for dairy cows greater than two thirds of the SGM for bovine
animals under 1 year, female bovines 1 to 2 years, heifers 2

years and cover and dairy cows.

DRYSTOCK (FADN principal farm types 42 + 43 + 44)
In general, farms with predominantly ruminant animals with the

exception of dairy farms described above.

S5GM for cattle greater than two thirds of the total SGM but
excluding holdings in the dairying categery.

5GM for pastures, cattle, horses, sheep and goats greater than
two thirds of total SGM; and

8GM for cattle less than two thirds of the total SGM.

PIGS/POULTRY (FADN principal farm type 50)

SGM for pigs and poultry greater than two thirds of the total SGM.

MIXED HOLDINGS (FADN principal farm types 71 + 72 + 73 + 74)
Accounts for other holdings not included in the above categories,
Specifically, it includes: partially dominant grazing livestock;

mixed livestock farms; field crops and grazing livestock: and

other crop/livestock holdings.

SGM for pastures and ruminants greater than one third but less
than two thirds of the total SGM and with SGM for no other
major activity greater than one third of total SGM.

8GM for pastures and ruminants greater than one third but less
than two thirds of the total SGM: and

8GM for non-ruminants greater than one third but less than two
thirds of the total SGM.

SGM for non-ruminants greater than one third but less than two
thirds of total SGM and with SGM for no other major activity
greater than one third of the total SGM.

SGM for field crops greater than one third but less than two
thirds of the total SGM; and

5GM for non-ruminants greater than one third but less than two
thirds of the total SGM.

all other FADN holdings not covered above.
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A3.2 Farm size

The classification by farm size relates to an economic rather
than a physical parameter to facilitate comparisons between farm
enterprises with different physical requirements (for example,
intensive livestock versus field crops). Farm size is expressed
in terms of European Size Unita (ESU} where one 530 is eqgual to
a standardized total gross margin (standardized to 1981/83 and
over regions and commodities) of 1100 ECU.

Phe eight sizes of farms reported in this paper are as follows:
2 - 3.99 ESU
4 - 5,99 BESU
6 - 7.99 ESU
8 - 11.93 ESy
12 - 153.39 ESU
16 - 39.99 ESU
40 - 99,99 ESU
> 100 ESU

The lower limit on farm size for each EC country depends on its
selection criteria for {(commercial) FADN farms {see Table 2.1).
Farm sizes in Denmark commence at 4 S0, for instance, while no

farms of size less than 8 ESU are reported for France.

A3.3 Income class

Agricultural holdings are aliso classified according to farm
income. Specifically, the income measure used relates
agricultural income to farm labour usage, namely farm net value
added divided by the number of annual work units. Holdings are
classified, therefore, according to their income per labour unit
rather than their absolute level of farm income. Five income
classes are defined:

< 4CG00 ECU

4000 - 7999 ECU

8000 ~ 11999 ECU

12000 - 23999 ECU

> 24000 ECU
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A3.4 Region

The classification by regions consists of sixty two regions in
six countries based on FADN divisions. The names of these
regions and the FADN divisions which they incorporate are listed
below, along with a map outlining the geographical boundaries of

these regions.

Country Region EC Divisicn
France Ile de France 121
Champagne-Ardenne 131
Picardie 132
Haute Normandie 133
Centre 134
Basse Normandie 135
Bourgogne 1386
Nord pas de Calais 141
Lorraine 151
Alsace 152
Franche Comte 153
Pays de la Loire 162
Bretagne 163
Poitou Charentes 164
Aquitaine 182
Midi Pyrenees 183
Limousin 184
Rhone alpes 192
Auvergne 193
Languedoc Roussillon 201
Provence alpes 203
Corse 204
Italy Valle d"Aosta 221
Piemonte 222
Lombardia 230
Trentino 241
Veneto 243
Friuli venezia Giulia 244
Liguria 250
Emilia Romagna 260
Toscana 270
Marche 281
Umbria 282
Lazio 291
Abruzzo 292
Molise 301
Campania 302
Calabria 303
Puglia 311
Basalicata 312
Sicilia 320

Sardegna 330




Country Region EC Division
Germany Scleswig-Holstein 010+020
Niedersachsen 030+040+110
Nordrnein-Westfalen 050
Hessen 062
Rheinland-Pfalz Q70+100
Baden-wWurttembury 080
Bayern 0990
United Kingdom North England 411
East Englana 412
%est England 413
wWales 421
Scotland 431
Northern Ireland 441
Greece Makedonia Thraki 450
Ipiros Peloponissos 460
Thessalia 470
Sterea Ellas Kriti 480
BLEU Belgium 343
Luxembourg 350
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Appendix 4. Detailed distribution of CAP benefits for all EC countries

