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introduct:iz 

This report ccvers a five-week assignment as advisor in the agricul­

tural eccn='cs area under the Purdue University Institute Development Pro­

gram. The specific objective of the concultancy was to assist in development 

of L reseat, Frograr, related to the implications of Portugal's accession to 

the inplizaions of Portugal's accession to the European Community (EC) on 

regional azrfcultural adjustments. 

The it:nerary (outlined below) was developed by Professors John H. San­

ders and L.:cnio Pinheiro of the University of Evora, whose help is grate­

fully acknz;!edged. The program involved the following: 

1. 	Interviews with nationa. and regional govr nment personnel, university
 

professors, and other researchers on past and present analyses of the 

implica:ions of EC accession for Portuguese agriculture. 

2. 	Consul:ation with university professors on possible EC accession research,
 

as uc- as more general course-related and professional development issues.
 

3. 	Presentation of several seminars in Portuguese.
 

4. 	Several field visits to pain first hand knowledge of agricultural pro­

ducticn, processing and marketing in Portugal.
 

5. 	Accu.ation of documents and reports on Portugal's accession to the EC.
 

Itincrary: 

April i£-1: Travel from West Lafayette to Lisbon
 

April 2:-2: Lisbon: Visits to USAID, U.S. Embassy, Gulbenkian Foundation
 

and Ministry of Agriculture
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April 22: Travel from Lisbon to Evora 

April 23 ­
.axy 7: In Evora 

May 8-10: Lisbon: Visits to Gulbenkian Foundation, Banco de Portugal, 

and USAID 

May 10-13: in Evora 

May 13: Travel from Evora to Covilha 

My 14-16: In Covilha
 

May 17: Travel from Covilha to Vila Real
 

May 18-22: In Vila Real
 

May 22: Travel from Vila Real to Lisbon 

May 23: Return from Lisbon to West Lafayette
 

Summary of Principal Contacts
 

University of Evora. Departments of Economics and Management
 

Antonio Pinh..iro
 

Luis Portugal
 

Maria Leonor S. Carvalho
 

Antonio Covas
 

John H. Sanders
 

Comisao de Coordenacao da Reeiao de Alentelo
 

Lopes Figuereiro
 

Instituto Universitario de Beira Interior
 

Reitor Passos Morgado
 

Marques Mendes 

Julian H. Atkinson
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institutc Universitaric dE Tras-Os-Montes e Alto Douro 

Maria Isolina Poeta 

Artur Cristovao 

Maria :anuela Ribeiro 

Colaco de Rosario 

Francisco Dinis
 

John Foley
 

James L. Ahlrichs
 

Fundaciao Calouste Gulbenkian
 

Fernando Est~cio
 

Fernando Brito Soares
 

Ministry o %griculture
 

Armando Sevinate Pinto
 

Banco de Portugal
 

Jose Girgo
 

USAID
 

Donald Finberg
 

Charles Buchanan
 

James Black
 

Jose 	Luis Almeida Pinheiro
 

U.S. 	Embassv
 

Steven Watkins
 

Laurie Anne Johnson
 

Richard McDonnell
 

Carlos Vieira
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FIELD VISITS 

April 30: Farm visit to cereals growing region east of Beja
 

May 19: Visit to Cachao Agro-Industrial Complex
 

May 20: Visit to Casa de Douro and portwine producing region
 

SEMINARS
 

May 6: Evora - "Portuguese Agriculture and EC Integration - Issues
 

and Research"
 

May 13: Evora - "Trends in the World Markets for Agricultural 

Commodities" 

May 14: Covilh - "Implications of EC Integration for Portuguese
 

Agriculture"
 

May 21-22: Vila Real - Two-day Symposium on "Portuguese Accession to the
 

EEC: implications for the Agricultural Sector" (four presen­

tations)
 

IN2LICATIONS OF EC ACCESSION FOR PORTUGUESE AGRICULTURE
 

In this section of the report are summarized my observations on the
 

likely effects of EC accession on Portuguese agriculture. Implications for
 

research needs are drawn.
 

.n 


Several studies of the likely effects of EC accession were identified
 

and reviewed during the consultancy. These form the basis for the comments
 

which follow. Six studies in this area have been identified:
 

Existn Studies of EC Accession
 

1. 	The Ministry of Agriculture's Planning Office has carried out a number
 

of qualitative analyses, including a number on specific commodities,
 

under the leadership of Armando Sevinate Pinto. While not particularly
 

analytical, these studies provide an excellent qcurce of background in­

formation on the legal aspects of EC accession.
 



2. 	Araeurone publishef a special issue in February 1900 on Portugal's EC
 

accession. This is one of the most useful items identified. It contains
 

a very pragmatic analysis of expectid adjustments in output levels of the 

various products.
 

3. 	Fundaqo Calouste Gulbenkian staff members Cortez Lob~o, Gomes da Silva
 

and Estac-io have done quite a bit cf partial equilibrium analysis of the
 

likely changes in effective protection afforded the various commodities
 

after Pcrtugal Joins the EC. Using supply and demand elasticity esti­

mates, they are drawing implications for the magnitudes of the likely
 

adjustments.
 

