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<it>UK Food Trade</it>

7. Farmers and growers as citizens have participated and will conti
nue to participate in the debate on whether this country should join
the Community. It has not, however, been the Union's function to t
ake a line on the general issue: the Union's responsibility to the m
embership has been to try to ensure that if the UK does enter the E
EC the conditions will be such as to provide reasonable prospects f
or farmers and growers.

8. If the economic conditions are satisfactory there is plenty of ro
om for an expansion of domestic production. Although the volume o
f net output has more than doubled over the past 30 years, we are s
till a long way from self-sufficiency; we supply only some 55 per c
ent of our total food needs. For the kinds of food we can grow, the
ratio is about two-thirds home production and one-third imports. T
he existing EEC produces from its own resources a much higher pro
portion of its total food requirements about 90 per cent. The incl
usion of four new countries, two of which (UK and Norway) are net
importers and two (Denmark and Irish Republic) net exporters, wou
ld reduce the overall proportion in an enlarged Community to neare
r 80 per cent.

[&]

12. Leaving sugar on one side, we import a further 12 per cent, mo
stly tropical products, from Commonwealth developing countries, m
any of whom will be able to choose between various forms of assoc
iation with the enlarged Community. This leaves at least 45 per cen
t of our imports from countries for which no special arrangements
have been made (except for a general undertaking to avoid disrupti
on of their trade during the transitional period).

13. The establishment of a wider Common Market must inevitably b
ring about a change in this country's trading patterns. Through the
adoption of the common agricultural policy and, in particular, the

application of Community preference, imports from Commonwealth

and other non-member countries will tend to be reduced in favour o
f greater supplies from UK farmers and from other farmers inside t
he Ten. France, the Netherlands, Denmark, the Irish Republic and p
ossibly other Community countries will evidently be competing wit
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h our producers to replace many of the imports now obtained from t
hird-country suppliers. In addition, for some commodities, Commun
ity exporters will be free to compete more strongly for our existing
market certain horticultural products are clearly highly vulnerabl
e in this regard.

The Union has strongly pressed upon the Government the need to p
ut British agriculture <ita>now</ita> in a strong position to meet t
hese prospective challenges and to ensure that the arrangements for
the transitional period are adequate.

[&]

<ch>Specific considerations</ch>

19. In our periodic progress reports we have identified the matters
to which the NFU attached fundamental importance in the negotiati
ons and have explained the nature of the provisional agreements or
understandings arrived at by Mr Rippon in the negotiations with th
e Ministers of the Six.

20. By going perhaps further than Mr Harold Wilson on the need 't
o come to terms with the common agricultural policy' and actually i
ndicating that the United Kingdom would be prepared to accept the
CAP to the extent that it had developed so far, the Government wer
e clearly reducing the area for negotiation in agriculture. Rightly o
r wrongly, the view was taken that, unless Britain could reassure th
e Six of her willingness to accept the main principles and structure
of the CAP, this country would have no chance of bringing the enla
rgement negotiations to a satisfactory conclusion. On the other han
d, this Government did take over the specific matters which Mr Geo
rge Brown, in his Western European Union speech in July 1967, had
indicated as the agricultural agenda for the negotiations.

21. Perhaps it is as well at this point to indicate the matters on wh
ich the British delegation were not seeking to negotiate. First, by a
ccepting the principles of the CAP, the Government made it clear t
hat they had no intention of questioning the concepts of Community
preference, common pricing, common trade policy with non-member
countries and Community financing. Secondly, the Government had
no intention of seeking to negotiate on prices of agricultural comm
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odities in an enlarged Community: Britain could only seek to influe
nce price levels later on from inside. Thirdly, except for those com
modities specifically designated (milk, pigmeat, eggs) the Governm
ent were prepared to accept the structure of the regimes already ad
opted for the common organisation of the market.

This meant that basically the Government were prepared to accept t
he EEC regimes for cereals, sugar beet, beef and veal, table poultr
y, and fruit and vegetables. In addition, they decided that they wou
ld not raise directly the question of the future status of our market
ing boards, although as noted later (para 30), they did raise questi
ons relating to the functions at present carried out by the milk mar
keting boards.

Finally, questions relating to commodities such as mutton and lamb
which were not covered at present by a common market organisation
, were not raised on the grounds that the United Kingdom would be
able to play a full part as a member in discussing any proposals for
these commodities from within the Community.

22. Notwithstanding all this, the negotiations have covered matters
of special significance for our domestic agricultural and horticultu
ral industry, especially the arrangements for the transitional perio
d. They have also been concerned with New Zealand dairy products,
Commonwealth sugar and, above all, Community financing.

[&]
<it>Milk</it>

27. The Union s primary concern has been to ensure that in joining
the Community we would not be obliged to accept arrangements whi
ch might lead to a reduction in the net incomes of milk producers.
The Government s main concern has been to ensure that adequate su
pplies of liquid milk would be available to meet consumer demand t
hroughout the country and throughout the year. These objectives ha
ve been linked in that the achievement of both depend to a consider
able extent on the continued operation of functions now carried out
by the milk marketing boards.

