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Abstract 
This article uses the Producer Subsidy Equivalent (PSE) method of measuring farm support as a basis for 
quantifying the subsidies provided in the UK as a whole and the region of Wales between 1947 and 1972. 
The results demonstrate that when expressed as a percentage of" the value of production, the PSE was on 
average higher in Wales than the UK as a whole. This was partly a product of the spatial dimension to 
UK farm policy provided in the form of hill farm subsidies. However, market price support dominated 
farm policy expenditure which, along with headage payments and improvement grants, tied the benefits 
of support to the scale of production. This penalized Wales where farm size was smaller on average than 
in the UK as a whole. Indeed, when the PSE results are expressed per hectare and per farm they show 
that hill farm subsidies were not sufficient to compensate for the disadvantage Welsh agriculture experienced 
from its smaller average farm size. 

T 
HE spatial dimension of agricultural 
policy is gaining increasing promi- 
nence in current debate. The issue 

is particularly exigent in the EU where 
enlargement, subsidiarity and future CAP 
reform are focusing attention on the ques- 
tion of  how support can be more effectively 
targeted to particular regions and farms. A 
major product of  this is increased pressure 
for a shift of  policy competence back from 
EU institutions to national ones. Support 
for such a change is growing strongly in 
the U K  owing to the high net cost of  the 
CAP to the country and the continuing 
strains in the UK governments relationship 
with the EU. 1 

The assertion that national governments 
are more likely to cultivate regionally vari- 
able measures of  farm support would 
appear, prima facie, to be supported by 
historical experience, and the commitment 
to hill farm support consolidated after the 
Second World War. Indeed, the U K  
government was determined to defend 

* I am indebted to staff at both the Welsh Office Agriculture 
Department and the Ministry of Agriculture, Fisheries and Food 
for their help in collecting the data for this paper. I am ;dso grateful 
for the comments and suggestions of two anonymous r.fferees. 

'IK Kjeldahl and M Tracy, eds, Renationalisation of the Common 
Agriadt,*ral Policy?, Copenhagen, I994; P Minford, 'Deal of under- 
standing after the Beef War', EuropeanJnl, 1996, p io. 

these subsidies upon entry to the European 
Community in 1973, citing their critical 
importance to the economic fortunes of  
hill farmers in regions such as Wales. 2 As 
yet, however, the precise scale of  impor- 
tance of  these subsidies has not been meas- 
ured because of  a lack of  quantification of  
the total amount of  support received at the 
sub-national level. 

In the light of  this, the aim of this article 
is to measure both the regional dimension 
to pre-CAP U K  farm policy (ie objectives 
and instruments) and the outcome of  this 
in terms of the geographical distribution of  
support. More specifically, the article will 
measure the amount of  farm support pro- 
vided between 1947 and 1972 in the U K  
as a whole and in the region of  Wales 
where hill subsidies were deemed to be 
particularly important. The purpose of  this 
analysis is twofold: firstly, it will provide 
answers to questions about the significance 
of  regionally variable subsidies in the U K  
in the period of  national autonomy over 
farm support; and secondly, it will highlight 
the potential role for the sub-national 

Cmnd 4289, Britain and the European Communities: An Econonlic 
Assessment, HMSO, 197o, p I7. 

Ag Hist Rev, 46, I, pp 81-98 81  
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quantification of farm support in both his- 
torical and contemporary policy analyses. 

I 
The 1947 Agriculture Act consolidated and 
extended state support for UK agriculture 
and therefore provides a useful starting 
point for this analysis. Building upon I93OS 
policy developments and embracing the 
lessons of wartime experience, the act 
affirmed tiie purpose of and mechanisms 
for farm support in the UK. Deficiency 
payments were the favoured tools of sup- 
port. Under this scheme, farmers were 
guaranteed a certain market price while 
consumers paid the price freely determined 
by supply and demand. If the price con- 
sumers paid fell short of the guaranteed 
price, the difference was made up in the 
form of subsidies from the government. 

This scheme was favoured because it 
allowed both low food prices and easy 
import access to a country only 65 per cent 
self-sufficient in food. Over 8o per cent of 
agricultural output was initially covered by 
the scheme which aimed to encourage a 
20 per cent increase in production by 1952 
and stabilize and support the level of farm 
income. Price guarantees were set on the 
basis of average industry costs? This inevi- 
tably penalized smaller than average farms 
and those farm types with higher than 
average costs. This implied that the per- 
formance of UK aggregate income was 
emphasized over that of particular regions 
or types of farms. 

Price guarantees were accompanied by 
input subsidies and improvement grants 
which increased in number and type over 
the I95OS and I96OS. These were specifi- 
cally designed to lower farm costs, encour- 
age the use of modern technology and so 
contribute to production expansion.* 

The payment of direct subsidies on hill 

3Cmd 8239 , Fixhlg of Farm Prices .~951, HMSO, i95i , p 4. 
4 lbid, p 3. 

livestock represented the only deliberate 
attempt to channel extra support to dearly 
defined geographical areas. These began in 
wartime and were continued by the Hill 
Farming Act of 1946 and the Livestock 
Rearing Act of 1951. These subsidies were 
prinaarily designed to ensure that hill farms 
provided sufficient stocks for lowland 
breeding purposes in line with the govern- 
ment's livestock production objectives? 