4. 	Fernando Brito Soares' Ph.D. thesis at 
Berkeley developed a mathematical
 

programming model of the agriculture of the coastal region north from
 

Lisbon to the Spanish border. His simulations with the model included
 

an EC accession run. Now at the Gu!Denkian Foundation, he is pushing
 

his EC analysis further using a combined econometric-math programming
 

technique used by Christos to analyze Greek accession in another Berkeley
 

thesis.
 

5. 	 Garrv L. Smith's Ph.D. thesis at Purdue examined the likely adjustments
 

in crop production and mixed feed composition in Greece, Spain and Portu­

gal after EC accession. The crop production components of this mathema­

tical programming model drew heavily on the Guibenkian-World Bank agri­

cultural sector model developed in the early 1970s.
 

6. 	Pasquale Scandizzo at the World Bank has recently been using a semi­

updated version of the Gulbenkian-World Bank model to do some EC accus­

sion simulations. Scandizzo, to date, is unwilling to release his re­

tsults, so this study has not ye been reviewed by the consultant. 

With few exceptions, the rtudles rcviewed focu.;ed only on aj,,.regate, 

national implications of Joining the EC, despite the fact thit Portupal's 
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agriculture is extremely hetercgeneous. There is a great need to now carry
 

the studies the next step and draw implications for the respective regions'
 

agriculture. We will return to other observations on research needs after
 

synthesizing the implications of 
the above cited studies.
 

Recuired Chances in Pcrtucal's Aricultural Policy upon EC Accession
 

Upon entry into the E7 Portugal's agricultural policy will have to be
 

completely overhauled. 
 Portugal has a cheap food policy, with consumers
 

being able to purchase most products at prices below world market levels as
 

a result of substantial subsidies. Farm prices of many crops are also set
 

below world market prices. Livestock procucers enjoy substantial subsidies
 

when they purchase tixed feeds. 
 Feed grains imports are subsidized.
 

EC food prices, on the other hand, are held well above world market
 

levels due to the policy cf raising far, incomes through various price sup­

port measures. Imports of feed grains are substantially taxed. Livestock
 

product prices are then supported at a level sufficiently high to offset
 

(or usually more than offset) the higher grain prices they have to pay.
 

These differences suggest that 
a radical change will have to be effected in
 

Portugal's agricultural pcicy. Th:s consultant questions whether any Portu­

guese governmiet. can survive the political.heat that will be generated by
 

such large increases in food prices.
 

Specifically, the following changes will have to be made upon joining
 

the EC:
 

1. Remove agricultural production and consumption subsidies
 

2. Eliminate 6irect government price determination and replace it with the
 

EC pricL intervc:.tion nuchanism 

An3. Eliminate government :ar,'e: :';onopo~lics and replace with open markets 

in which pricet; are freely reported 



4. 	Adopt thL comcn external tariffE of the EC and free trade with the
 

other EC members
 

5. 	Implement the EC's RICA system cf farn accounting which is used in
 

setting the interention prices.
 

Snecific Ccmoditv Analyses 

The large changes in relative =rices for the respective products will
 

provide the signals for economic agez:s to adjust the product mix produced
 

and consumed. Most of the analyses carried out to 
date 	are partial equilib­

rium, focusing on only one comodity at a time. The following commoity-by­

commodity review synthesizes the resuLts cf the studies reviewed. It suffers 

:rcn the same deficiency as those studies - of taking a mycpic view of the 

likely adjustments in each cc=nodity without taking into account its sub­

t "~iiv with other products. 

.his analysis is based upon the likely changes in -roduct prices after 

Portugal joins the EC. Comparisons cf price levels are frought with diffi­

culties, of course, due to the appropriate choice of exchange rate. What 

are really relevant are the changes i4 relative product prices and in rela­

tive value-added from producing the various commodities.
 

The following provides a crude :omparison of producer prices in Portu­

gal with those in the EC for 1977/78:
 

7atio of Producer Price in Portugal
 
Product to that in EC 

Durum Wheat 0.57 

Olive Oil 0.66 

Rice 0.67 

Barley 0.75 

Milk 0.75 

Soft Vheat 0.84 

Corn 0.92 

Wine 0.92 

Beef 1.46 
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Portugal's po:k prices alsc tend tc be higher than those in the EC, while
 

Its egg prices tend to be lower. The higher a product is on this list, the
 

lartjer will be its relative price increase, and the greater will be the
 

st4iulus to expand its production, other things being equal. Fed beef and
 

pork producticn will be severe-- hurt since the output prices must fall
 

while input prices must rise, barring any increase in production efficiency 

rr substitution of ceiea1 substitutes for feed grains in compound feeds. 

The AzraeuroDe analysis of EC accession points up how critical the 

choice of exchange rate is. It showed Portugal's cereals prices in the 

=id-!970's to be less than those in Germany and italy, tut higher than those 

in the U.K. and France. This ?"ts in bcld perspective how impnrtant the 

decison on the level of Portugal's green escudo rat, will be when it nego­

tiates the terms of entry. 