28. In the negotiations, the Government have drawn particular atte
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ntion to the fact that the liquid market accounts for a major part of
all milk produced in this country. In this situation there could be n
o certainty that arrangements worked out for a Community in which
the greater part of milk supplies are used for the manufacture of da
iry products would operate satisfactorily. This situation therefore
needed to be clarified.

29. The Six have agreed that it was one of the objectives of the co
mmon policy to use as much milk as possible for liquid consumptio
n throughout the Community and that the arrangements for milk sho
uld not impede this aim. It has also been agreed that the Council re
solution of July 1966 fixing a maximum price differential between

milk sold for processing and milk for liquid consumption has no le
gally binding effect; member states are free to fix retail prices for
milk for liquid consumption but are not obliged to do so. Finally, i
t has been acknowledged that a non-governmental producer organisa
tion, provided it acts within the provisions of the Rome Treaty and
of secondary legislation derived from it, is free by its own decisio
ns to consign milk wherever it chooses and to remunerate its memb
ers as it wishes.

Our boards would thus be able to continue to pay higher prices for
winter than for summer milk, so offsetting seasonal differences in
production costs.

30. The White Paper makes it clear that, in the Government's view,
the maintenance of the milk marketing boards with broadly their ex
isting powers will be consistent with the agreement reached with th
e Six. What is equally significant, the Minister in his letter makes
it clear that in the event of any challenge the Government would de
fend the maintenance of the disciplinary and other powers on which
, in his view, the essential functions of the marketing boards depen
d. He has also agreed that every opportunity should be taken to ens
ure that the Six fully understand the value and functions of our boa
rds. These assurances, it should be observed, are not limited to the
milk marketing boards but extend to all the existing boards, subjec
t only to the Government's rights, whether we go into the Common
Market or not, under the Agricultural Marketing Act to review the
position and powers of any statutory board.

<it>Pigmeat</it>

31. The Union has repeatedly stressed that the arrangements for pi
gmeat in a Community which would probably be more than self-suff
icient should provide for a greater degree of stability than that aff
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orded by the existing EEC regulations. The UK and the Six have in
fact recognised the intrinsic importance of the bacon market in an

enlarged EEC and have agreed on the desirability of stability under
conditions of fair competition in an enlarged Community. It has be
en acknowledged that this matter is of special importance not only
to the UK and other bacon producers directly affected but to all pi
g producers in the enlarged Community and that the situation will,
therefore, have to be kept under careful review in the transitional

period and thereafter.

32. The present International Bacon Market Sharing Understanding
is due to expire at the end of March 1972. Its future will clearly be
one of the matters for detailed discussion in the months ahead. The
Union has suggested that a permanent arrangement analogous to the
Understanding should be evolved on a Community basis for the mem
ber countries concerned. So far as the transitional arrangements for
entry into the Community are concerned, it seems that there might

be difficulties not only for ourselves but also for Denmark and the
Irish Republic in applying the general principles now envisaged. T
hese are amongst the problems which still have to be tackled.

<it>Eggs and Table Poultry</it>

33. The Union has emphasised that, as an enlarged Community woul
d generally be more than self-sufficient in <ita>eggs</ita> and as t
here are no provisions for support buying, prices would normally b
e determined solely by internal market forces and would be likely t
o fluctuate widely. This situation has been recognised by the EEC
Ministers in their discussions with Mr Rippon on eggs and they hav
e also accepted that price fluctuations might be rather greater than
in the individual markets today. It has been suggested that the tren
d towards the concentration of production in the hands of specialis
t producers and parallel developments in marketing should reduce i
nstability in the longer term but the need for market stability has b
een acknowledged by the Six.

34. Lately the Union has become increasingly concerned about the

strong possibility of market disruption in the whole of the <ita>po
ultry industry</ita> if the principle of Community preference is ap
plied in full at the outset of the transitional period without regard
to the marketing conditions prevailing in the Six and in the applica
nt countries. An assurance has therefore been sought from the Gove
rnment that they will do everything they can to prevent any disrupt
ion, not only of the egg sector but of the poultry industry as a who
le during the transitional period. In his letter to the President the

Minister recognises the industry's concern, states that he has alrea
dy drawn the Community's attention to the need for stability, and i
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ndicates the Government's willingness to discuss the matter with th
e Community later this year and to listen sympathetically to any pr
oposals which the Unions may put forward for dealing with the situ
ation.

<it>Transitional arrangements agricultural</it>

35. The Union's aim has been to secure an adequate transitional pe
riod for the principal agricultural commodities. Originally the Gov
ernment suggested a period of six years for agriculture and three y
ears for industry. The Six insisted, however, on a certain parallelis
m between the arrangements for agriculture and industry.

In the event, agreement was reached upon a five-year period for ag
riculture starting in 1973. The mechanism of the CAP would be ado
pted and full Community preference for agricultural products cover
ed by Common Market regimes would be introduced at the beginnin

g of the transitional period. The transition to Community prices wo
uld be achieved by six steps spread over five years. During the tran
sitional period the enlarged Community would take steps to deal wi
th any serious disruption to world trade arising from the curtailme

nt of UK trade with third countries. Finally, the Community would

take rapid and effective action to deal with any difficulties which

might arise in the operation of the transitional mechanisms.