Tahle 24.1. Distribution of CAP benefits by farm type for all EC cowntries

Cereals General Horti- Vineyards  Fruit/ Dairying Drystock Pigs/ Mixed

cropping cultural Olives poultry
—— ECU per farm —

BLES ' 2652 1mss (720 (1870) 19398 toas6 067 20557
Denmark 601 13474  (g963) M (5300) 29985  (16317) 8027 16455
France 981 22215 (20706) 16756  (15017) 15190 11497  (7126) 15649
Germany (13528) 20389  (9771)  (9355) (31201) 19244 19750 7257 16060
Greece 2699 738 (6025)  (084) 3210 (1571) 4005  (<14204) 3257
Ireland (11074)  (23145) ™ ) N 12605 4891 B 12665
Italy 5543 5568 (10647) 5536 £14 7812 7337 (12941)  S411
Netherlands N 15406 1496 M (9824) 42825  (27422) 31652 33505
United Kingdom 39113 53470  (37587) N (B606) 39161 17235 (9010) 46345

EC 12455 9884 13402 901 4867 19340 10143 13792 13284

— B per anmal work unit —

BLE] Na 15437 5638 (2973) {6510) 12708 12080 16188 12666
Denmark 14086 14834 (2785) NA (2367) 20607 (13963) 4600 13046
France 18574 13755 {7398) 9055 (5801) 9405 7457 (4416) 9335
Gexmany (9020) 1157 (2403} {4387) (9203) 11806 12028 4467 9634
Greece 1969 1897 (2838) (1535) 1739 (869) 2112 (=8430) 1702
Ireland (12241)  (13827) .Y N A 8754 4395 B 8857
Italy 4231 3372 (4711) 4001 3227 3668 3597 {5361) 2881
Netherlands N 10662 4179 NA (3875) 26354 (21507 ) 21608 22077
United Kingdem 16398 12909 (7053) MA (5382) 17175 10139 (2407) 15022
EC 9254 5558 4598 5462 3064 11286 6249 75719 7505

1) NA - not applicable; ingufficient farms in this category.
2)Btadcetedfigm'esrefertocateg:riesﬂxataccumtforleasﬂmSparcmtofthemmherotfams
mﬂijrcmmofﬂn\mhntﬁagﬁnﬂhualpnﬂmxﬂmcﬁfﬂﬁ1kmuinemntxunnn



Table 24.2.

Relative magnitude of CAP benefits by farm type for all EC ocountries

Cereals

General Horti—

cropping cultural

Olives

Vvineyards  Fruit/ Dairying Drystodk

Piga/
poultry

Mixed

Italy

Netherlands

- % of farm value of agricultural producticn

mﬂ

2.8
(89.5)

3.7
{96.2)

24.6
{100.0}

16.7
(33.1)

3.2
(104.3)

4.0
(56.6)

United Kingdm 25.8

(83.8)

27.7
(77.1)

3.2
(66.7)

21.4
(65.2}

¥.8
(101.3)

5.2
(85.9)

24.8
(37.7)

37.9
(108.3)

2.8
(54.5)

15.5
(47.0)

B.1
(77.9}

7.5
{66.1)

14.7
{31.1)

5.4
(186.1)

27,3
{67.0)

6.8
(21.7)

5.2
(40.6)

NA
32.2
(55.4)

7.9
(21.3)

2.6
(66.5)

14.9
{36.8)

12.2
{25.4)

M
2.3
{53.8)

17.7
(42.9)

2.1
(29.3)

XA

36.7
(63.7)

2.3
(53.5}

22.5
{35.3)

7.3
(15.8}

3.4
(49.2)

35.4
(83.1)

25,5
(35.3)

N
32.0
{46.5)

10.5
(19.4}

s.0
(62.8)

27,0
(44.0)

{% of farw net value added) —

0.6
(70.0}

30.0
(92.1)

0.8
(96.4)

32.4
(115.4)

6.3
{19.9)

4.5
(82.5)

4.0
(34.3)

36.5
{107.5)

33,5
{109.3)

30.4
{91.4)

30.1
(74.7)

27.9
(104.2)

3.8
(85.5)

32.4
(142.7)

6.2
(46.2}

34.4
(74.1)

15.8
(37.8)

24.0
(89.4)

34.8
(95.6)

8.0
(74.2)

14.0
(68.3)

3.2
(9.6}

5.7
(33.9})

5.5
(25.5)

=21.3
{-20.5)

-3
7.2
(25.6)

4.1
{76.1)

2.6
(11.4)

7.5
(33.8)

27.1
(74.1)

15.8
{53.8}

2.1
{94.8)

20.6
(91.8)

18.5
(35.9)

35.3
{106.8)

18.5
(43.6}

24.3
(99.7)

B.3
{89.7)

2.3
(75.7)

1) ¥ = not zpplicable; insufficient farms in this category.
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Table 24,3, Distribution of CAP benefits by farm size for all EC countries
oi 2-3,99 4-5.9 6-7.99 8-11.99 12-15.99 1&6-39.99 40-99.99 >i00
— EU per farm —
BLE]) NA1 ) A NA M 7572 14637 30317 59163
Dexmark 211 2219 2981 4283 6269 13696 31417 59923
France ho'-% NA A 5739 7801 15440 30020 (77180)2
Germany NA NA M 5752 8118 168%: 30931 (51741)
Greece 2222 2891 3502 4349 5180 6927 {12018) m
Ireland 1780 2946 4320 6416 9270 18346 44357 92311
Italy 1842 2857 3562 4645 6307 9918 21749 50131
Netherlands A NA N NA Y 15013 36016 55237
United Kingdom .y {2009) {3223) 7172 6467 14179 36575 92664
BC 1962 2857 3582 5085 7084 14300 30739 72188
—= EQU per amual work wnit —
ELHJ A oY N NA 6033 9509 15174 20429
Denmark M 6627 7646 7933 2085 12800 17213 15609
France ).+ RA N 4114 5575 9501 15011 (23026)
Germaty -3 NA NA 4120 5541 9937 14353 {95933)
Greece 1274 1576 1843 2185 2432 2941 (4843 b2
Ireland 1990 o 3586 5032 6694 11220 18444 022%
Italy 1574 2132 2423 2867 46 452 7167 9866
Netherlands NA M@ NA M NA 10960 19260 13166
United Kingdom jur: (2283) (2931) 559t 4339 8594 14659 16223
EC 1466 1970 2315 3253 4422 8210 13821 14703