We turn now: to a discussion of specific commodities. Some basic data 

on land area, distribution of total agricultural output, and foreign trade 

by commodity is presented first to provide the reader an overview of Portu­

guese agriculture to put the comcents which follow in context: 

istribution of Total Agricul-ural Output, 1975
 

Product Percent
 
Cereals 12.2
 

Vegetables 9.7
 

Fruit 12.3
 

Wine 10.5
 

Olive Oil 5.6 

Other Plant Products 14.8 

Plant Subtotal 65.1 

Meat 23.4 

Milk 8.4 

Eggs 2.7 

Other Animal Products 0.4 

Animal Subtotal 34.9 

TOTL 100.0 



'an: Ara Planted.
a9SC'
 

Rank Crc 1.000 ha.
 
I. Maize 370.0
 

2. Trnea: 340.0
 

3. Beans 276.0
 

4. Rye 217.0
 

5. Oa:s 184.C
 

6. ?c:atoes 110.0
 

7. Barley 72.0
 

8. Sunflowers 46.0
 

9. Chickpeas 41.0
 

10. Almonds 40.5
 

i1. Rice 34.7
 

1:. Olives 34.0
 

'3. Eroadbeans 33.C
 

i4. Tom at0e 17.5 

15. Safflower 6.0
 

16. Figs 4.3 

Data unavaila-ic for oranges, apples, pears, peaches, and sorghum. 

Ayri:ultural Trade, 1979
 

1..ort. Exports
 
Procucts Value Products Value
 

(Billion esc.) (Billion esc.)
 
Corr. 13.3 Cork 
 10.2
 

Ce.ton 10.0 Wines & alcohol 10.1
 

1.neat 6.4 Tomato products 2.7
 

Skins 3.7 Tripe 0.5
 

Soybeans 3.4 Fruits and nuts 0.4
 

Sunflower 3.0 Dairy products 0.4
 

Sugar 2.8 Olives & olive oil 0.2
 

Coffee 2.1
 

Oilseed Meal 2.0
 

Rice 1.9
 

Peanuts 1.5
 

L,.c: 1.2
 

..... 1.0
ed foods 

Tcbncco 1.0 
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4Mai:e an, Ot:l.er Feed G.rains 

A larger land area is pIan:e to ,-aize in Portugal than any other com­

moditv, although some do.ward trend has occurred since the 1960's. Yields
 

are low bv international standrdsc and stagnant. Most corn is usec rs 
a
 

feed grain, and this demand haE grown raipidly as intcrnal demand for live­

stock and poultrv products has grEr. Around 60 percent is consumed on the 

far. 'here produced. Large imports of corn have occurre6, g ven the subsi­

dies tc its use in =ixed feeds. Portugal's accession to the EC would further
 

reduce the EC's self-sufficienv ir.maize, as its imports equal ahout 10 per­

cent of tota! EC imports.
 

Internal Portuguese maize prices vould have to rise upon Joining the EC
 

and the variable levy would be zharped on imports. This should both stimu­

late larger production and substitution of cheaper energy sources in mixed
 

feeds, such as tapioca chips. The hiher mixed feed prices can be exptcted 

to stimulate a substitution away fror, concentrates to forage in dairy aid 

beef production. Since barley prices are epected to rise relatively more 

than maize prices, and there is a perception that maize has expanded onto 

land for which it is not wel suited, some land may move out of maize into 

barley production.
 

To the extent that Portuga. continues to import significant quantities
 

of maize, this v:ll impont a balance of paymentrs burden as the varirble levy 

will be paid to FEOSA in Eru si.s, not to the treasury in Lisbon. 

Bar.c y and oat production tc-nd to bc concentrated on thu poorer soils. 

Production tends to be variabli:, and yIulds are low. L;arley ,hould e,:peri­

ence a substantial stimulus from adoption of the Comion Apricultural Policy, 

and oats should not e;:periencc. problems,. Portugal produces lIttle sorgFhum, 

,although around half a r.llion tons per \'iar are now bveg.nimported. 

http:an,Ot:l.er


.... . K ..- + m r + ,+- i+.This would seem to be a loical crop for Portugals Mediterranean climate 

_,_Aftd -its-production-is now--taking-hold--undr-,similar--conditions -- pn. 

Overall, feed grains demand is likely to continue its rapid recent 

growth in Portugal, unless significant amounts of cereal substitutes such as 

tapioca chips are introduced into the rations after feed grain prices rise. 

Portugal islikely to significantly increase its imports of fed barley from 

France upon entry in the E.C. This will generate significant savings to the 

EC on barley export restitutions. 

Portugal's production of wheat, its second most extensive crop, all goes 

for human consumption. National average wheat yields are low, and production 

has treanded downwards. Wheat imports, three-quarters of which are from the
 

U.S., are relatively large, but variable. There has been soma downward trend
 

in wheat consumption; this should be reinforced by removing the consumption 

subsidy. 