36. Early in the negotiations the Six were reported to be suggestin
g that Britain should abandon her guaranteed prices and deficiency
payments at the beginning of the transitional period. This suggesti
on was naturally strongly resisted by the Union and it is satisfacto
ry to record that in the event no terminal date has been set. It is tr
ue that for commodities covered by common market organisations d
eficiency payments will have to be terminated by the end of the tra
nsitional period for agriculture (i.e. technically by the end of 1977
). For products for which there is no organisation the Government h
ave established that the UK would be free if it so wished to mainta
in guaranteed prices indefinitely. This does not of course mean tha
t the British Government <ita>will</ita> do so: it does, however, m
ean that its decision on this matter lies essentially within its own j
urisdiction.

37. The fact that Britain is not expected to abolish its system of g
uaranteed prices and deficiency payments on entry means that prod
ucers will have time to accustom themselves to the new arrangemen
ts before the existing ones are given up. In the Government's view
this should ease the transition problem considerably.
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38. Nevertheless, it is generally recognised that conditions in the
transitional period are to some extent unpredictable and in view of
this the Union attaches considerable importance to the agreement w
ith the Community on corrective action, i.e. the use, where necessa
ry, of safeguard measures to protect our markets.

A clear assurance was therefore sought from the Government that c
orrective action could be taken promptly and effectively. In particu
lar the Government was asked to confirm that they would act initial
ly on their own initiative in the same way as the national governme
nts of the Six were empowered to act during their transitional perio
d. The Union underlined that this was of the utmost importance as f
ar as perishable products were concerned, where producers could su
ffer severe damage if safeguarding measures had to be delayed pend
ing consideration by the Community institutions.

The Minister's letter indicates that while the Government would no
t be free to act on its own initiative the Rome Treaty itself contain
s measures whereby safeguard measures can be applied. Rapid and e
ffective action can be taken at the day-to-day level of the Commiss
ion's Management Committees. The letter goes on to promise that
<ita> & if there are signs of serious market disruption we (the Go
vernment) shall exert ourselves to ensure that remedial action is ra
pidly taken</ita> . Incidentally, other member countries may, for r
easons of enlightened self-interest, wish to ensure that the mechani
sm for corrective action works expeditiously as their markets could
also be damaged through the operation of the particular method cho
sen to give effect to the principle of Community preference.

39. The limitation to the Government's freedom of action makes it

all the more important that in the period between now and accessio
n the Union should see that the arrangements for giving effect to th
e principle of Community preference should be such as to minimise
the danger of market disruption. Reference has already been made t
o the significance of this in the poultry industry but equally proble
ms could arise elsewhere in agriculture and especially in horticultu
re.

[&]
<it>Sugar Beet</it>
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49. During the negotiations the British delegation sought special a
rrangements on behalf of sugar producers in Commonwealth develop
ing countries. The Union has naturally been interested in the outco
me of these talks. Our opportunities to extend the acreage in this c
ountry have been limited for many years by virtue of the UK's com
mitments under international agreements, notably the Commonwealt
h Sugar Agreement, and such increase in domestic production as ha
s taken place has been mainly due to the rising yields obtained by i
mprovements in efficiency. Unlike most European countries the UK
produces only about 30 per cent of its total requirements and the U
nion has argued consistently that this proportion should be increas
ed.

50. So far as the Commonwealth Sugar Agreement is concerned, the
situation remains as it is now until the end of 1974. 'Bankable assu
rances' were sought by the UK beyond 1974 for the developing coun
tries, especially in view of the seven-year production cycle for can
e sugar. The Community have agreed that <ita>it would be a firm p
urpose of the enlarged Community to safeguard the interests of the
countries in question whose economies depended to a considerable

degree on the export of primary products, in particular sugar</ita>

Subsequently most of the Commonwealth countries recorded their a
greement with the outcome of these negotiations. It should be obser
ved that there is no guarantee about the Australian quota (335,000

tons) after 1974. Australian sugar is presumably covered only by th
e general provisions agreed between the UK and the Six over the ne
ed to avoid any disruption to trade of third countries.

51. In the House of Commons Mr Rippon has said that there would
be room in the enlarged Community both for the present quantities
of sugar from these countries at remunerative prices and for the de
velopment of sugar beet production. More specifically, he also obs
erved that there would be 'room for expansion' of our sugar beet pr
oduction. Mr Prior, in his letter to the President, has also said that
there will be room in an enlarged Community for an expansion of o
ur sugar beet production.

52. Whether or not home growers will be able to take advantage of
this situation depends upon whether plans are now being made to pr
ovide the initial factory capacity. It takes some three years to buil
d a factory and if we are to be able to expand after 1974 there shou
ld be no delay in proceeding.
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<jt>Production Grants</it>

53. The Union has submitted to the Government that, in addition to
the grants for hill farmers, many of our other grants are essential t
o the well-being of the agricultural industry. The Union claimed th
at these grants are generally compatible with the CAP and asked th
e Government to confirm that they shared this view.