These subsidies were destined to be of 
particular importance in Wales where with 
80 per cent of farmland subject to severe 
crop-growing limitations, hill cattle and 
sheep farms accounted for over 6o per cent 
of farm holdings. Indeed, the Welsh agri- 
cultural sector has traditionally appeared 
distinctive in its UK context. In terms of 
structural characteristics, output per hectare 
of f a n ,  and (or land productivity) in the 
region was some 3o per cent below the 
UK national average in 1947, while mean 
farna size was some 5o per cent below the 
UK figure. Agriculture has also tradition- 
ally occupied a relatively more important 
socio-economic role in Wales than in the 
UK as a whole. In 1947, farming accounted 
for 9.3 per cent of Welsh GDP and 6.3 per 
cent of UK GDP. By 1995, the figures 
were 2.I per cent and 1.5 per cent respect- 
ively. Agricultural activity remains of 
critical importance to the Welsh rural 
economy, the management of the environ- 
ment and the preservation of the minority 
Welsh language. 6 

II 
An appropriate measure of the amount of 
support made available in the UK and 
Wales from 1947 must, therefore, be one 
which measures both price support and the 
subsidies made available as improvement 

' Cmd 8556, Annual Review and Determhlation of Guarantees I952 
[hereafter Guarantees], HMSO, 1952, p 4. 

6M Haines et al, Agriculture and Rural Wales, Report of a working 
party to the Campaigaa for the Protection of lkural Wales, 
Welshpool, I99I. 
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grants and hill farm support. OECD 
practice is to use the Producer Subsidy 
Equivalent (PSE) method, as developed by 
Professor TimJosling. 7 The PSE is a meas- 
ure, for each commodity, of the total value 
of transfers from consumers and taxpayers 
to producers resulting from a given set of 
agricultural policies at a particular point in 
time. It has the advantage of combining 
the measurement of market price support 
with the amount of subsidies provided as 
direct payments (which do not raise con- 
sumer prices), and indirect or other support 
such as capital grants and input subsidies. 8 

The OECD has calculated and published 
PSEs for its member countries since 1979. 
However, for the EU countries the calcu- 
lations pertain only to the EU as a whole. 9 
As yet, no attempts have been made to 
produce PSE estimates for individual EU 
countries and their regions. Nevertheless, 
the OECD has recognized that more disag- 
gregated PSEs may have an important role 
to play in analysing the effectiveness of 
past, present and future agricultural poli- 
cies. ~° By applying the OECD's method- 
ology, disaggregate PSE estimates have 
been produced in this study for Wales and 
the UK fiom 1947 (the year of the 
Agriculture Act) to 1972 (the year before 
entry to the EC). This is therefore a pion- 
eering study which will not only shed 
important light on the potential uses of 
disaggregate PSEs, but will also yield new 
insights into farm support in this particular 
historical context. 

Since Wales is part of the UK, it could 
be argued that this analysis involves double- 
counting. A comprehensive breakdown of 
UK support between all four constituent 
countries of the UK would indeed be 

7 FAO, ./lgricult.ral Protection: Donwstk Policy and hlternational Trade, 
C/73/LIM/9,  Rome, 1973. 

S G H Peters, 'Tile interpretation and use of Producer Subsidy 
Equivalents', Oxford Agrarian Studies, H, r988, pp I - H .  

9OECD, Agricultural Policies, Markets and Trade: Monitoring and 
Outlook, Paris, annual. 

' °OECD, 'Modelling the effects of agricultural policit~s', OECD 
Econ St.d, H, 1989-9o, p 37. 

informative and is a potentially fruitful area 
for future research. Nevertheless, as a start- 
ing point for an analysis of the regional 
variation in UK farm support in this period, 
the Wales-UK dichotomy offers a useful 
standard for comparison. 

Estimates have been made for eight com- 
modities accounting for over 95 per cent of 
the total value of UK agricultural output (see 
Appendix, Table AI). For each commodity, 
the gross (or net) PSE is calculated as: 
Gross(Net) PSE =MPS +DP  + OS(-- FA) 

where MPS =market price support, or the 
amount spent on supporting the prices far- 
mers receive; DP = direct payments, which 
refer to all subsidies paid direcdy to farmers 
which do not raise product prices; OS = all 
other support, which includes all production 
and improvement grants designed to mod- 
emise farms and encourage increased pro- 
ductivity; FA = Feed Adjustment, the extent 
to which feed costs are inflated by market 
price support on cereals. More detailed infor- 
mation on the methodology used to calculate 
PSEs for Wales and the UK is contained in 
the Appendix. 

For individual commodities the rate of 
farnl support can be expressed per unit of 
output (PSEu): 

PSEu =PSE/Q (2) 

Since it is inappropriate to aggregate 
different commodities in tonnes, the rate 
of farnl support for all commodities 
together is expressed as a percentage of the 
adjusted value of production (AVP) where: 

PSE * Ioo 
PSE Equivalent (%)-  (3) 

AVP 

where 
AVP = (Q * p) + DP (4) 

I 

I=  

III 
Table I presents a summary of the calcu- 
lations of the gross (or net) and percentage 
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TABLE I 
Producer  Subsidy Equivalents (PSEs) for  Wales and the UK I947-72 

1947 1948 1949 195o 1951 195e 1953 

Gross PSE (£m) Wales I4.4 I8.6 22.4 2,0.8 22,.8 25.8 25.9 
UK Ii5.5 W4.o 222.3 198.I 239.3 268.4 289.2 

PSE % Wales 45.5 45.6 5o.3 43.3 45.5 47.2 44.I 
UK 25.8 3I.r 36.i 29.5 33.8 33.6 31.7 

1954 1955 1956 1957 i958 1959 196o 

Gross PSE C~m) Wales 26.3 25.2 26.9 22.9 21.6 29.8 32.7 
UK 302.5 332.0 320.5 383.3 445.I 378.0 400.9 

PSE % Wales 44.9 42.6 42.6 42.0 42.2 45,4 49,8 
UK 3r.8 33.8 32.2 38.5 41.7 36.3 38.I 

1961 196e 1963 1964 1965 1966 

Gross PSE (£m) Wales 41.6 34.0 27.8 32.3 30.3 31.8 
UK 454.4 439.9 426.0 363.3 290.8 331.5 

PSE % Wales 58.r 48.8 42.3 44.5 42.2 4o.8 
UK 4o.6 42.4 4I.I 32.4 22.4 27.2 

1967 1968 1969 197o 1971 197e 

Net PSE (£m)  Wales 36.3 40.4 36.6 37.3 40.5 40.5 
U K  4r6.o 340.9 354.9 355.4 451.4 3 °8.2 

PSE % Wales 44.2 46.3 41.4 39.7 4o.I 35.8 
UK 29.9 23.6 23.9 22.0 25.o I5.O 

So,~rce: PSE calculations; see Tables A2 and A3 in Appendix. 