Producer prices of soft wheat are expected to rise relatively more than
 

maize, but less than other crops. The durum wheat price should rise rola­

tively more than most other crops. While durum production is limited to the 

South, some increase in production is expected. Some soft wheat is grown on 

marginal land, which may be more suited for barley or oats production. The
 

anticipated changes in relative prices can probably be expected to 
concen­

trate,wheat on the better soils, with some shift of the poorer soils into
 

other uses.
 

The EC's high wheat prices have stimulated surplus production, the ex­

ports of which are subsidized through export restitutions. Portugal's recent 

wheat imports are about 10 percent of EC0 exports, so we should expect to see 
trade diversion from U.S- to Trench origin, except for specialized wheats
 

+++ +
..... . '<+4+IK1K2+4Kil 4 K+ J4K4+,I 1 
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not available inthe E.C. Portugal will have to pay the higher interna. EC 

So-._--J a_ mbarahtpwill-benofit-the* EC-by-re--_inwheat..also ,Portu gal!n 

ducing the expense of subsidizing exports to third'countries.
 

Rice
 

Rice yields inPortugal are comparable to the international standard.
 

Both Portugal and the EC are loe than self-sufficient. The consumer price
 

of rice is subsidized inPortugal, and this price will have to rise upon
 

entry. The producer price of rice will likely rise more than for most other
 

crops, so Portugal's production in likely to be stimulated. If Portugal's
 

production can be expanded sufficiently to become a net exporter, there ap­

pear to be good prospects for exports to the rest of the expanded EC.
 

Olies
 

Historically Portugal has been a major exporter of olive oil. However,
 

inrecent years olive production has been declining due to labor scarcity, 

such that insome years Portugal is an importer. Olive oil consumption bas 

been declining at a rapid rat* inPortugal, as relatively cheaper edible 

oils have been substituted by consumers. 

Under the Common Agricultural Policy, olive prelucers receive income 

support through deficiency payments, not price supports. As a result, upon 

entry both consumers and producers w~ill benefit inPortugal. Producers will. 

receive a higher price, and-consumers will pay a lover price. This may slow 

or halt the decline in consumption and stimulate larger plantings. (There 

is,, of course, a very long lag inolive supply response between planting and 

actual production.) Nevertheless, Portugal's production Issmall relativa 

to the rest of the expanded EC. 



Ot:her Oilseked, and Products
 

4#41- 0fora,-,, 

w~ith production of the latter growing rapidly. Portugal imports significant 

amounts of soybeans, sunfloverseed, and peanuts. Olseed meal consumption 

has been growing rapidly as mixed food use has risen. Other oilseed produc­

tion inPortugal isunlikely to be stimulated by EC accession, so Portulal's 
membership will likely increase the EC deficit in oilseed meals.
 

Tomatoes 

The growth of the processing tomato industry has been one of the great 
success stories of Portuguese agriculture of the last several decades. Portu­

gal is now one of the world's leading .portelrs of tomato paste. The EC and 

USSR are the prLncipal export markets. Prices of tomato concentrate are sup­

ported in the C via Intervention and storage, import levies, and export re­

funds. Italy, Greece, and Spain are three of the other largest eporters of 

tomato concentrate, and in all the countries, the product is an important 

source of employment and foreign exchange revenue. Once all are EC mmbers, 

the EC will hae significant surplus production, so some policy change is 

likely to be required. This will be a sensitive political issue to Italy as 

well as to the three applicant.
 

O'ther Fruits and-Vegetables
 

Portugal is basically self-sufficient inand exports little fruits and 

vegetables. Because it has similar growing conditions for out-of-season 

products and a greater distance to high-income population centers thin the 

other Mediterranean countries, Portugal is likely to benefit little from 

rmaership In these crops. 

+ 'V 
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Portugal is usually a net importer of potatoes, and, given its low
 

yields, it is unlikely to change production significantly.
 

1ine and Alcohol
 

Wine and alcohol exports, particularly of red table wines and port
 

wine, are Portugal's largest agricultural export earners. Conflicting re­

pc".s we:e received on the effccts of EC accession on this industry. While
 

the price com,'parison presented alrove suggests that Portuguese produce.r prices
 

are slightly lower thcn those in the EC, most industry representatives argued 

that the EC intervention price is substantilly below production costs in 

?r:c=al. "'his inconsistency proablv reflects the heterozeneitv of the 

products and o- the production conditions. Alentejo grapes, for example, are
 

reported to give a higher alcohol content ar< 
are easier to mechanize due LO 

snoc:her :pography and larger field size. :n the North, where many plant­

ings are old a:. .ae topography icpedes mechanization, production costs are 

.uc. higher. This regio,., of necessity, :ill have to emphasLze the highest 

qulity wJ:.es. Witn improved technology and higher yields, Portugal should 

beni t from EC accession. Nevert1,eless, the EC already has a periodic sur­

plus cf l.ow qua.itv wines, an'a accession of Greece, Spain, and Portugal will 

increase its production by one-tnird.
 