In his reply the Minister states that there is nothing to prevent nat
ional governments from giving production grants and all the existin
g members have schemes of one kind or another. So far they have n
ot agreed on the criteria to govern national aids and there is no lik
elihood therefore of being called upon to eliminate our production
grants on entry. The grants will as usual continue to be looked at i
n the context of the Annual Review where all relevant consideratio
ns will be taken into account.

54. In sum, it appears that for some time ahead at least the Govern
ment believe that their ability to continue with our existing grants
is a matter that lies essentially within their own jurisdiction.

<it>Commodities not covered by existing Common Market regimes
</it>

55. In the course of the consultations with the Government the Uni
on has raised questions on a number of commodities not covered by
common market organisations, namely, mutton and lamb, potatoes
both main crop and earlies hops, vegetables for processing. The G
overnment's general reply has been that in the absence of a marketi
ng regime, they retain the power to decide policy. As regards potat
oes and hops the Union has drawn attention to the need to ensure th
at the existing marketing boards could continue to operate effectiv
ely.

56. Particular attention has been directed towards the question of t
ariffs and in some instances quotas for these products and the Unio
n's pressure to ensure that no market disruption follows from any p
hasing out of tariffs or quotas will be strongly maintained.
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It is very difficult in particular to see how it would be possible fo
r the potato marketing board to continue to operate acreage control
and support buying programmes in surplus seasons if imports were

not subject to regulation according to the need to balance requirem
ents against home supplies. Trade in potatoes between the Six them
selves is from time to time subject to controls and the Union has st
rongly contended that if our consumers are to continue to be assure
d of their potato needs at reasonable prices, the existing arrangeme
nts must be allowed to remain.

<it>Sheep</it>

57. During the negotiations the Union advised the Government that
as the production of mutton and lamb was of far greater importance
in the United Kingdom than in any of the present Member States, it
was imperative that the United Kingdom should be consulted about

the form of any common market organisation. A regulation for mutt
on and lamb must include fully adequate support arrangements and

provide also for special income support for sheep producers in hill
and upland areas. We asked that existing support arrangements shou
Id be maintained in the United Kingdom until such time as a commo
n market organisation came into effect and insisted that the commo
n external tariff or whatever other import regulations might be dev
ised would be applied equally to <ita>all</ita> non-member countri
es.

58. In the light of the negotiations the position is as follows:-

(1) At present, there is no common organisation of the market in th
e Community and each country sets its own conditions for entry fro
m third countries.

(2) There is, however, the common external tariff of 20 per cent. T
he UK has agreed to adjust to this tariff (from the new fixed levies
to be introduced progressively from July 1971) over the transitiona
| period. All imports from non-member countries, including New Ze
aland, will be subject to the common tariff.

(3) So long as there is no regulation, the UK remains free to conti
nue its existing support arrangements, i.e. guaranteed prices and de
ficiency payments.
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59. In the White Paper, the view is expressed that the United King
dom in the enlarged Community will remain a substantial importer

of New Zealand lamb even over the 20 per cent tariff, and the Gove
rnment is confident that <ita> & there will continue to be adequat
e and remunerative access for lamb from traditional sources of sup
ply</ita> . The Union will clearly continue to press very strongly f
or greater encouragement to be given to home producers to ensure t
hat they are able to respond fully to the opportunities that should e
xist for the development of lamb consumption in the wider Commun

ity.
<it>Animal and Plant Health</it>

60. Though there are a certain number of directives affecting anim
al and plant health in the EEC, the progress made towards harmonis
ation is difficult to assess. The Union's main concern is to see that
our producers should not be required to accept any changes that wo
uld endanger the health of our livestock and crops and that stringe
nt controls are retained.

61. The White Paper observes that there are differences between th
e animal disease situation here and in the Community and in the me
thods of control employed. The EEC apply vaccination and slaughte
r policies against foot-and-mouth disease and require that cattle pa
ssing between member states must have been vaccinated, whereas th
e UK relies on a slaughter policy alone. According to the White Pa
per <ita>our aim is to ensure that the progressive improvement of
animal health standards will continue in an enlarged Community</it
a>

62. The Minister in his letter explains that as negotiations with th
e Community on animal health have not been completed and that as
this is an important matter not only for us but for some of the othe
r applicant countries, Britain has suggested the setting up of a mul
ti-lateral expert group to go into the issues, and especially the diff
erences in circumstances and policies for dealing with foot-and-mo
uth disease. The Union will certainly continue to be consulted on d
evelopments and the Animal Health Working Party of the President'’
s International Advisory Committee has the whole of this problem u
nder constant and immediate review. We have made it clear to the
Government in the negotiations that we could not tolerate the impo
rt of stock vaccinated against foot-and-mouth disease.

63. So far as plant health is concerned, there is no general Commu
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nity directive on import controls and the Minister is satisfied that

the existing directives affecting plant health measures can be accep
ted without detriment to our position. The PIAC has a sub-Committ
ee on Plant Health which will be keeping a very close watch on the
existing directives and any that might be contemplated, to ensure t
hat the interests of our plant producers are fully safeguarded.

64. It should perhaps be noted that under Article 36 of the Rome T
reaty, import or export prohibitions may be maintained on the grou
nds of protection of health and life of humans, animals or plants bu
t such prohibitions or restrictions shall not amount to a means of a
rbitrary discrimination nor to a disguised restriction on trade betw
een Member States.