PSE for Wales and the UK from I947 to 
1972. The Appendix presents the results in 
greater detail. 

The results demonstrate that Wales con- 
sistently received a higher percentage rate 
of agricultural support than the UK aver- 
age. The gap between the percentage PSE 
in Wales and the LYK as a whole averaged 
12.9 percentage points over the entire 
period. Some 8.6 percentage points of this 
were accounted for by the higher rate of 
market price support (NIPS) received in 
Wales, 2.4 percentage points by the higher 
rate of direct payments (DP), and 1.9 per- 
centage points by the higher rate of other 
support (OS) received in the region. Welsh 
agriculture therefore enjoyed a higher than 
average margin of protection on the value 
of its output, suggesting that the spatial 
dimension to UK agricultural support was 
indeed successful at targeting extra support 
to Welsh farmers. 

IV 
The higher percentage rate of market price 
support in Wales was not a product of 
higher regional producer prices. Closer 
analysis of the individual commodity PSEs 
expressed per unit of output reveals that 
differences in support levels between Wales 
and the UK were caused almost entirely 
by different (generally higher) unit levels 
of direct payments and other support in 
Wales. For example, over the I947-72 
period on average, the unit PSE for 
beef/veal was some £55.Io per tonne 
higher in Wales than the UK. Some £33.90 
of this could be accounted for by higher 
direct payments per unit of beef output in 
Wales, and the rest by the higher unit rate 
of other support on beef in the region. 

The only exception to this was milk 
where there was a small difference in 
regional prices as a result of the pricing 
policy of the Milk Marketing Boards 



R E G I O N A L  V A R I A T I O N  I N  F A R M  S U P P O R T  

established in 1933. On average over the 
1947-72 period milk prices in Wales were 
2.5 per cent higher than in the UK as a 
whole. These higher prices were designed 
to cover the extra transport costs of col- 
lecting milk from remote hill farms in the 
region. 1~ For all other commodities the 
UK government set support prices and 
adopted a uniform pricing policy for the 
whole country. The government was not 
prepared to sacrifice the administrative sim- 
plicity of its price support policy which set 
prices on the basis of the costs of an 
average-sized farm. 

This uniform pricing policy discrimi- 
nated against Wales. This was because sup- 
port was allocated per unit of production, 
so that the more farmers produced the 
more subsidy they received. Smaller than 
average farms, which predominated in 
Wales, therefore received less than average 
support. This prompted one Welsh MP to 
call for the introduction of regional prices 
in 1968, claiming that 'unless such a system 
is created to take account and acknowledge 
the...different circumstances which exist 
between Welsh agriculture and the general 
agriculture of the UK, there will never be 
a satisfactory system of price determination 
for Welsh agriculture'. 1~ The government 
rejected this proposal on the grounds that 
it would be impracticable and costly to 
implement. 

Neither was the union lobby predisposed 
to fight for flexible pricing. The position 
of power held by the National Farmers 
Union (NFU) in the policy-making pro- 
cess was built on its claim to represent the 
interests of UK agriculture as a whole. 13 It 
was therefore continuously forced to bal- 
ance the needs of both cereal and livestock 
producers, and smaller and larger farmers. 
The perceived failure of the NFU to 

"Milk Marketing Board, Dairy Facts and Figures, Thames Ditton, 
Surrey, annual. 

'~ House of Commons, O~icial Report of tt,e Welsh Gra~d Con.nittee 
- Agriculture, 1968, first sitting 3 April 1968, col 19, 

,aj Smith, The Politics of Agricultural Support in Britain: The Development 
of the Agricultural Polio" Community, Aldershot, 199o. 
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represent the interests of Welsh livestock 
farmers ultimately led to the formation of 
the Farmers Union of Wales (FUW) in 
1955. However, the NFU's exclusive pos- 
ition in the policy-making process at that 
time meant that FUW proposals for 
differential prices could not penetrate 
policy discussions. ~4 

The higher percentage PSE in Wales is 
instead explained by the variation which 
existed in levels of price support between 
different commodities and therefore farm 
types. In other words, the geographical 
variation in production gave rise to an 
inevitable degree of variation in the level 
of market price support (Table 2). 

The higher percentage rate of market 
price support in Wales was caused by the 
fact that price support was highest on milk, 
the commodity which dominated Welsh 
agricultural production (Table 3). 

Table 3 shows that milk consistently 
enjoyed the highest rate of support. This 
was a result of its consumer importance 
and a tradition of protection dating back 
to the establishment of the Milk Marketing 
Board in 1933. When a surplus developed, 
a 'Standard Quantity' or limit on the output 
of milk subject to guarantee was introduced 
in 1954 .is However, this resulted in only a 
marginal reduction in the rate of price 
support. Moreover, the rate of production 
expansion actually increased from 1.8 per 
cent a year between 195o and 196o, to 1.9 
per cent between 196o and 197o. Other 
livestock products were less heavily pro- 
tected than milk and, as with crops, saw 
their rates of support change directly in 
accordance with the government's pro- 
duction objectives. Price support on pig- 
meat rose until the mid-I95OS when a 
surplus developed, culminating in the 
introduction of a Standard Quantity in 
1961.16 Prices were increased again after 

,4 FUW, A Statement of Polio' for the Farmers Union of Wales, 
Aberystwyth, I958. 