Sucar
 

Portugal has no domestic ;roduction ec:cept in the Azores, since sugar 

production v:as rererved for Portugal's colci,:>s. Since the colonies becaIe 

inrlepend.n in 1974, Portugue.-e con!,u;crs have bought sugar at thr world mar-

I. t pricc. Tile EC market i; in cl-ronic iu rplus d . to it, .s a pr ice sup­

ports;, anc: txport, hav. to be : I td. Portugal's, ui,,rtr; now ,ctual 

alout 10 pe:rcent of EC exports, so thL .C (:cvarz.sion would uelcoTc Portugal'F 



me-bers.:i7 on this score. SuC-ar iS an important issue, never:eless, in 

s EC membership negotiations since each member receiv._s a ?roduc­

tion Cuota. If Portugal receives no quota because it now has no industry, 

it woad be very difficult to ever establish an industry in t*e future 

once inside the E.C. 

Beef and Veal
 

Portuguese producers receive a guaranteed price which is well above 

that n the EC. The consumer price is then subsidized, with a legal ceiling 

Se on prices at retail. Ti *s level is well ":-ebov- that paid by consumers 

tne EC. Beef and veal production have been groin- in Por:ugal for the 

last two decades, but consumption has groun faster, the difference being
 

made up by imports. Given the subsidized feed grain ;rices i: mixed feeds, 

:'ere has been rapid growth in beef feeding, with little atte=:ion to pasture
 

imprcvement. 

Upon entry to the EC, Portuguese consumers "ill lose their subsidy, 

producers will lose their input subsidy, and the output price "ill fall. 

Profit mar-ins will be squeezed on both counts. Un.ess feed ::nversion rates 

increase substantially, a significant reduction in feeding an- increased re­

:iance on forages in beef production are the expected results. So-e decline 

41r.eef production is likely. Wnether beef consumpticn declins, too, will 

depend cn the cross-substitution possi'ilities in Portuguese c:nsumer pref­

erences. Insufficient evidence is available on this. 

Production, consumption, and imports of pork have significantly in­

creased in Portugal in the last two decdes. Like beef, pcr,. rices are 

,crall higher in Portui:al than in the EC. "*:iti. thE higher fecd costs 

upor. entry, profit margin: on s:,ine prcduction will also be s:.eezed unless 
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productivity increases, as 
from improved feed conversion and offtake rates.
 

Maize is also likely to be replaced by barley, oats or sorghum in feed ra­

tions. The net effect of these adjustments cannot be predicted with the
 

available information.
 

Poultrv
 

Poultrvmeat production has been the fastest growing sector of Portu­

ga.'s animal agriculture. Per capita consumption has grown rapidly and is
 

now on a level comparable to that in the EC. 
More than 80 percent of pro­

&u:ion is in modern facilities using compound feeds. While production
 

costs will rise, the efficiency of Portugal's production should make it com­

petitive. 
The industry should be able to produce an exportable surplus to
 

the rest of the EC if the demand is there.
 

Portugal is about self-sufficient in egg production, and its prices
 

are below those in the EC. Entry in the EC might generate exports of eggs.
 

Sheenmeat and Goatmeat
 

Portuguese consumers eat relatively little lamb and muttor. 
 Produc­

tion of sheepmeat and goatmeat have bean increasing about in tandem with con­

su=;:tion. 
 The EC is a net importer of these meats. With pasture development
 

in the Alentejo, Portugal could become an exporter of these meats to the rest
 

of the EC, as has Ireland since its entry. This will depend in part on how
 

the CAP for sheepmeat evolves.
 

Milk and Dairy Products
 

Per capita consumption of dairy products is low in Portugal despite the
 

,ac: that the consumer price of milk is subsidized. As seen above, the pro­

dup~r ~rice of milk in Portugal is 'csF than it is in the E.C., but pro­

dupers enjoy substantial subsidies to their compound feed use. Production
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per cow is relatively low, and herds are extremelV small. Portuguese dairy 

farmers enioy a complex syste of other subsidies. Nevertheless, production 

has not kept up with the growth in consumption, and imports have risen.
 

Upon entry, Pcrtuguese dairy production is likely to be squeezed unless
 

substantial modernization and increased reliance on pasture for feed occurs.
 

The rest of the EC, which has large dairy surpluses, will welcome a dairy
 

product deficit member of the Community to absorb some of its exports which
 

now have to be subsidized.
 

Net Effects
 

Portuguese agriculture will affect the rest of the enlarged EC rela­

tively little, but the EC's C.LP will have a profound effect on Portuguese 

farmers and consumers. Consumers will experience a significant reduction in 

real income from higher food prices on joining the EC. This will impact most 

the lowest income groups, who spend the largest fraction of their income on 

food. Grain producers will benefit significantly from the higher BC prices. 

The increase in revenue, however, will be quickly capitalized into the value
 

of those farm assets in least elastic supply. Livestock producers who rely
 

heavily on purchased mixed feeds will see their margins trimmed on both
 

sides. Unless feeding of ruminants shifts to greater reliance on forage,
 

these sectors are likely to decline, and capital losses will be realized by
 

present producers as asset values have to be written down. Production of
 

monogastrics, particularly swine, will need to become more efficient in the
 

face of narrowing profit margins. To benefit from EC entry, the fruit, vege­

table, and wine sectors will need to emphasize high quality or specialty
 

products and develop the reputation as a dependable supplier.
 