1} XA - not applicable; insufficient farms in this category.
2) Bracketed figures refer to categories that account for less than 5 per cent of the mumber of famms
and 5 per cent of the value of agricuitural production of FADN farms in each comtry.

)



Table A4.4. Distribution of CAP benefits by farm size and type for all EC couniries

Tahie 24.4(a). Benefits per farm

=70=

ESJ 2-4 46 68 8-12 12=16 1640 40-100 >100
= B! per farm —

ELE 10
General cropring NA N A NA A 16446 32069 80977
Horticulture M N oY N NA 11144 23858 NA
Dairying @ WA i1 o 8203 17484 36827 >
Drystock A NA MA M NA 17676 39347 NA
Pigs/poultry ¥ o\ N X b\ 18400 36326 N
Mixed NA NA NA NA -\ 15820 33457 A

Denmark 2)
Careals NA 2547 2953 4422 5955 11278 30148 (75684 )
General cropping NA 3499 3372 4303 6145 11865 20465 85034
Horticultural XA NA NA .Y {1999) (4007) 12846 32919
Dairying NA hu 1N NA (6675) {8343) 22256 4787 100262
Pigs/poultry Y NA » ®m M 4516 10507 11257
Mixed fur.y NA A 3791 {4750) 12321 28453 60230

France
Ceraals NA N HA (7407) {9221) 18181 39335 (80013)
General cropping NA NA N 6822 B112 16664 34245 101190
Vineyards NA N A (6058) (8398) 13957 27024 hor-y
Fruit/olives NA o X MA {6227) 1183t 27980 NA
Dalrying N NA N 5728 8467 17255 30353 N
Drystock X N oy 5418 7240 13707 7157 e
Pigs/poultry Na NA .Y .Y NA (5863) 8230 M
Mixed N hor-Y A 4734 7360 14874 2774 NA

Germary
Genaral cropping NA NA XA 4742 6571 16445 35232 T6620
Horticultural NA M NA {5490} (3448) 6164 10700 26133
Vineyards A NA N -y {(2791) 8265 (17895} NA
Dairying ¥ b Y hiv-Y 6448 9713 20083 39219 NA
Drystock hory NA om:Y A {9902) 202396 39531 NA
Pigs/pouliry )Y Y NA A NA 5553 9961 2%
Mixed NA NA B 4584 7512 15549 2773 (81566)

Greece
Cereals 1192 1928 {2733) {3646} (4828) 8331 HA NA
General cropping 2204 3007 3542 4248 5201 7568 13997 N
Hortlcultural N NA (4527} 6514 (6941} 107116 NA A
Vineyards 2104 2856 (3359} (3818) (4546) {5178) A 2%
Fruit/clives 2595 3075 3658 4577 4699 6346 NA MNA
Drystock 2350 3385 ez 4730 {5834) 7665 N Na
Mixed 1843 2442 252 4462 {3372) {8655) M A

1} MA - not applicsble; insufficient farms in this category,
2) Bracketed figures refier to categories that account for less than 1 per cent of the mmber of

farme and 1 per cant of the value of agricultural production of FAIN farmsg in each country,



Takle Ad.4(a) (cont.)
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>100

BT 24 4-5 68 8-12 12-16 16-40 40-100
— BJ per farm ——

Ireland
Gereral cropping NA NA NA NA N 25097 58839 (66562}
Dairying 1980 317t 4863 7254 10127 20667 4971 123359
Drystock 1971 3348 4670 7012 10825 17871 (53688) 2y
Mixed i3 NA M NA 13532 24136 53384 N

Italy
Cereals 1490 2357 (3262) 4662 {6407) 10830 26624 (62845)
General cropping 1893 3038 3843 4963 6789 10826 2378 65424
Horticultural (3193) (3597) (4060 ) (5525) (6720) (8563) (12259) 31411
Vineyards 2365 3388 4880 {5963 ) (9630) 15452  (47064) .Y
Fruit/olives 2017 2755 3455 4331 5793 8407 16378 (35556)
Dairying 1319 (2182) {2393} 3900 (5057) 9959 23241 61997
Drystock 1236 {2032) (3002) 3806 5177 9554 26948 71072
Pige/poultry A 57:% M 1% NA —4720 {3324) (79127}
Mixed 1781 2464 3185 4660 6098 10249 24370 64653