'~ Cmd 9IO4, Guarantees ~954, 1954, p 3. 
'6Cmnd 131I, Guarantees x96z, 196I, p 8. 
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T A B L E  2 
market price support in the UK (expressed as a percentage of  the value of  

output) 

Period Wheat Barley Sugar Potatoes Beef~veal Sheepmeat Pigmeat Milk 

1947-5o 8.2 37.8 I7.2 3.8 1.3 36.6 5 47.5 
1951-54 - -8 .5  I8.3 33.1 13.3 - -14 .4  I2.9 23.I 53 
1955-58 16.2 23. 3 28. 7 28.6 2.1 3.8 21.2 51.3 
1959-62 20.6 37.5 25.8 14.8 I I . 2  18.3 18.5 49.9 
1963-66 14. 4 26 20 5 --  17.5 5.8 5.9 46.9 
1967-7o  15.9 7.9 2.4 1.6 - - 3 . I  6.8 2.3 41.4 
1971-72 2 i . i  17. 7 - -7 .1  - -34 .2  - -33.6  16.1 i i . i  39.4 
1947-72 I2.6 24.1 I7.2 4.7 - -7 .7  I4.3 I2.4 47.I 

Source: PSE calculations. 

TABLE 3 
Average commodity  shares (percentage) of  

total value of  production* 1947-72 

Commodity Wales UK 

Wheat 0.7 6.8 
Barley I. I 7. i 
Sugar o.I  2.8 
Potatoes 4.6 7.8 
Beef /vea l  8.9 11.6 
Sheepmeat lO.7 5-3 
Pigmeat 6.o I4.3 
Milk 67.9 44.3 
* Of commodities included in PSE calculations. 
Source: PSE calculations. 

1968 as part of the production expansion 
programme which characterized entry 
preparations for the European Commun- 
ity. x7 Sheepmeat support followed a sim- 
ilar pattern to pigmeat. 

The emphasis placed upon expanding 
agricultural production in preparation for 
membership of the European Community 
deserves some explanation. European agri- 
cultural policy (based on high consumer 
prices and import protection) was ill-suited 
to the needs of UK agriculture since with 
its much smaller agricultural population 
(3.5 per cent compared with 16 per cent 
in the Community of Six in 1967), it 
would not benefit as much as other 
member states from high prices. At the 
same time the costs of importing from 

ZYCmnd 3558, Guarantees r968, 1968, p r4. 

higher-price Community sources would be 
proportionately more burdensome given 
heavy UK import requirements. The need 
to both reduce the import bill and maxim- 
ize the benefits of high market prices 
required that production be expanded as 
quickly as possible. 

From 1966, the government emphasized 
the expansion of beef production as part 
of the new import-saving role identified 
for agriculture by the 1965 National Plan. I8 
However, although the domestic producer 
price rose by 9 per cent a year on average 
between 1964 and 1972, market price sup- 
port actually fell and was negative for most 
of this period. This was because world 
prices rose by I I per cent a year on average 
due to international beef shortages. I9 

The import-saving policy had consider- 
able implications for cereals support. From 
1964 target prices for wheat and barley 
were set in relation to imports and stand- 
ard quantities introduced. -'° These were 
relaxed from 1966 when the emphasis on 
expanded meat production necessitated 
increased domestic production of feed- 
stuffs. From 1967 attempts were made to 
redress the cereals market imbalance by 
encouraging a switch from barley to wheat 
production. As a result the standard quan- 
tity on wheat was abolished in 1968 and 

~SCmnd 2764, The National Plan, HMSO, I965. 
~9 Cmnd 52.54, Guarantees 1973, I973, p 8. 
:o Cmnd 2315, Guarantees 2964, I964, p 9. 
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the differential between wheat and barley 
price guarantees increased by 50 per cent. 
The standard quantity on barley was abol- 
ished in 1969 when poor harvests threat- 
ened production targets. ~ 

V 
As mentioned earlier, over the 1947-72 
period on average Wales experienced a 
higher percentage rate of direct payments 
than the UK national average. Between 
1947 and 1972 , the subsidies classified as 
direct payments to the UK agricultural 
sector consisted of the Hill Sheep, Cattle 
and Cow Subsidies (which had a deliberate 
spatial bias), and the Calf and Beef Cow 
Subsidies (which did not). The accumu- 
lated expenditure on these schemes in the 
UK amounted to £52o.9 million, of which 
£90.9 1trillion (17.4 per cent) was received 
in Wales. It is worth noting that on average 
over the I947-72 period, Wales accounted 
for IO.4 per cent of the UK's farm holdings. 

In terms of the total expenditure, Wales 
received more than any other UK region 
from the schemes of hill farm support, 
simply because it had the largest number 
of farms eligible for these subsidies. 2~ For 
example, 60 per cent of the region's hill 
cows were eligible for the Hill Cow 
Subsidy. This was introduced in 1953 and 
was paid annually on cows in regular breed- 
ing herds on land suitable only for the 
production of store cattle and sheep 
(Table 4). 

The Hill Sheep Subsidy (introduced in 
1952) was paid on ewes of specified hill 
breeds and was designed to maintain a 
reservoir of breeding ewes and store sheep 
for lowland producers. Prior to I967, the 
subsidy was paid retrospectively according 
to the previous year's hill lama income and 
was not paid in 1954, I958 and 1959 when 

87 
sheep farming was relatively profitable. A 
flat rate basis for payment was adopted in 
1967 and the subsidy extended to include 
flocks maintained in areas eligible for hill 
cow subsidy. ~3 As Table 5 shows, this sig- 
nificantly increased the scope of the scheme 
in Wales. 