As argucd prcviously, the magnitude of the absolute price changes in 

Portugal -.ill depend on the green rate negotiated. It should be very much 
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i ?ortugal's interest to negotiaze a green rate fairly close to equilibrium,
 

not highly overvalued. 
 If not, Portugal could very easily experience a net
 

balance of payments transfer to the EC Commission from its agricultural im­

cr-: levies.
 

Structural Policy
 

Pcrtugal's agriculture, particularly in the North, is among the least
 

developed in Europe. In its entry negotiations Portugal needs to negotiate
 

a s:ructural assistance package to help develop its agriculture and make it
 

more 	competitive. 
This may also be the only means by which Portugal's agri­

clture i,. be a net beneficiary of EC accession. 

rhile this review of policy has focused more on price policy, several 

arEas in which attention appears needed are briefly listed for completeness, 

_ut with little development: 

(a) 
investment in rural education to increase the productivity of labor in
 

agriculturz and to facilitate outmigration of labor from agriculture.
 

(b) 	Investment in rural roads, communications, and marketing infrastructure,
 

particularly in the North.
 

(c) 	Stabilize land ownership rights and legitimize titles in the land
 

reform areas of the South.
 

(d) 	Facilitate combining of fragmented small parcels of land in the North
 

into economic size holdings.
 

(e) 	Expand the nonfarm employment opportunities in rural areas where hold­

ings are small and little opportunity for increasing their size exists.
 

(f) 	Increase investment in agricultural research to generate cost-reducing
 

technologies adapted to Portuguese conditions.
 

(g) 	Improve the quality of agricultural ex.tension activity, particularly
 

in terms of practical experience of extentionists to increase their
 

credibility to farmers. (Extension workers also need to take
 



information out to farmers, not wait for farmers to come 	 to thez..) 

(h) 	Reform the agricultural credit system, which appears not to be working.
 

(Restoration of confidence of investors will be necessary before much
 

investment resumes.)
 

Sueeestions for Further Research
 

After completing his review of the available analyses of the likely
 

effects of EC accession on Portuguese agriculture, this consultant concluded
 

that there are five important areas in which the available studies fall
 

short. These are discussed in turn.
 

(1) 	There 
is very little analysis of the regional implications. In each
 

region of Portugal we 
expect there will be some positive and some nega­

tive effects of EC accession. It is important to identify these and 

design policies to 
facilitate the needed adjustment. Yet Portuguese
 

agriculture is so different in the respective regions that it would be
 

meaningless to design structural adjustment policies 
on the basis of
 

national aggregate analyses. 
As point of departure, calculations of
 

the effect of adopting the CAP on value-added in the respective commod­

ities using regional technical coefficients would be suggestive of the
 

direction of resource shifts. In-depth case studies are likely to be
 

needed in selected subregions given the heterogeneity of agriculture.
 

(2) 	Most existing studies 
are very partial and ignore commodity s-:stitu­

tion effects in both supply and demand. They also ignore the factor
 

markets of the studies re, iewed. Only the studies of Brito Soares and
 

Smith include any substitution effects, and in these, they arc- somewhat
 

limited. 
 Given the very large changes in relative prices that can be
 

e::pcctfcd from EC accession, the substitution and real incone Effec:s 

will li'Kely swamp the own price effects. There appears to C:.'St very 



little empirical evidence on the magnitudes of these, particularly at
 

the regional levels. Econometric estimates of complete demand systems
 

are needed. Since a complete supply system probably cannot be esti­

mated de to the recent s:ructura] change, regional sector models are
 

needed.
 

A reasonable place to begin this effort would be construction of
 

some representative farm models. A not inconsequential gap in our knowl­

edge is in the supply response behavior of the collective and cooperative
 

farms. Some good micro analysis of what EC accession means at the indi­

vidual farm level could be extremely useful and could provide the basis
 

for extension activity and publications.
 

(3) 	VWiile there has been a great deal of commodity analysis, little analysis 

of the agronometary issues was found. In particular, the level at which. 

the green escudo should be pegled will be one of the most critical issues
 

negotiated concerning accession. Yet one finds very little recognition
 

of this fact. 'Comnmon pricing" in EC agriculture is a myth, and Portu­

gal needs to have its homework done on what green rate for the escudo
 

would be most beneficial in attaining national objectives.
 

(4) 	Almost all the analyses focus on only the short- to medium-run ef­

fects of EC accession. In the long run one expects that EC accession
 

will accelerate the rate of economic growth in Portugal. Initially
 

Portugal's relatively low wage rates should attract foreign investment
 

(assuming investor confidence is restored). This will increase the
 

capital:labor ratio, and in turn average labor productivity. Over
 

time, urban wages and per capita incomes will rise. Eventually this
 

will 	pull mort labor out of agriculture, biddin. up rural wages as
 

well. This is a normal part of the structural transformation which
 

a.-ompanies economic develepmcnt. Nev'ertheless, most EC accession
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studies have used naive trend extrapolation of income growth to project 

domestic demand. They have ignored the effect of the rising wage rate 

on the prcduc: =ix as well as on the choice of technology itself. Those 

production prozesses in which facto: proportions are most rigidly fixed 

(olives? dairy?) will become relatively higher cost and therefore less 

competitive. in the long run these effects may well be more important 

than 	the price effects. To gain insights on these effects, evaluation
 

of the factor substitution possibilities in the available technologies
 

is needed.
 