<ch>General Appraisal</ch>

65. From the foregoing it will be clear that, on many of the agricul
tural issues raised, the outcome represents progress towards the po
licy objectives for which the Union has been pressing.

66. An assurance has been given that an <ita>annual review</ita>

of the economic condition and prospects of agriculture in an enlarg
ed Community will be established at Community level and that the

producers' organisations will be consulted before proposals are ma
de on prices and related matters. Although the Union's request that
consultations with farmers should be given legal force through a C
ommunity regulation has not been met, the assurance appears to rep
resent a real step forward from Community procedures heretofore. I
f the Government wish, they will, of course, be able to continue wi
th our own national Annual Review and in this case the Union will

be in a position to make representations to the Government before

Ministers participate in the final decision-taking process in the Co
mmunity's Council of Ministers.

67. On the question of <ita>marketing boards</ita> in general, it h
as been established that they perform a valuable function and could
continue to do so in an enlarged Community. We also have the Mini
ster's categoric assurance that, if challenged, the Government woul
d defend the maintenance of the disciplinary and other powers on w
hich the essential functions of the marketing boards depend. This i
s an extremely pertinent undertaking. For milk in particular, it has
been established that the principal functions carried out by the mil
k marketing boards are compatible with the CAP.
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68. The <ita>production grants</ita> have proved their value under
our support system and the Union has pressed the Government to en
sure that they could be continued. This matter has not been cleared
formally with the Six but the Government's view is that there is no
likelihood of this country being called upon to eliminate our produ
ction grants on entry. We are, however, reminded that whether insi
de or outside the Community, it would always be open to the Gover
nment to review the future and amount of any grant.

69. The position with respect to <ita>hill farmers</ita> has been m
ore clearly elaborated in the negotiations and the Government are n
ow satisfied that the United Kingdom will not be prevented from gi
ving the continuing assistance needed to maintain the incomes of fa
rmers in the hill areas. This is a point of crucial importance empha
sised by the Union throughout the negotiations.

70. For agricultural products, there is to be a <ita>transitional per
iod</ita> of five years. Largely as a result of pressure from the Un
ion, the Government insisted, in opposition to the Community's ori
ginal proposal, that guaranteed prices could be maintained during t
his period. The particular value of this is that it will give producer
s of most of the major agricultural commodities time in which to ad
just their operations to the Community's price structure. The Gover
nment will of course be required to bring our market prices into lin
e with Community prices by the end of the period. As a result, the

gap between our guaranteed prices and market prices will be narrow
ed as we move through the transitional period and it may be that m
arket prices will rise above the guaranteed level before the end of

1977.

71. This should be satisfactory as far as producers are concerned s
o long as the Government recognise that the level of the guarantees
will have to be raised during the transitional period in line with in
creasing costs and other factors notably the need to provide the a
dditional resources which will be required for expansion. There can
be no Community objection to this so long as it does not jeopardise
the attainment of common prices in 1977.

72. For three of our existing guaranteed price commodities (<ita>s
heep, potatoes, wool</ita>) there are at present no regulations in t
he Community relating to the common organisation of the market. T
he Union welcomes the assurance that the Government will remain f
ree to continue the system of guaranteed prices and deficiency pay
ments until such time as a Community regime is introduced.
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73. The Union has already make known its views about the terms fo
r <ita>horticulture</ita>. While recognising that there are provisio
ns which could be of some help to growers, they have informed the
Government that the basic needs of the industry have not been met.
In particular the Union deplores the lack of any constructive soluti
on to the problems which will arise for our growers from the struct
ural surpluses of apples and pears in the Six. More generally, it is
perhaps inevitable that, since the enlarged Community would includ
e countries with more favourable climatic and growing conditions t
han our own, United Kingdom growers of a range of horticultural pr
oducts would be under considerable pressure and that they would ei
ther have to adjust their production or leave the industry. Recognis
ing the deep social and human problems involved, the Union has fo
ught a strong battle for the adjustment process to be fair and reaso
nable. The Government have accepted that there should be help for
adjustment or to compensate growers who have no option but to qui
t.

74. Amongst further problems which have not yet been resolved are
the transitional arrangements for <ita>poultrymeat</ita> and <ita>
eggs</ita>. The Union is deeply worried that the arrangements for
giving effect to the principle of Community preference could serio
usly disrupt markets at the outset of our entry into the Common Ma
rket. This is one of the matters that must clearly be pursued furthe
r with the Government before we can be reasonably satisfied that s
uch a situation will not be allowed to develop. The Government rec
ognise our anxiety on this score and will be going into the matter
with us and the Community later this year.

<ijt>Producer Returns</it>

75. This brief résumé still leaves unanswered the question as to wh
ether on balance the terms can be recommended for acceptance. In t
he final analysis, judgement is bound to take account not only of th
e issues taken up in the negotiations but also of other broader fact
ors. Moreover, the views of farmers and growers will undoubtedly b
e influenced by an assessment of the returns which they would expe
ct to receive for their commodities in the conditions of an enlarged
Community as compared with staying outside.