Netherlands
General cropping NA N - NA NA 7456 16385 40985
Horticultural MNA NA N NA NA 4947 12427 33310
Fruit/olives NA A NA NA NA 1799 19399 (53332)
Dairying NA & NA NA NA 21996 53004 109135
Pigs/poultry N NA NA Na NA 21341 37852 F009N1
Mixed A NA .13 NA NA 18376 46217 (117812)

United Kingdam
Cereals NA NA A NA oy 9887 39226 78220
General crorping = N W NA N 11846 30052 100524
Dairying M NA NA v (8098) 18978 45922 99381
Drystock NA (2310) NA 5356 713 14172 32176 71536
Pigs/poultry NA M Na M N -7708 NA 1Y
Mixed M Na NA M N 13112 34988 114382

B
Cereals 1418 (2278) (3087) {5085) (6803} 14454 36715 76418
General cropping 2011 3030 3706 4873 6543 13001 20907 87109
Hortioultural, (3173) (3582} {4297) (5986) {8042) 10809 16088 32022
Vineyards 2310 (3285) (4542) (5670) (8215) 13057 26910 Y
Fruit/olives 2272 2357 3515 4392 {5609) 9978 (23236) (47655)
Dairying (1557) (2565) {3751) 5900 8677 18407 42239 96211
Drystock 1857 2938 {3864} 5170 7285 14337 31615 (71221)
Pigs/pouliry | 2r-Y NA N oY NA 8938 17983 (57478)
Mixed 1792 2457 (3140) 4609 €893 14555 30330 97756
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Table 24.4(b). Benefits per ammal work unit

B 2-4 45 6-8 a-12 12-16 16~40 40-100 >100
— B per anmal work unit —

BLEJ
General cropping NA NA X NA a 11546 19496 35316
Horticulture NA NA WA 3 jrY 5615 8569 NA
Dairying M NA hv:1 -3 7425 11881 19416 N
Drystock N NA NA XA KA 11331 17582 NA
Pige/poultry M N N A A 14782 21178 NA
Mixed NA NA NA 3 NA 10649 17516 NA

Denmark
Cereals A 10615 8951 10924 13246 15889 23328 {25599)
General cropping 7Y 14002 9379 9467 10507 12879 18688 26915
Horticultural NA o N a’ {1851} {2005) 3100 3364
Dalrying N NA NA {9287} (7980) 18471 25522 28828
Pigs/poultry NA e n o Y 4053 6038 3321
Mixed m 2" NA 6357 (7097} 1121 16089 18371

France
Ceveals b-Y = b2 {6682} (7989) 14374 26402 {35543)
General cropping NA b % 4459 2956 10488 20347 40233
Vineyards NA NA N (5205) (6761) 8331 11189 223
Fruit/olives 5.3 A M B (3171) 5657 8134 NA
Dairying A NA NA 4121 5383 10426 14626 bt
Drystock XA KA N 354 5226 8575 13153 NA
Pigs/poultry .Y N NA NA N (4299} 4623 =
Mixad X o8 A 3192 507 9073 15010 NA

Gexrmarny
General cropping N A NA 3183 4622 10457 16535 21958
Horticultural MA NA NA (1844) {1513) 1860 2340 3643
Vineyards A NA o' NA {1702) 4133 {6324} A
Dairying NA NA N 4880 o747 12172 19368 FA
Drystock MA NA A N {6733) 12258 20109 M
Pige/poultry N A NA .- a e 5650 NA
Mixed MA N Na 3289 5271 9476 14236 (19823)

Greece
Cereals 943 1387 (2098} {2506) {2962) 4575 o "%
General cropping 1225 151 1772 2101 2451 3222 8751 NA
Horticultural NA hory {2622) 3332 {2900} 3619 -3 N
Vineyards 1159 1472 {1688) {1900) (20176) (2342) NA NA
Fruit/clives 1439 1738 1996 2314 2298 2688 N hoiY
Drystock 1481 1866 1996 2354 (2714) 3066 NA NA
Mixed 1116 1320 1565 2036 {1419) (3260) NA .-




Table Ad.4(b) (cont,)

=73

ES) <4 45 6-8 8-12 12-16 16-40  40-100 >100
~— BU per apmal work wnit —

Ireland
General cropping NA MA A NA NA 17025 2524 {14622)
Dairying 1873 2899 3857 5475 7107 12877 20871 28816
Drystock 259 3158 4090 5654 7975 10013 (18437) NA
Mixed 7% -8 M NA 8816 13523 20940 NA

Italy
Cereals 1545 2187 (2651 3747 (4695) 6051 10028 {11727)
General cropping 1489 2099 525 2088 3866 4970 7577 11749
Harticultural (2335) (2126) (2311} (3157) (3385} (3946) (5033) 8390
Vineyards 2387 3034 3726 (3707) (4952) 6170 (10264) NA
Fruit/clives 2133 2427 Z702 N2 3488 44562 5907 {6941}
Dairying 937 (1302)  {1683) 2075 (2427) 4150 7009 10179
Drystock 919 (1286) (1725) 2067 2499 3985 7881 12807
Pige/poultry NA NA oY M NA -2459 (1284) (23292)
Mixad 1216 1569 1911 2440 2982 4192 7319 99589