As the volume of hill farm support 
increased in Wales, so did the Welsh hill 
farmer's dependence upon this support. On 
average between 1952 and 1957, hill subsid- 
ies accounted for 18 per cent of net agricul- 
tural product in Wales (where net product 
is equal to gross output less gross input less 
depreciation). By 1967-72, this ratio had 
risen to 58 per cent. 

Despite the large quantities of hill sup- 
port received in Wales, the region's farmers 
could have earned even more had their 
rate of subsidized herd expansion (up 352 
per cent by 1975) matched that of their 
English counterparts. ~4 Moreover, the PSE 
analysis enables us to place the value of hill 
farm support to Wales in its context. The 
£50.2 million spent on hill subsidies in the 
region up to 1972 was relatively insignifi- 
cant compared to the £459.3 million 
received as price support. 

The other direct payments to farmers 
introduced after 1947 had no explicit spatial 
objectives but were also geared towards 
livestock production. Over £35 million 
(IO per cent of the UK total) was received 
under the Calf Subsidy in Wales up to 
1972. However, the north-west and south- 
west regions of England captured the great- 
est shares of this subsidy since they 
benefited from greater opportunities for 
switching from milk to beef production/5 
The Beef Subsidy (introduced in 1967) was 
even less significant in Wales, providing a 
total of just over £2  million of assistance 
(7.5 per cent of the UK total) up to 1972. 

" Cmnd 3558, Guarantees t968, p I4; Cmnd 3965, Guarantees I969, 
I969, p I5. 

~I  Bowler, 'Regional specialization in the agricultural industry',.]n/ 
Agric Econ, 32, 1981, pp 43-54. 

:3Cmnd 3554, Wales r967, HMSO, I967, p 47. 
241 Bowler, Government and Agriculture: A Spatial Perspeaive, I979, 

p 53. 
• 5 lbid, p 54. 
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TABLE 4 
The Hill Cow Subsidy in Wales 1953-72 

Year Number of Total payments Total payments (a) as percentage 
cows subsidized in Wales (a) in UK (b) of (b) 

in Wales ~m f,m 

1953 3894 0.036 O.3IO Z1.6 
I954 53635 0.492 2.320 21.2 
I955 43505 0.429 2.419 I7.7 
I956 498o6 o.498 2.675 18.6 
x957 36746 o.367 2.850 12.9 
1958 73635 0.736 3.o5o 24.1 
I959 59348 0.683 3.85o I7.7 
I96O 67312 o.8o7 4.475 18.o 
x96I  68423 0.809 4.900 I6.5 
1962 78237 o.936 5.3oo I7.7 
1963 8o4o3 o.96I 5.55o 17.3 
I964 77241 o.92I 5.675 I6.2 
I965 87517 1.6o7 6.45o 24.9 
I9~6 108782 1.958 7.300 26.8 
1967 m5811 2.O37 8.400 24 .2 
I968 ILO3O6 2.344 9.900 23.7 
1969 122720 2.729 11.425 23.9 
197o 129053 3.o63 13.375 22.9 
1971 13474 ° 3.2Ol 13.5oo 22.i 
I972 139355 3.413 I5.3oo 22.3 

Tot~ 28.027 TotN I30.024 Mean 2o.o 

Sources: MAFF, Agricultural Statistics of the UK, annuM; MAFF Welsh Department, The Digest of Welsh Agricultural Statistics, annual. 

VII 
Table 6 shows the many and various 
schemes classified as other support in the 
UK between 1947 and 1972. The accumu- 
lated expenditure on these improvement 
grants and input subsidies amounted to 
£1463.83 million in the UK, of which 
£114.63 million (7.8 per cent) was 
received in Wales. 

Most of these subsidies were designed 
to help farmers in all parts of the country 
to become more productive, and were not 
therefore tailored to different regional 
needs and circumstances. For example, as 
part of the production expansion pro- 
gramme, the 1947 Agriculture Act estab- 
lished subsidies on fertiliser and lime. A 
total of 6.6 million tonnes offertiliser were 
delivered to Welsh farms up to 1972 under 
the aegis of the Fertiliser Scheme, at a cost 
in subsidy of £28.6 million. Lime was 
more appropriate for improving fertility on 

upland farms and although 7.8 million 
tonnes were supplied to Wales by 1972 at 
a cost of £12.8 million, the rate of appli- 
cation of subsidized lime in the region 
remained only half that in England. The 
blanket nature of the scheme failed to 
account for the higher unit cost of lime 
spreading in upland areas where heavy 
rainfall continually leached the soil. 26 

Even those schemes of support which 
were specifically designed to encourage hill 
farm improvements were criticized for not 
being sufficiently tailored to the conditions 
of Welsh agriculture. Under the Hill 
Farming Act of 1946 and Livestock Rearing 
Act of 1951, grants were provided to cover 
5o per cent of the cost of improving the 
socio-economic fabric of hill farms. The 
Hill Farming Act of 1956 extended the 

=6 Cmnd 782o, Wales and Momnouthshire: Report of Government Action 
for the Year Ended 30 J, me I949 [hereafter Wales Government Action], 
HMSO, 1949, p 2z .  
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TABLE 5 
T h e  Hi l l  Sheep Subs idy  in  Wales  I952-72  
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Year Number of 
sheep 

subsidized 
in Wales 
(million) 

Total payments Total payments (a) as percentage 
in Wales (a) in U K  (b) of (b) 

fom f ,m  

1952 1.422 

1953 0.026 
i954 O 
1955 1.1o5 
1956 1.o83 
1957 1.564 
1958 o 

1959 o 
196o 0.987 
1961 1.3Ol 
I962 1.3o2 
I963 1.518 
I964 1.319 
1965 1.247 
I966 1.595 
I967 1.517 
1968 2.I72 
1969 2.246 
I97O 2.361 
i971 2.226 
I972 2.364 