76. On the basis of present price comparisons it is clear that most
producers of cereals, sugar beet and beef would be likely to benefit
; provided liquid milk prices could be retained at their present lev
el, milk producers could also be better off; the situation for produc
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ers of sheep and lambs, wool and potatoes would depend to a very 1
arge degree on the maintenance of the guarantee arrangements and t
he level at which prices were determined.

For pigmeat, eggs and poultry the outlook is uncertain. Taking one
year with another, it might be that producers would be able to reco
up through higher prices the effect of the substantial increase in fe
ed costs but unstable market conditions must be expected. The EEC
arrangements for pigmeat in particular offer less stability than the
system at present operating in the United Kingdom. As far as eggs

are concerned it has to be remembered that the guaranteed prices ar
e already being phased out and that there are no guaranteed arrange
ments for table poultry. Nevertheless, producers of eggs and poultr
y at present have some protection against imports from EEC countri
es; the loss of this protection would make for more unstable condit
ions as the enlarged Community would almost certainly be at least

self-sufficient in these products.

There is also little doubt that prices for horticultural items subjec
t to competition within the Community would be under considerable
pressure; the additional protection against imports from non-membe
r countries provided by the Community external tariff and other arr
angements would be unlikely to provide more than a minor offset.

77. In a brief reference to the prospects for British agriculture and
horticulture as a whole, the Government state in the White Paper th
at: <ita>In the enlarged Community British farmers generally can

expect better overall returns for their produce despite higher feed

costs. & </ita> . An analysis carried out by the Union tends to sup
port this view of the overall position. However, these judgements c
an be made only on the basis of a move from present UK to present
EEC prices. This is inevitably somewhat unrealistic and the results
could be misleading. It would be rash to overlook the fact that the

Six made virtually no changes in agricultural prices between 1967

or 1968 and 1971.

<it>Farm Structure</it>

78. It is often said that one of the advantages which we would hav
e in joining the Common Market would be a much better agricultura
l structure than our competitors possess in Europe. The average siz
e of a British holding is about 88 acres as compared with about 28
acres in the Six. Indeed, these averages can be misleading. Althoug
h there are about 370,000 holdings in the United Kingdom, this fig
ure is reduced to some 190,000 full-time viable farm businesses wh
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ich account for 93 per cent of our total output. Even our smaller vi
able farms are on the whole larger than the typical holding in the S
ix.

79. It follows, however, that because of this structural advantage,

our farmers stand to gain considerably less help from the money all
ocated from the Community's Fund for reform of agricultural struct
ures. Although initially the UK's contribution towards the Communi
ty's budget will be moderate, it is expected to double by the end of
the transitional period and could be as much as £300 mn by 1980. B
ritain would thus be making a relatively big contribution to the cos
t of financing the structural reform of European agriculture. So in

time although changes are continuing in our own structure the relat
ive advantage that we now possess could be significantly reduced.

80. There is also bound to be uncertainty about the way in which t
he common agricultural policy will evolve once Britain and the oth
er applicant countries are members and can bring their influence to
bear from within the enlarged Community. Regardless of the interes
ts of our farmers, the Government may try to resist increases in Co
mmunity prices in order to keep down the total cost of the Commun
ity budget and hence the United Kingdom's contribution to it.

<it>Competition</it>

81. On the other hand, provided that one of the consequences of me
mbership of the Common Market was to put an end to the exception
al degree of cost inflation that we have suffered in recent years an
d that in consequence our costs did not rise more rapidly than thos
e in Europe, then it might be argued that our greater efficiency in t
he production of a number of commodities would give our producers
a competitive advantage. In addition, the generally higher cost of t
ransporting goods from the Continent should give our producers a c
ompetitive advantage in the United Kingdom market; we would hope
that we would also have an advantage on grounds of quality and fre
shness.

Equally, other members of the Community would have some natural
advantages in their own markets; however, given the benefit of Co

mmunity preference, our export opportunities should be considerabl
y greater than they are at present. Our exports of food and feedings
tuffs to the rest of the enlarged Community are, according to the M
inister, already worth some £100 mn, or about 5 per cent of our gro
ss output. Future developments would of course depend, to a consid
erable extent, on the vigour of our own marketing efforts.
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<it>Costs</it>

82. One of the main reasons why it is impossible to be dogmatic ab
out the competitive position of British agriculture in an enlarged C
ommunity is that in general the development of the CAP has done 1i
ttle to harmonise costs. A natural exception to this is that the unifi
cation of cereal prices would normally bring about a closer approxi
mation of animal feed costs between member countries; in addition
the adoption of common external tariffs and internal free trade sho
uld lead to a greater similarity of some costs, e.g. machinery, ferti
lizers.

83. Labour costs can vary widely from country to country wages a
nd social security costs in West Germany, the Netherlands and Belg
ium are generally higher than in the UK while, on average, rates in
France and Italy are mainly below our levels.

[&]

<ch>British agriculture outside the EEC</ch>

86. In forming a judgement of the advantages or disadvantages of
membership of the EEC, farmers and growers obviously have to giv
e some thought to what the long-term prospects for the agricultural
industry might be if the United Kingdom remains outside the Comm
unity.