Netherlands
General cropping NA NA A MA W €805 11418 15976
Horticultural B 107\ 5r.Y .- NA 2589 977 4975
Fruit/clives N A MA M\ -\ 793 7305 (12202)
Dalrying N NA M N NA 16477 30817 41419
Pigs/poulitry NA N MA N N 17787 24824 27191
Mixad N 5.3 NA A NA 15446 28177 (41485)

United Kingdom
Cereals 7Y NA A MNA 7Y 8309 18460 19360
General cropping oY NA NA M\ NA 8059 11782 14918
Dairying NA NA NA N (7168) 12364 18515 23093
Drystodk 2% (2485) 218 4895 6161 9062 14089 17348
Pigs/poultry M N NA "X M =2161 NA Y
Mixed N o3 A A NA 8094 13589 20050

EC
Careals 1370 {2090) (2780) (4463) (5642) 10450 19936 19824
General cropping 1370 1869 2192 2820 3833 7152 14250 17335
Horticultuxal (2335) (2126) (2474) {2973) (3836) 4494 5219 5788
Vineyards 1986 {25409) {3112) {3687) {4797) 6919 10438 MA
Fruit/olives 1716 2135 2432 258 {3208) 5005 (7492) (7604)
Dairying {1204) {1770) (2471) 4114 5890 ma 19722 23210
Drystock 1626 2086 {2459) 3378 4621 8259 13024 {15359)
Pigs/poalixy 7.\ MA N NA M 5830 10023 (18687}
Mixed 1185 1494 (1838) 207 4161 as53 14697 18416
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Table A4.5. Distribution of CAP benefits by income class for all EC countries

Farm net value added/ <4G00 4050~ 8006— 12000~ > 24000
annual work units (ECU) 7399 11999 23999
- ECQU per farm —

BLEU {7226 )l) 9295 12714 18094 34592
Denmark 3797 6421 9146 15924 27591
France 7662 11049 15375 X681 34891
Germany 9326 12733 17533 23524 33822
Greece 2024 3363 5964 7548 {12254)
Ireland 3047 5523 10675 18309 36044
Italy 2353 4527 7750 13641 25019
Netherlands (9634 12487 15125 24089 445663
United Kingdom 12713 18446 25530 41055 66887
EC 3753 6729 12390 20762 37031

— ECU per annual work unit ———

ALEU {4802) 5824 7710 10593 20104
Denmark 7505 8203 9538 12446 18176
France 4732 6532 8964 12274 23186
Germany - 5965 7256 9205 12891 20631
Greece 1057 - 2018 3225 4313 (8820)
Ireland 2604 4490 7876 12806 22540
Italy 1513 2903 4623 7106 11506
Netherlands {5785) 7677 8215 12439 22842
United Kingdom 7515 8587 10006 14059 20056
BC 2329 4016 7029 11155 19730

1) Bracketed figures refer to categories that account for less than 5 per
cent of the number of farms and 5 per cent of the value of agricultural
production of FADN farms in each country.

Table A4.6. Proportiomal distrilation of CAP pemefits and farms by income class

Farm net value added/ <4300 £300= B8000- 12000- »24000
anmual work wmits (BT} 7999 11999 23939

— % of benefits {% of farms) -—

BLEY 1.5 {4.0} 4.9 (12.3) 10.5 {16.3) 42,1 {46.0) 41.0 (23.4)
Denmark 4.1 (17.4) 3.2 (8.1) 6.1 (10.8} 30.8 (31.2) 55.8 {32.5)
France 8.3 {18.1) 14.5 (21.9) 18.1 (19.8) 6.3 (2.3) 22.9 {11.0)
Germany 1.1 (21.0) 16.1 (22.3) 2.8 (20.9) 37.8 (2.3) 14.3 (7.5)
Greece 5.7 (44.1}) 45,1 {40.4) 18.7 {10.9) 9.1 (4.2) 1.4 (0.4)
Lreland 10.8 (32.0) 19.3 (31.5) 18.4 {15.5) 33.6 (16.5) 17.8 {4.5)
Italy 17.6 (42,5} 23.7 (29.7) 18.1 (13.3) 2.1 (1.7 12.6 (2.9)
Netherlands 1.3 (4.1) 3.1 (7.3) 5.8 (11.3) 30.9 (38.1) 58.9 (39.2)
United Kingdem 5.7 (15.5) 8.3 (15.4) 13.1 (17.6) 43.2 (36.1) 29.8 (15,3}

EC 10.0 {31.2) 15.5 (26.8) 16.2 {15.2 ) 34.2(19.2) 24.0 (7.8)
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Table Ad.7. Distribution of (AP henefits by farm type for all BC regicns

Cereals General Hortl- vVineyards  Frult/ Dairying Drystock Pigs/ Mixed
cropping cultural Olives poudtry

GERMANY

Scleswig- 1

Holstein 22687 32745 5121 NA NA 32864 30483 NA 28455
Niedersachzen NA 28656 10506 M N 26208 25453 7548 18903
Nordrhein-

Wstfalen 19850 21167 12532 .Y NA 23713 28202 7440 18380
Hessan - N 15657 11121 ® N 16295 16385 28 13978
Rheinland- 6644 16923 7672 10793 h."-% 19961 20347 15383 13872
Baden-Wurttembarg Ma 17392 9575 7366 NA 17423 17872 NA 15819
Bayern 7510 16042 N A o8 14886 17607 =670 13472
FRANCE