0.2I 5 1.003 2I. 4 

0.003 0.015 20.0 
0 0 0 

0.260 1.125 23.1 
0.255 I.I00 23 .2 

0.036 o.175 20.6 
o o o 

o o o 

o.142 0.525 27.0 
o.2o6 0.775 26.6 
0.339 1.25o 27.1 
0.665 2.15o 30.9 
1.477 5. lOO 29.o 
1.267 4.8oo 26.4 
1.7o3 7.1oo 24.0 
1.759 6.425 27.4 
2.311 6.875 33.6 
2.386 7.200 33.I 
2.543 8.550 29.7 
3.412 9.600 35.5 
3.413 9.275 36.8 

Total 22.392 Total 73.043 Mean 29.0 

Source: as for Table 4. 

period for submitting improvement 
schemes by a further seven years and made 
an extra £5  million available. While over 
3ooo schemes were approved in Wales by 
1962, completion rates in the region (I3 
per cent) were lower than the UK average 
(22 per cent) as progress was hindered by 
poor access roads and difficulties in 
obtaining contract labour? 7 

The main problem, however, was that 
Welsh hill farmers faced relatively greater 
difficulties in meeting their share of the 
costs of improvements, which were high 
relative to farm size even with a 5o per 
cent grant? 8 As early as 1953, Welsh MPs 
proposed that higher rates of grant aid and 
low interest-rate loans be paid to Welsh 

,7 Cmnd 8959, Wales Government Action x953, I953, p 25. 
,B House of Commons, O.~dal Report of the Welsh Grand Committee 

- Agrimlture, I962, 3o May I962, col Iio. 

farmers. 29 However, this proposal was 
rejected since 'the government could not 
agree that it would be right to give farmers 
in one part of the UK a rate of subsidy 
higher than that available to other farmers 
on similar land elsewhere'? ° Instead, from 
the late I950s onwards schemes of 'other 
support' were increasingly geared towards 
encouraging the creation of viable farm 
units by amalgamation. 

However, owing to limited spatial 
flexibility in the design of these schemes, 
Welsh farmers still encountered difficulties 
in maximizing their benefits. For example, 
low financial incentives and stringent eligi- 
bility conditions limited the uptake of sup- 
port under the Farm Amalgamation and 

:9 Crnnd 8844, Report of the Rural Development Panel of the Council for 
Wales and Monmouthshire, HMSO, I953, p 7. 

,o Cmnd 9oi 4, Rural Wales, HMSO, I953, p 6. 
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TABLE 6 
Schemes o f  other support in the UK 1947-72 

Scheme Total expenditure 1947-72 ~,ln (current prices) 

UK Wales 

Farm water 
Field drainage 
Hill farming improvement 
Ploughing grant 
Marginal production 
Silo subsidy 
Farm improvement 
Horticultural improvement 
Farm capital grant 
Investment 
Hill land 
Lime subsidy 
Fertiliser subsidy 
TB attested herd 
Small farmer 
Small fatTn business management 
Farm structure 
All other* 

9.82 1.24 

42.75 1.51 
I7 .82  IO.93 

108.95 I 3 . I 3  
I2.OI 1.65 

6 .80  r .2 9 

122.92 I4 .49  
16.35 0 .29  

134"27 3 .44  
27 .00  I.O6 

2.IO 1.8I  

I3O.4 ° I2 .8o  
509.15 28 .60  

64.55 6.42 
34.60 7.16 

2.60 1.02 

4 .07  0 .27  
217 .64  7.52 

* Many minor schemes such as bracken eradication, scrub clearance, grassland renovation. 
Source: as for Table 4. 

Farm Structure (Payments to Outgoers) 
Schemes of 1967. By 1972, rates of success- 
ful application under the Outgoers Scheme 
stood at 3.1 per cent in the UK and only 
1.7 per cent in Wales. Similarly, the rate 
of adoption by eligible farmers under the 
1957 Farm Improvement Scheme remained 
consistently lower in Wales (less than 60 
per cent) than in England (over 90 per 
cent) due to lower average farm size. 31 
This also resulted in the mean value of aid 
per farmer being 40 per cent lower in 
the region. 

The Small Farmer Scheme of 1959 was 
the most obvious attempt to encourage 
small farms to achieve a minimum accept- 
able economic size. This scheme defined 
this minimum size as a labour requirement 
of 275 Standard Man Days. >" This was 
supplemented in 1965 by the Small Farm 
(Business Management) Scheme. 

~' I'Z CHine ,  'Structural policies and British agriculture', jnl Agdc 
Econ, 24, 1973, pp 321-29. 

J~ Cmnd 583, Assistance for Small Farmers, HMSO, r958, p 5. 

Uptake of these schemes was fastest 
amongst the dairy farms of north-east 
Wales seeking to improve grassland qual- 
ity. 33 Indeed, Wales received a larger share 
than any other region (23.6 per cent or 
£8.18 million) of the support made avail- 
able under these schemes by I972. 
However, the conditions of eligibility 
excluded 3000 part-time farmers in Wales 
and all farmers in receipt of hill farm 
improvement grants? 4 Moreover, while 
the scheme contained 'permissive pro- 
vision ... to meet the needs of the various 
part of the UK ... no provision [was] made 
even for the possibility of a separate scheme 
for Wales ... ignoring the clear fact of 
special Welsh conditions') s 

Despite the substantial amount of sup- 
port made available in Wales, the continu- 
ing concern was that revenue from farm 

s3 Bowler, Government and Agriculture, p 61. 
a4 House of Commons, OJ]idal Report Standhlg Committee A - 