<it>Economic Growth</it>

87. Our case for a prosperous and expanding agriculture inside or

outside the Common Market has for long been that by saving import
s and helping the balance of payments, the nation could afford to p
ursue a steadier and higher rate of growth. The resources required

by the agricultural industry for additional investment would repres
ent only a small fraction of the extra national income thereby creat
ed.
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88. In recent years, the United Kingdom economy has been relative
ly stagnant. For the present, there is a balance of payments surplus
but this could be quickly eroded as the effects of inflation led to a
higher import bill and to a fall in the price attractiveness of our ex
ports. It may well be that outside the EEC, ways would be found to
improve the rate of growth without further aggravating the problem
of inflation, but in the Government's view and in the view of impor
tant sections of British industry and commerce, the most promising
course would be for this country to become part of a European Com
munity and so have access to a market of some 250 million people.

If this premise is accepted and it has to be recognised that it is n
ot a universally shared opinion then staying outside the Communit
y would be prejudicial to the prospects for agriculture. The fact is

that agriculture is clearly more likely to prosper in an atmosphere

of expansion than in an economy suffering from high unemploymen

t, low investment and growing pressure to economise in Government
expenditure.

89. The prosperity of agriculture of course depends not only on the
state of the national economy but, among other factors, on the abili
ty and willingness of the Government to pursue policies favourable
to agriculture. It is therefore necessary to consider how these facto
rs might operate if we remained outside the Community.

<it>Sovereignty</it>

90. Outside the Common Market, the Government would retain its s
overeignty in the constitutional sense over all matters of national e
conomic and social policy and would therefore be free to decide, as
it does today, on its agricultural production, price and trading poli
cies. The Agriculture Acts 1947 and 1957 would either continue or,
if the present Government succeed in carrying through their policy,
be modified to conform with the requirements of their decision to s
ubstitute a levy system for the present system of guaranteed prices
and deficiency payments.

91. It is, however, debatable how much real sovereignty we would

possess over our economic policy, including agricultural policy, if
we remain outside the EEC. Our freedom of action in matters affect
ing agricultural trade is already limited by the commitments which
we have undertaken in multilateral agreements such as the GATT an
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d in bilateral agreements such as the Anglo-Irish Free Trade Area
Agreement. Certainly most of these agreements can be brought to a
n end if the Government give due notice, but normally a price has t
o be paid.

For practical purposes, once we had signed the Rome Treaty, it wo
uld be exceedingly difficult, if not impossible, to withdraw from i

t. But, as things stand in the EEC at present, the retention of the u
nanimity rule means that the degree of sacrifice of national soverei
gnty is very much less than had been envisaged when the Rome Trea
ty was drawn up. Moreover, as it was agreed at the recent Heath/Po
mpidou meeting that both France and the United Kingdom would co

ntinue to support the unanimity principle, the effective difference

between sovereignty outside and inside the EEC is probably only a

matter of degree.

<it>Guarantees or Levies?</it>

92. Outside the Common Market, a British Government would be fr
ee either to retain for the main agricultural products, guaranteed p
rices and deficiency payments or, as the present Government are in
the process of doing, move over to target prices and import levies;
for horticultural products the existing import tariffs and quotas co
uld be maintained.

93. More specifically, by the time of the next General Election, th
ere could be a new Agriculture Act changing the system and levies
would have been extended to other price review commodities beyon
d those in the present interim scheme. If at the next election there
were a change of government, it might in practice be difficult to pe
rsuade them to turn back the clock. Producers could thus be faced
with a situation in which they had the worst of both worlds no fir
m price guarantees because of the Government's desire to minimise
Exchequer support costs, and market prices kept below a remunerati
ve level in the declared interest of consumers. All this is naturally
highly conjectural but the risk must be faced.

94. Internationally, apart altogether from the constraints imposed

by current trading arrangements, there is growing pressure on gove
rnments to adopt more liberal trade practices, and in this atmosphe
re it might be extremely difficult for any United Kingdom Governm
ent to fix import levies at the levels required to give adequate prot
ection to home producers.
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Indeed, if in spite of opposition it tried to do so unilaterally, the
United Kingdom might become the object of retaliatory measures fr
om other countries.

95. It should, however, be recalled that when in Opposition the pre
sent Government stated that, if they found the problems for any par
ticular commodity could not be resolved through a levy system, the
n they would maintain the deficiency payments in their existing for
m for that commodity for as long as they might be required. The on
ly doubt about an undertaking of this kind is whether in fact suffic
ient resources for the expansion of agriculture needed to achieve f
urther import saving would be forthcoming if the cost of support w
ere to fall mainly on the Exchequer.

<it>World Trade Pressures</it>

96. Another important consideration is that an enlarged EEC would
be less likely, at the next world trade conference, to respond to the
unreasonable pressures from either the richer agricultural exportin
g countries or from the developing countries. Any concessions woul
d have to be negotiated on a Community basis. An enlarged EEC wo
uld probably seek to resolve world agricultural production and trad
e problems by taking the initiative to extend international commodi
ty agreements (as now envisaged for dairy products) and to support
an expanded world food programme. Though the United Kingdom's i
nfluence would almost certainly be outward looking, the position f
or British agriculture could not be treated in isolation from that of
EEC agriculture as a whole.