(5) 	Closely related to this, one finds little research in Portugal on agri­

cultural development per se, in particular on the sources of growth in 

agricultural output. EC assistance will be available for structural 

adjustment. Yet one finds little in the way of studies to help iden­

tify those social investments which would have the greatest social pay­

off 	in the form of more rapid agricultural development. Is it in infra­

structure? in rural education? in consolidating holdings? in agricul­

tural research? or what? The answer will likely vary by region. The
 

time is very late for carrying out such analysis.
 



OBSERVA=1OQNF ON THE ACADEMIDEAFJ NTS V'SITED
 

During my consultancy in Portugal I spent approximately three weeks in 

the Departments of Economics and Management at the University of Evora, three 

days at the Instituto Universitario de Beira Alta (IUBA) in Zovilh , and one 

week in the Department of Economics and Sociology at the Instituto Universi­

tario de Tras-Os-Montes e Alto Douro (I'TAD) in Vila Real. These three in­

stitutions and their interest and capacity for carrying out research on EC
 

accession vary significantly. Brief comments germane to this question and
 

to the secondary objective of my consultancy of advising staff members on
 

course content, research, and professional growth in general, are made in
 

this section.
 

Universitv of Evora
 

It is important to recognize at the outset that Evora's Departments of
 

Economics and Management are general, not agricultural, economics and manage­

ment departments. Their heads both have their doctorates in agricultural
 

economics, and each has one engenheiro agronomo on its staff. All other
 

staff members' training is in general economics or management, and they have
 

no specific interest in agriculture. They aspire to compete with the estab­

lished universities of Lisbon, Coimbra or Porto in turning out general econ­

omists or business managers. The economics curriculum is basically the same
 

as in the mainline universities. On paper it looks very good, even perhaps
 

too ambitious, given the virtual absence of electives in the five-year pro­

gram. The curriculum includes one course in agricultural economics for gen­

eral economists. Agricultural major.: do not take this, but they do take
 

introductory micro- and macro-economic principles and some management.
 



One Droble= of the DeTartnen:s is the low level of training cf the 

sta::, many of who-, are young and still re-a:ive>v ine::perienced. In most 

cases staff members have only undergraduate degrees themselves and have not 

taken higher level courses than those they are teaching. Some were trained 

in the ,.id-!C97's when universit:y education was virtually paralyzed in 

Portugal. I found the staff to be highly motivated and hard working. 
Many
 

rec_ nize that there are deficienzi es in their training. IMoreover, they are
 

also concerned about the tenure of their enployment in light of the rule that
 

the,- must hold a doctorate by the end of eight years of employment at the
 

University.
 

Some staff expressed interest in doing research, but few are doing
 

much. Many have little time since they are still working up class materials
 
for courses they are teaching for the first time. Library resources in
 

Evora to support agricultural economics research are virtually none:l 
tant.
 

cr examnle, the librarv contains no internaticna. "ournals. In Evora, only
 

a 1 microcomputer is available for data analysis. 
One must go to Lisbon
 

for access to library resources and a larger computer.
 

There is virtually no extension emphasis now, nor does one seem to be 

in the plans. Some interest was e:pressed ir.applied research which might 

result in extension-type circlarS or seninar; on campus. 

The Departments enjoy excellent lea6ership under Professor Antonio 

Pinhe.o--I of T'ortutoal's 3 U.'s-trined Ph.. in ,a,:rlculturalecono-ics. 

(?rofessor Luis Portugal, the Head of the na ,eTcnt Department and who has 

a Ph.D. from bcading, is on leav.'e at O.E.C.D. in P;ri, *o Pinrheiro is act­

in- hcad of that Department .) the parre to build p prorams 

wh-Ich can cc-mpete with the old ml incnvert .n- o- Par tu,' 1 , -. bst 

t.... resou.ces for staff upgr d6n." tlhrou,,'h traduc'. training will be required, 



During my fir-st wee! in Evora was afforded a considerable amount of
 

time to read and assimilate the previous analyses and reports on Portugal's
 

accession to the EC which i had colle:ted in Lisbon. 
This unanticipated
 

luxury was at leas". partialI due to a lack of communication to the staff
 

members of my availability for consultation on more 
than just EC accession
 

research. 
 in addition, my not being officed with or near the Departments
 

concerned increased the distance. Nevertheless, by the last week in Evora,
 

I had a substantial amount of interaction with the staff members.
 

Throughout my visit to Evora my main counterpart concerning research 

on EC accession, beyond Antcnio Pinheiro, was Antonio Covas. Covas is a 

very well informed young man on EC issues from whom ! learned a great deal. 

He has considerable general insitu:icn _ and legal knowledge of the E.C.
 