Agriculture (Small Farmers) Bill, I958, 25 November I958, col 73. 
3s lbid, col I z9. 
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TABLE 7 
Mean PSE per farm and per hectare (ha), UK and Wales 1947-72 
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Years Mean PSE per ha (fo) (a) - (b) Mean PSE per farm (fo) (a)-- (b) 

UK (a) Wales (b) UK (a) Wales (b) 

1947-51 9.5 i i . i  - -  1.6 357.6 360.4 - -2 .8  
1952-56 15.6 14. 3 1.3 576.9 473.9 lO2.9 
1957-61 20.9 16.9 4 85o.I 571.4 278.7 
1962-66 18.8 18.2 0.7 828.5 632.5 196 
1967-72 23.1 22.8 o.3 lO63.8 lO17.6 46.1 
1947-72 0.9 124.2 

Sources: PSE calculations; MAFF, Agricultural Statistics of the UK, annual. 

production in the region was incapable of 
meeting labour and capital COSTS. 36 

However, at the same time the response to 
this, the amalgamation of small farms, was 
contributing to the onerous problem of 
rural depopulation, such that Wales was 
the victim of 'policy schizophrenia'? 7 
Between I95O and 196o , Welsh agricultural 
employment fell by 29 per cent. 

So far the analysis has focused on 
explaining why Wales had a higher per- 
centage PSE than the UK national average. 
However, on its own the PSE percentage 
is not an adequate measure of the extent 
of regional variation in farm support. This 
is because the effect of a higher margin of 
protection may be nullified where a region 
has lower productivity and/or smaller aver- 
age farm size. A proper evaluation of the 
extent of regional variation in support 
therefore demands that the PSE figures also 
be expressed per farm and per hectare 
(Table 7). 

While the percentage PSE figures in 
Table I suggested that there was a degree 
of regional variation in support in this 
period to favour Wales, Table 7 reveals a 
different picture. On average over the 
whole period there was very little differ- 
ence between mean PSE per hectare in 
Wales and the UK, while mean PSE per 

~n House of Commons, Offcial Report of the Welsh Grand Committee 
- Agriculture, t965, third sitting, 23 June r965, col t32. 

371L W Slee, 'Agricultural policy in remote rural areas', Jnl Agric 
Ecolt, 32, 198I , pp II3--21. 

farm was some £124 higher in the UK 
than in Wales. This suggests that the effect 
of the higher percentage PSE in the region 
was more than cancelled out by the effect 
of the region's lower land productivity and 
smaller average farm size. This implies that 
the regional variation in support was 
not sufficient to compensate for Wales' re- 
lative physical and economic handicaps and 
Welsh farmers therefore remained rela- 
tively disadvantaged. 

VIII 
Using the OECD's PSE methodology, this 
article has measured the amount of farm 
support provided in the UK and the region 
of Wales from 1947 to 1972. First and 
foremost, this has provided a means of 
measuring the spatial dimension to UK 
falan policy during this period. The PSE 
calculations show that when expressed as a 
percentage of the adjusted value of pro- 
duction, Wales received a higher rate of 
support than the UK national average. The 
greatest share of farm support in the region 
was provided by market price support and, 
moreover, Wales received a higher per- 
centage rate of price support than the UK 
national average. However, this geographi- 
cal variation in support did not reflect a 
policy of regional pricing but was rather 
the inevitable product of varying levels of 
commodity protection. 



9 9 • 

The spatial dimension to UK farm sup- 
port was provided by hill farm subsidies 
with Welsh agriculture receiving a greater 
share of this support than any other region 
of the UK. However, Welsh farmers could 
have earned even more from these schemes 
had they been able to increase average herd 
sizes more quickly. Smaller average farm 
size also thwarted the ability of Welsh 
farmers to benefit from the increasing array 
of production and improvement grants 
provided over this period. Although the 
burden of the costs of these schemes was 
proportionately higher in Wales, the 
policy-making structure could not accom- 
modate demands for flexible subsidy 
arrangements. The policy was instead 
directed towards raising the number of 
farms above defined thresholds of viability, 
which created concern that the depopu- 
lation of rural Wales might be accelerated. 

Indeed, when the PSE results are 
expressed per hectare and per farm, they 
suggest that Welsh agriculture remained 
relatively disadvantaged in its UK context. 
Price support, headage payments and 
improvements grants tied the benefits of 

T H E  A G R I C U L T U R A L  H I S T O R Y  R E V I E W  

support to the scale of production. The 
more farmers could produce, the more 
subsidy they could earn. This inevitably 
benefited larger farms in the more fertile 
agricultural regions of the country. The 
spatial dimension to policy, provided prin- 
cipally by hill farm support, was not 
sufficient to outweigh the disadvantage 
Welsh agriculture experienced from its 
smaller average farm size. Further research 
is required to determine whether the 
Common Agricultural Policy has been any 
more effective in this respect. 

It would appear, therefore, that national 
and sub-national PSE calculations have a 
useful role to play in agricultural policy 
analyses at the regional level. They can be 
used to estimate the quantitative impor- 
tance of spatially variable farm policies and 
can generate important insights into how 
effective policies are at compensating for 
regional disadvantages. This paper indicates 
that deliberately spatial farm policies are of 
limited use where they are insufficiently 
tailored to a region's needs, and where they 
remain dominated and overshadowed by 
blanket support mechanisms. 

APPENDIX 

Methodology for PSE Calculations for Wales and the 
UK 
For each commodity the Gross PSE is calculated 
as; 

Gross PSE = MPS + DP + OS (I) 

where MPS=market price support; DP=direct 
payments; OS = all other support. 