97. Nor is there any likely alternative grouping outside the EEC fr
om which Britain could derive new economic strength. Such alterna
tives as a World or North Atlantic Free Trade Area could be positiv
ely disadvantageous for agriculture as the countries involved would
not be content, as EFTA reluctantly was, to confine free trade esse
ntially to industrial products but would insist on greater access to
our market for their agricultural products.

98. The conclusion of this analysis of the consequences of staying
outside the EEC must be that the choice for the industry is not bet
ween the obligations of EEC membership and the <ita>status quo</i
ta> but between two different kinds of change. Outside the EEC, th
e repercussions for many sections of agriculture could be less favo
urable than inside the Community, with fewer opportunities for pro
fitable expansion.
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<ch>NFU s attitude to the terms</ch>

99. The Union has wisely refrained from taking up a pro- or anti-p
osition on the general principle of Common Market membership. Ou
r policy is to do all in our power to ensure that if the United Kingd
om were to become a member of an enlarged Community the member
ship terms would be such as to provide prospects for farmers and gr
owers to earn reasonable incomes and to increase their share of the
market.

100. In this paper an attempt has been made to assess not only the
points that the Government have raised specifically in the negotiati
ons with the Six but also those matters which for one reason or ano
ther have not been directly discussed. Specific assurances have bee
n sought by the Union's leaders about all the matters which are dir
ectly relevant to our policy objectives.

101. The agricultural negotiations between Britain and the Six hav
e been concerned essentially with broad issues. If we join the Com
munity, a vast amount of work will need to be done in establishing
the detailed commodity arrangements for the transitional period. A
ssurances have been given by the Government that the Union will b
e fully consulted. One or two issues, notably animal health and tra
ding with Eastern Area countries, remain unresolved from the negot
iations. For our producers, these are of such outstanding importanc
e that it is imperative they be satisfactorily resolved as quickly as
possible to bring present uncertainties to an end.

102. As it is not possible to evaluate the results of the negotiation
s in any quantitative sense, the judgement at the end of the day mu
st be a qualitative one. It must also take account of the circumstan
ces that would be likely to confront the agricultural and horticultu
ral industry in the event of the United Kingdom remaining outside t
he Common Market.

103. Our judgement is that, for the agricultural industry <ita>take
n as a whole</ita>, the arrangements made, and the assurances give
n, should provide producers over the years immediately ahead with
opportunities to increase their production and incomes in the condi
tions of an enlarged Community. It is also clear that for certain im
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portant sectors of the industry, and particularly in horticulture, th
ere will be painful problems of adjustment. There is a promise of G
overnment help to ease this process and it will clearly be one of th
e major preoccupations of the Union's leaders to ensure that the Go
vernment carries out its commitments both in the letter and in the s
pirit.

104. So far as the longer term prospects are concerned, an assessm
ent is clearly more difficult. This is particularly true of the remote
r geographical areas of the United Kingdom, often handicapped by
extremes of soil and climate. It will be necessary to make every eff
ort to ensure that these factors do not militate against the industry
's profitability in these areas.

105. In arriving at a general view of the terms, perhaps the most p
ertinent factor has been the conclusion that the risks for British ag
riculture and horticulture in a United Kingdom standing alone woul
d be as great, if not greater, than those arising from membership of
an enlarged Community. The comparison is not between a future ins
ide the Community and the <ita>status quo</ita>: it is between one
form of change and another that for good or ill will undoubtedly af
fect the fortunes of us all.

106. The Government, in recommending membership to Parliament,

have expressed their conviction that the prospects for British farme
rs are better inside than outside the Common Market. In his broadc
ast (8 July 1971), the Prime Minister said that we had got an agree
ment '<ita>which will give our farmers opportunities of expansion t
hey have never had before</ita>'. The Minister of Agriculture expe
cts the average annual rate at which agricultural production in rece
nt years has been increasing 2 per cent to double if we join the

Common Market and has identified cereals, beef, cheese, lamb and

sugar beet as the key sectors where expansion may be particularly e
xpected.

<it>Three Conditions</it>

107. If these remarks are to have a real meaning then they must be
backed up by effective Government measures. <ita>First</ita>, pro
ducers' income and liquidity position must be established without d
elay at a level which will allow the additional investment to be und
ertaken. <ita>Secondly</ita>, plans must be made forthwith to ensu
re the necessary processing capacity is available. <ita>Thirdly</ita
>, the Government by its policies can help producers respond to the
opportunities in the sphere of marketing organisation. Throughout t
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he industry, the time is in any event ripe for a new initiative in thi
s direction and the Union is at present engaged in developing a com
pletely new approach to marketing in the light of impending change
s in policy whether or not we join the EEC. But our power as an in

dustry to take advantage of the opportunities provided by membersh
ip is contingent upon the adoption by the Government of a more pos
itive production and marketing policy and creating a framework in

which as far as possible constraints upon efforts by producers to or

ganise and promote better marketing arrangements for their commod
ities are abolished.

108. Only if these three conditions are satisfied will the expectati
ons of the Government for the agricultural industry be fulfilled and
the cost of entry into the EEC confined within tolerable limits.
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