Ile de France 44107 55427 NA NA MNA A NA N M
Champagne—

Arderme 32048 42919 NA 18885 N 24425 )% N 29149
Picardie 36175 56305 NA NA NA 25864 NA NA 32564
Haurte

Normendie 23718 20285 NA A NA 19369 25536 ®a 27366
Centre 30356 27781 N 14617 NA 23114 13307 v 19562
Basse Normendie NA N NA NA N 16593 22227 NA 22927
Bourgogne 32454 40621 N 26024 ). 21284 13534 NA 21182
Nord pas de

Calais NA 27085 .- MNA N 22800 NA hory 26496
Lorraine N NA N o oY 18763 ). .Y 27829
Alsare NA 23838 N 16847 NA 18369 NA NA 22037
Franche Comte "% NA NA .- NA 16801 19145 NA 24523
Pays de la Leoire NA 12096 25642 21705 Na 17648 15107 N 15963
Bratagne A 13027 19407 N NA, 16661 14442 7502 15896
Poitou

Charentes 27345 17136 NA 17407 A 16311 13947 N 19862
Adquitaine 18097 13203 NA 20897 N 12461 6328 NA 11177
Midi Pyreneses 19344 18067 A NA 28065 12081 9120 NA 9897
Limougin o3 MA NA 273 j.r-% 13393 11204 NA .1
Rhone alpes 15091 11874 NA 17653 10412 11646 8852 -3 12292
Auvergne M NA MA '3 NA 10667 12021 NA 10577
Languadoc

Roussillon NA 18786 13783 14923 17932 9504 11056 N NA
Provence alpes NA 13640 23806 14751 1831 .3 11670 N NA
Carse N hor-y A 17307 NA NA 2248 N N
BLET

Belgium NA 24652 13586 NA 15870 19066 19409 23067 20558
Luxeabourg NA WA ® 6570 NA 23624 19977 NA 20522

1) M& - not gplicable; insufficient farmg in this category.



Table M.7. {cont.}

~76-

Cereals General Horti- Vineyards Fruit/ Dairying Drystock Pigs/  Mixed
crepping  cultural Qlives foaltry
— B0 per farm —

GREECE
Mzkedonia Thrakl 2696 3687 4081 3554 2330 1440 4368 N 3183
Ipiros
Pelcponissos 2734 3076 6472 827 3117 N 3382 =11082 3333
Thessalia 3281 5395 N A 3404 M 4739 NA 4270
Sterea Ellas
Kriti 289 3143 6459 3094 3509 1. 4420 M 3198
ITALY
Valie d"acsta NA NA NA NA B13 3453 3679 oY A
Piemuite 957 3915 13693 4787 3038 6887 8001 NA e527
Lombardia 13296 7418 A 7397 M73 15041 21938 19182 14145
Trentino NA A .3 8483 5128 3372 12555 A 5157
Veneto 4577 6390 7568 5773 4451 5347 15913 =726 6273
Frinli Venezia
Giulia 3034 5655 13356 16619 N 5321 6262 NA 8072
Licuria .- 2512 B451 3965 2 1859 1482 NA 1393
Emilia Romagna 5312 8805 NA 10158 7974 9763 10968 X 11732
Toscana 4162 6033 13494 21085 4268 451 6206 26356 5822
Mazche 3397 4498 3 981 NA 5125 6336 M 4578
Unkxria 3041 8623 o A .- 5848 4908 o9 4238
Lazio 5239 4347 11068 4823 3142 4922 4442 N 3641
Abruzzo NA 3063 NA 4857 3410 4521 4242 NA 3234
Molise NA 7307 7.1 9748 6136 A NA .- X
Campenia Y 5943 10137 3417 4261 3513 2794 NA 3380
Calalwia 1923 3513 NA 3753 4983 2503 4044 N 3509
Puglia 3580 7839 29137 6034 4677 6454 7139 N 7213
Bagalicata 3974 5240 NA NA 4950 3631 w17 N 3464
Sicilia jor:N 2862 7504 4235 3599 .- 4347 N 4761
Sardegna A 5322 .3 4448 4052 N 3422 ¥ 4026
UNITED KINGXOM
North England 33573 50831 . NA N 43636 22950 =3435 53554
East England 42414 65157 51145 NA 21375 49959 23709 25690 65955
West England 49288 57293 26087 NA 36026 44020 17879 11726 56090
Walee N NA 3B b3 MA 36101 23746 A 35000
Scotland 31214 40138 N .- N 55830 16936 .- M073
Northern Iveland NA B NA N B 26844 8054 NA 21244
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Table A4.8. Distribution of CAP benefits by farm size for all EC regions