MPS is calculated as the difference between the 
supported producer price (P) and some reference 
or 'world' price in national currency (Pwnc), multi- 
plied by the volume of production (Q): 

MPS = Q* (P - Pwnc) (2) 

The PSE therefore assumes the small-country 
case with no account taken of the effect of any 
country's policies on the actual world price. The 
PSE calculations are particularly sensitive to the 
values of reference prices and therefore the choice 
of these prices is an important one. The OECD 
guideline is that the reference price should not 

necessarily be the cheapest source of a particular 
commodity, but should be that which is most 
representative of where the particular country, 
region or trading bloc can obtain supplies of the 
commodity of a comfarable quality and suitability 
for its requirements2 

Since I979, the OECD has made strenuous 
efforts to improve the choice of reference prices 
used in the EU PSE calculations. It has done this 
by adopting prices which are representative of EU 
trading patterns as a whole and which could there- 
fore be used in national and sub-national PSE 
analyses for EU member countries) 9 

As far as possible, this convention has been 
adopted for this analysis with reference prices being 
chosen on the basis of how representative they are 
of European import prices for this period. This 
provides an important standard for the analysis. It 

38 OECD, Agriadtural Policies, annual. 
39 Ibid. 
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TABLE AI 
Commodi ty  definitions and reference prices used 1947-72 
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Commodity Type Reference price 

Wheat 
Barley 
Potatoes 
Sugar 
Beef/veal 

Sheepmeat 
Pigmeat 
Milk 

Common wheat 
Common barley 
Maincrop/ware 
Sugar beet 
Bovine meat, dressed 

carcase weight 
Dressed carcase weight 
Whole and half carcasses 

US export price 
Canadian import price 
Netherlands producer price 
Danish producer price 
Argentinian imported deadweight 

UK wholesale price deadweight 
Danish producer price deadweight 
Implicit external milk price derived from milk 

equivalent of traded dairy products (butter, 
skim milk powder; Netherlands & Denmark) 

Sources: FAO, Production Yearbooks, Rome, annual; World Bank, Commodity Trade and Price Trends, Rome, annual. 

may be desirable in the future to produce PSE 
estimates using these prices for other European 
countries and regions for this period, to analyse 
both the volume and spatial variability of the 
support they provided at this time. Table AI shows 
the reference prices chosen for this analysis and 
indicates the data sources used. All prices have been 
converted using the current £ : $  exchange rate. 

Estimating UK and Welsh PSE's for the 1947-72 
period is aided by the wealth of statistics available 
on prices, production and subsidies. The main UK 
sources are the White Papers published annually as 
part of the Review of the UK agricultural industry 
which determined the level of price guarantees up 
to 1973; 40 and the annual census returns for UK 
agriculture published by the Ministry of Agriculture 
Fisheries and Food. The main Welsh sources are 
the agricultural census returns for Welsh agriculture 
published by MAFF Welsh Department, MAFF, 
Agricultural Statistics of England and Wales, annual, 
and Department for Home Affairs, The Digest of 
VVelsh Statistics, annual. 

Quantity data relate to production from the 
relevant national farm as recorded in the census 
returns. Quantities of meat output in Wales have 
been estimated as the number of slaughtered Welsh 
livestock multiplied by the UK ratio of meat equiv- 
alent. Domestic producer prices are annual averages 
at the farm-gate, including guarantees, and have 
been obtained from the Annual Review White 
Papers. Where UK prices are unavailable, prices 
used are the average for England and Wales? I 
Where expenditure on subsidies relates to financial 
years (April to March), it has been calendarized 
using the ratio o.25 : o.75. 

For livestock commodities, a deduction is made 

4o For example, Cmnd 3558, Guarantees r968. 
4, MAFF, Agria,ltural Statistics of England and Wales, annuid. 

to the gross PSE to account for the effect of 
guaranteed cereal prices on purchased feed costs. 
Thus: 

Net PSE = Gross PSE - FA (3) 

where FA=feed adjustment, calculated as the 
difference between expenditure on feed at protected 
and world prices by livestock category. 

It is difl3cult to make the feed adjustment to UK 
and Welsh PSEs because of the lack of reliable data 
on feed prices and quantities by livestock category 
and region. This problem has been overcome by 
using farm level data on concentrate expenditureP 2 
No feed adjustment estimates have been made 
before 1967 because up until this time price support 
on feed grains took the exclusive form of a 
deficiency payment which did not raise its free 
market price. 

For each livestock enterprise, the total feed 
adjustment (FA) estimate has been calculated as: 

{[(a * P~)+(b * P~.)]*IOO} 
c (4) 

{ [(a*PWfw) + (b* PW~)]* I oo } 

C 

where Pfw and Pfb are the protected prices of feed 
wheat and barley respectively; PWt%v and PWfb 
are their respective world prices; C is total expendi- 
ture on purchased concentrates, and a and b are 
weights based on the proportions of the volume of 
concentrates accounted for by wheat and barley, 
the main price supported cereals fed to livestock. 

These weights have been estimated using MAFF 
six-monthly surveys into livestock rations, which 
typically cover between 4o and 5o per cent of all 

4~ Farm Management Survey, Statistical Results for Wales, University 
of Wales, Aberystwyth, annual. 
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compound feed production in the country. 4s Feed 
wheat and barley prices have been obtained from 
MAFF, while world feed prices have been estimated 
based on the margin between domestic and world 
producer cereal prices. 44 

43 MAFF, Surveys into the Composition of the Mahl Livestock Rations in 
Great Britain, annual. 

44 MAFF, Agriadtural Statistics of the UK, annual. 

THE AGRICULTURAL HISTORY REVIEW 

The percentage of total concentrate costs at given 
prices accounted for by the major cereals has been 
applied to concentrate costs per £IOO of enterprise 
output (derived from the farm level data) to give 
an estimate of concentrate cost per unit of output 
at protected prices. The difference between this 
estimate and that at world prices is the implicit tax 
on feed costs to be deducted from the gross PSE. 