7 went to Evora expecting that he would be the staff member from there to
 

come to Purdue for short-term traininz with me in the fall of 1981. However, 

it became apparent in our conversations that he had his heart set on going 

to the Free University of Brussels for a graduate degree and was not inter­

ested in coming to the U.S. for short-:erm training. So, only in the last 

days of my stay in Evora did I line u: Leonor Carvalho to instead.come 


hile she had no experience in workins on EC questions, her stronger econom­

ic analytical and quantitative skills make her a bette. choice as researcha 

collaborator.
 

Another useful contact was with Dr. Lopes Figuereiro of the Regional
 

Planning Office in Evora, who 
came to mcet vith re and several staff members
 

to discu.;s ;:ossible refearch on the effez:s of EC accession on that re.Ion. 

He appeared penuinely interested in ciciting coll-boratic. with the Univer­

sity on this subject. 
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M1Y visit tc the ZUBA in Covilha lasted only 2 working days, so my in­

volvement there beyond giving a seminar was limited. I did have very good 

discussions with the Reitor, Professor Passos Morgado, and several of the 

Staff members.
 

The IUBA has two areas of study, textiles engineering and management.
 

The textiles engineering program is unique in Portugal and appears to have
 

its niche well established. However, I would expect that the management
 

program will have difficultics competing with the recent proliferation of
 

management programs around the country, particularly those receiving foreign
 

assistance, e.g., the New University of Lisbon's Wharton School link through
 

a USAID grant.
 

While the IUBA has no explicitly agricultural programs of study, I
 

found considerable interest in research on international trade in textiles
 

and agricultural products of the region, especially in the context of EC
 

entry. The regional development implications of EC accession were high on
 

people's consciousness in Covilhi, including what adjustments these two in­

dustries would have to make to compete in the E.C.
 

Vile Real
 

If I sensed that more time than necessary had been allocated to my 

stay in Evora to achieve the objectives there, too little was allocated to 

my visit to the Department of Economics and Sociology of the ZUTAD in Vila 

Real. I was literally run ragged in the five working day. there, whose ac­

tivities included: visits to agricultural processing firms in two differ­

ant parts of the rtgiono individual consultation with every staff member in 

the Department, and presentation of a two-day symposium on EC accession for 
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70 participants frc. the university, producer groups, the regional planning
 

agency, and the l'inistry of Agriculture. After being received with some
 

indifference in Evcra, this final week spent in Vila Real was exhilerating.
 

I fcund the :'.'TAD staff to bL enthusiastically co-z.itted to the land 

grant philosoph'y of interlinked teaching, research and extension actidties. 

While officially a general economics and sociology department, there is a 

strong coitment to contribute to solution of agricultural proble-s of the 

region through training students from the region, doing applied research on 

regional problems, and e::tendin; the results tc the broader public. .here 

is activity going on on all three fronts. As in Evora, Vila Real's staff 

has the sa-c type cf needs for graduate training. 

On E.C. accession issues, the principal person in Vila Real is Colaqo 

de Rosario, a veterinarian by tranin, working in the area of cooperatives. 

He is well informed cn EC rattcrs and has good ties vith producer groups. 

Rather than research issues, my focus in Vila Leal war to help in the 

extension area by putting on the EC accession synposiu. In a nse, this 

was a demonstration of an extenscn technique for the staff ar. I'mr, 

sure they' could have done the sane tl ine- probably bett er, but lacked the 

e::pei ience and/or tof-confidcnctry Prior to the .- oluz thc'to it. 


ed Kh.reacce!:!:c:;
had asse7-,n an .sivc IIIrur' 1C I!terature (r(.lyv the 

best ccliection ,nt lac, t:at , Vh!lC in icrtuiAl) . "h'y are v'l­

equipped for c,.a:t.t , or-::-:.applied re.-'earch on agricu.tural Aspects 

of E.C. accef;rion. 



Ft'L'M PLAN'S 

At the end of my consultancy inEvora, arrangements were completed 

for-bnorCarvalho to-c-66atbt fhi8i iiiser to work 

with me on designing a study of the implications of EC accession for Alentejo 

agriculture. Itishoped that this work~ might have the double benefit to her 

of evolving into her doctoral thesis. 

In terms of my own research on Portulese policy, a r.nu cript is in
 

progress with Garry Smith comparing the predicted effects of accession using
 

effective protection analysis versus a sector simulation model. 'Wehad
 

p1''ined to bid on the PROCAIFER agricultural policy subproject which would
 

have been highly cotplemeatary to these activities. Hoever, O!CD's deci­

sion to go sole source wt'hout everadvertising for proposals ruled that out. 

The consultant still has considerable interest in working on Por isues 

policy, but with University resource constraint. being what they ae, a
 

shift to other countries for which research resources are a ilable vas
 

dictated.
 

Vile Real excpressed interest inmy return in1982, and Evora has a 

repeat visit on Its longer term work plan. For blocks of time of one mouth 

or more. it is necessary to set the dates scheduled reasonably firmly at 

&least in advance, as my calendar tends to start tilling up atsix months 

least that far Inthe future.
 