ESU 8-12 12-16 16-40 40-100 >100
-~ ECU per farm -—

GERMANY _ 1)
Scleswig~-Holstein NA NA 19579 35049 66686
Niedersachsen NA 6778 18028 35097 61278
Nordrhein—-Westfalen NA NA 16541 28167 41406
Hessen 7400 7742 15997 30463 NA
Rheinland-pfalz 4939 - 6503 14081 23897 NA
Baden-Wurt temburg 6852 8536 16847 26895 NA
Bayern 5629 8810 17621 31128 NA
FRANCE
Ile de France NA NA 20765 51598 61397
Champagne—-Ardenne NA NA 18695 33953 NA
Picardie NA NA 21625 46401 127497
Haute Normandie NA NA 19234 20367 NA
Centre 5994 7313 16032 36708 51200
Basse Normandie NA 9203 17790 33139 NA
Bourgogne 5476 7074 17377 35298 Na
Nord pas de Calais NA NA 21444 36392 NA
Lorraine NA 7907 18434 30857 NA
Alsace NA 12506 17401 29605 NA
Franche Comte 5334 8917 17586 30701 NA
Pays de la Loire 6620 2066 16705 24454 36359
Bretagne 7021 8303 15975 19014 NA
Poitcu Charentes 5484 8268 16403 28463 NA
Aguitaine 5164 8401 13850 28867 NA
Midi Pyrenees 5730 7070 13728 26087 NA
Limousin 4891 7431 13371 NA NA
Rhone alpes 5747 8210 13760 21301 NA
Auvergne 5071 7563 14035 22729 NA
Languedoc Roussillon 5649 6802 12618 26293 NA
Provence alpes 7319 5789 11939 23931 45820
BLEU
Belgium NA 7572 14465 30256 58169
Luxembourg NA NA 17893 32414 NA

1) NA - not applicable; insufficient farms in this category.



Table M.8. (omt.)
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ES) 2-4 46 6-8 8-12 i2-16 16-40 40-100 >100
— B per farm ——

GREECE
Makedonia Thraki 2128 2744 3382 4218 5121 6325 16871 NA
Ipiros Peloponissos 2302 2383 3490 4251 4943 6308 M MA
Thessalia 514 3469 3528 4238 5521 8218 13780 X
Sterea Ellas Kriti 2180 2825 3617 4723 5137 5816 11733 NA
LTALY
valle d"acsta 1540 2363 iy 539 4802 8275 15191 NA
Piemmte 1218 2045 2557 3841 5320 19102 21 45727
Laardia 1361 A 2294 487 6569 1173 26814 54443
Trentino A XA 2997 4068 6894 8302 18042 NA
Veneto 2061 2828 34092 4801 6855 10623 20555 63701
Frinli Venezia Giunlia 1102 2078 2595 5M6 6417 11546 21375 NA
Liguria 1710 2642 3548 £20 7540 8387 12589 23499
Emilia Ramagna A 75 4682 4207 6330 9866 21785 42995
Toscana 1805 2896 3563 4504 5400 9727 21671 56002
Marche 2008 2786 3624 5333 6703 10774 22605 B
Urbria 1452 2305 3577 480 6622 12135 ze NA
Lazio 1905 2579 3720 4640 6144 10273 21901 45747
Borazzo 1883 2742 4010 51 6946 10511 22254 m
Molise @ X M 5385 7723 12524 NA NA
Carpamnia . ook} 3952 470 5827 7634 11544 8774 ..
Calabria 2082 2876 4075 5283 8043 12416 24688 N
Puglia 2138 282 3830 558C 7932 12729 2767 77213
Basalicata 1692 2880 4092 5024 6602 2111 NA NA
Sicilia 1190 2292 3391 3910 5320 7941 19777 MA
Sardegna 1836 1976 2195 3597 4810 6812 13454 NA
INITED KINGDOM ]
North England NA M N NA NA 13453 8399 84429
East England N NA N NA 10082 14778 3o 105928
West England NA NA XA NA A 15228 40881 95641
Wales NA ho":¥ NA N A 15258 39983 80986
Scotland N NA N Na NA 11804 28301 70637
Northexn Ireland NA NA 3291 4529 7229 15605 39498 63710
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SAMMENDRAG OG KONKLUSION

Debatten omkring tilpasning af den fazlles landbrugspolitik i EF
har navnlig vedrgrt omkostningerne ved den fgrte politik, mens
ringe opmerksomhed har knyttet sig til, hvem stgtten er tilfal-
det. Det forhold, at en stor del af stgtten i EF-politikken ydes
gennem priserne, kombineret med en meget varieret bedriftsstruk-
tur, medfgrer en ulige fordeling af fordelene inden for EF~ s
landbrug. Hovedsigtet med den foreliggende undersggelse er at
klarlegge fordelingen af prisstgtten pd forskellige bedriftsty-
per, stgrrelser, indkomstkategorier og regioner inden for EF.

Stdtte via priserne m& pd forhdnd forventes at tilfalde produ-
centerne i forhold til stgrrelsen af deres produktion. Eftersom
den fazlles landbrugspolitik omfatter forskellige produkter med
forskelligt stgtteniveau, vil den enkelte bedrifts fordele af-
hange ikke blot af produkticonens stgrrelse, men ogsd af produk-

tionssammensatningen.

Bedriftsstgrrelsen har ikke desto mindre sterk indflydelse pa
resultatet. En analyse af st@gttens fordeling i EF i arene 1984/85
og 1985/86 viser, at uafhazngig af driftsformen opndede de store
bedrifter stgrre stgtte end de smd. Stgtteelementet var omkring
15 gange stgrre pa de stgrste bedrifter sammenlignet med de mind-
ste. M3lt i forhold til arbejdsindsatsen var forskellen mindre,

men dog stadig til fordel for de store bedrifter.

I almindelighed opndede husdyrproducenterne stgrre stgtte end
planteavlsproducenterne. Som eksempel modtog mazlkeproducenter-
ne over 50 pct. mere i stgtte end andre producenter, omend for-
skellen i bedriftsstgrrelsen i vasentlig grad p&virkede resulta-
tet. Sma og mellemstore melkeproducenter havde sdledes vasentlig
mindre fordel af prispoclitikken end store producenter inden for

andre produktionsretninger.

Fordelene ved EF s prispolitik fordelte sig omvendt med indkom-
sten i erhvervet. De stgrste fordele tilfaldt producenter med de
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hgjeste indkomster, hvor den tredjedel, som havde den hdjeste
indkomst pr. beskaftiget, modtog henved to-tredjedele af den sam-—
lede gevinst. Omvendt modtog tredjedelen med lavest indkomst pr.
beskaftiget mindre ernd 12 pct. af stgtten.

Analyser pd EF-niveau dakker over vasentlige variationer 1 forde-
lingen af gevinsterne ved prispolitikken. Hvert medlemsland frem-
viste s3ledes sin egen fordeling af fordelene, som afspejlede ka-
rakteristiske forhold ved landets landbrugssektor. Ogs& inder for
det enkelte land var der store forskelle. Som eksempel kan nav-
nes, at de &rlige gevinster ved EF-politikken i Frankrig 1& om-
kring 40.000 ECU for de store kornproducerende enheder omkring
Paris, mens de smi bedrifter i det sydlige Frankrig kun opnaede
omkring 10.000 ECU.

Den betydelige regionale variation i gevinsterne gjaldt ogsa
for EF taget under &t, hvor middelhavsomraderne modtog betydeligt
mindre i stgdtte pr. bedrift end de nordlige dele af fallesskabet.
Den stgrste del af den regionale variation md imidlertid tilskri-
ves forskelle i bedriftsstgrrelise og ikke forskelle i stgtteni-
veau mellem produkterne, Zndring af det relative stgtteniveau
ville siledes ikke fremtvinge en mere ensartet fordeling af EF-

fordelene mellem regionerne.

For Danmarks vedkommende spillede driftsformen og produktionssam-
mens@tningen en relativ stor rolle for fordelingen af EF-forde-
lene. De store produktionsenheder i svine~ og fjerkrasektorerne
og de store gartnerienheder modtog sdledes relativt lidt stgtte,
hvilket skal ses i sammenhang med et forholdsvis lavt stgtteni-
veau for disse produkter. Som i de fleste andre lande modtog m=l-
keproducenterne de stgrste gevinster af EF-politikken.

Udearbejde og lav beskaftigelse i landbruget pa de mindre bedif-
ter i1 Danmark pavirkede fordelingen af EF-fordelene mellem be-
drifterne. Gevinsten pr. bedrift steg siledes starkt med stigen-
de bedriftsstgrrelse, mens gevinsten pr. arsarbejder var mere
javnt fordelt end i andre lande, Hertil kom, at EF-fordelene til-
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syneladende var mere javnt fordelt over indkomstgrupperne. Den
tredjedel, som havde den hgjeste indkomst fra landbruget, modtog

dog stadigvak over halvdelen af den samlede danske gevinst ved

prispolitikken..

Resultaterne fra analyserne understreger betydningen af fordelene
ved EF"s prispolitik for det enkelte landbrug og dermed ogsd in-
direkte modstanden mod zndringer i politikken. Gevinsten ved den
fzlles prispolitik reprazsenterer typisk godt en fjerdedel af pro-
duktionsvardien og omkring halvdelen af varditilvaksten i land-
bruget. Mange bedrifter i den nordlige del af fzllesskabet mod-
tog arligt gevinster pd over 20.000 ECU. Der er derfor betydelig
motivation for politisk pression med henblik pd at oprethoclde
stgtten. Koncentration af fordelene blandt stgrre bedrifter med
hgje indkomster understgtter en fzlles indsats for at opretholde
afkastet til det etablerede anlag.

Spgrgsmilet er imidlertid, om de store gevinster ved EF-politik-
ken og en fordeling til fordel for store bedrifter med hgje ind-
komster er en gnsket effekt. Den forékelligartede fordeling med
h#djest stgtte til de hgje indkomster synes afvigende fra de ge-
nerelle sociale normer i EF. Dette understreges yderligere af de
betydelige omkestninger, som den fzlles landbrugspolitik indeba-
rer for skatteydere, forbrugere og samfundet i gvrigt. De poli-
tisk ansvarlige myndigheder i EF bgr derfor overveje, hvorvidt
indgrebene pd landbrugsomradet, herunder isar satsningen pd pris-
stgtte, kan retfardiggpre de betydelige omkostninger, dette inde-

barer.

Analyser af EF-stg@ttens fordeling vil i denne sammenhazng kunne
bidrage til en mere informativ debat omkring effektiviteten af

den fazlles landbrugspolitik,












