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A. Agriculture Economics and
Mechanization

1. Among all those who concern them-selves
with the problems of agriculture, there are
many who still feel that an answer has yet to
be found to the question of whether or not
farming should be considered an integral part
of an economy, to all intents and purposes
subject to economic laws, or whether it should
be regarded as entirely independent and,
therefore, not governed by those laws. The
question is an old one that crops up every ti-me
problems in the industry call for new methods
to solve them or do not come within the logical
patterns normally applied.

The answer, with which | personally agree,
is that the development of the farming industry
cannot be tackled, any more than can that of
those areas that pro-vide its inputs, such as
mechanization, un-less we bear in mind that
agriculture is in every respect part and parcel of
the economic system in all its complexity. The
fact that farming presents certain features that
make it different from other industries, largely
due to the biological substrate on which it
operates and with which in interacts, is not
sufficient to divorce it from general economic
principles. In other words, it is not an
anomalous sector, governed by special
standards, but merely one of the many factors
that go to make up an economic system.

Once we accept this premise, there follow
from it various consequences that will become
evident as we attempt to trace the scenario
within which, in my opinion, agriculture, and
therefore mechanization in that industry, is
likely to develop in the near future.
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2. Mechanization has been one of the main
driving forces behind agricultural progress, and
its function has, in the course of time,
developed more and more, hand in hand with
changes in the industry and in the economy as a
whole.

Initially seen as a means of replacing labour
with machinery, the introduction of machines
in farming is therefore essentially comparable
to what happened in other sectors.

Seen as a production factor, machines may be
regarded as a capital asset, no less than natural
resources, the land, labour, or managerial skill;
and the pattern that emerges from this is a very
simple one, though it makes it possible to
pinpoint so-me important features. However, it
must be borne in mind that the considerations
we shall be putting forward may often pre-sent
— in a contrasting, indeed at times
contradictory way — two distinct levels, the
micro — and the macroeconomic, each
generating its own line of argument, and that it
will therefore be necessary to make an effort to
reconcile the two approaches.

3. An initial aspect is the replaceability of
labour with capital equipment. To so-me degree,
and depending on the type of production
technology employed, on the aims and on the
constraints, labour may be replaced by such
equipment, while production remains constant.
As regards the production system, this result is
achieved through the optimization of
production  factors, both in individual
companies and in the industry as a whole; but it
may pose a series of problems externally, due
to interaction with the rest of the economy, as
previously mentioned. From this it follows, for
example, that there are certain behavioural
patterns that at times appear to be inexplicable
from the point of view of corporate efficiency.

For instance, we have the over-mechanization
of many farming companies, which acquire
machinery, based not on the average use they
make of such equipment, but on peak
requirements arising from speci-



fic operations or certain junctures in the
production cycle.

Outside the farming industry and within the
context of the rest of the economy, we
encounter all the complex problems associated
with the mobility of labour and its tendency to
gravitate towards more remunerative and/or
less arduous employment.

Thus, there is an overall shrinkage in the
agricultural labour force, both at individual
farms and in the industry as a whole, so that
plans have to be made to replace manpower
by machinery.

4. Another point that emerges from this line
of thought is that, since machines are a capital
asset, they are also, for those who use them, an
investment. Thus, the economic situation may
be responsible for inducing  farming
entrepreneurs to bring for-ward or delay
replacement of their machinery and equipment
in the light of purely financial advisability,
rather than for technical reasons or to optimize
production. Hence we may find the narrow
view of capital expenditure running counter to
operating efficiency, and the decisions taken
by the farming industry in given situations may
also be interpreted as the sum total of
individual decisions. For example, during the
years when, throughout the European
Community, inflation was the dominant
economic factor, especially after the second
oil crisis at the end of the seventies, the drop
in disposable income, on the one hand, and the
need to invest any money capital available, on
the other, resulted in decisions for which there
cannot be any other explanation.

5. Then there are the technological aspects.
Capital equipment has, of its very nature, a
high technology and innovation content.
Moreover, in the area of agricultural
mechanization, this fact has, throughout the
past and right down to re-cent times, been
strikingly evident. Currently, however, it
somewhat receded in-to the background
because of sensational developments in the so-
called biotechnologies, on the one hand, and
equally rapid change in information
technology, on

the other. This innovatory function of
technology has a twofold effect, both as an
agent of internal change and as a means of
adaptation to external developments. Thus, at
the same time, it directly affects the need for
innovation in other industries — suffice it to
remember biological re-search aimed at
obtaining produce that will stand up to
mechanical harvesting — and stimulates
reaction to changes taking place in the
biological and chemical fields etc.

We may therefore conclude that the technology
content of capital is likely to influence production
techniques, and therefore the relationship with
other inputs, production structures, and
corporate organization at the "micro"” level, as
well as, in the final analysis, the whole agro-
industrial system on the macro-economic scale.

B. Scenarios

6. The ability to adapt and, even more, the
degree of response to the interactions that
develop with the rest of the agri-cultural
system, are a key factor when it comes to
analyzing the relationship between the
economy and agriculture.

This is even truer and more important at the
present stage of development of the industry, in
which the speed of change and the economic
turmoil, once typical of other sectors, now
seem also to have be-come a feature of
farming, thus causing a shock reaction in an
industry that used, traditionally, to be much
slower to deve-lop. It is therefore worth trying,
very quickly, to pinpoint the main factors in
this present stage of agricultural development,
bearing in mind that these will only give us
brief summary indications. For a more
complete analysis of each individual aspect we
shall have to consult the voluminous literature
on the subject.

7. Since half-way through the eighties, the
farming industry has been having to face up to
a problem rarely known in the
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history of mankind. For, in the past, the main
purpose of agriculture was to pro-duce
sufficient food to meet man's growing needs.

That meant having to deal with shortages.
Nowadays, however, with the exceptions to be
mentioned later, the problem would seem to be
just the opposite: in other words, the problem of
managing and agricultural system characterized
by plenty. Of course, it has to be remembered
that, taking the world as a whole, there are vast
areas whose inhabitants are affected by
malnutrition or famine, while excess
production are a feature of the industrialized,
that is the richest countries. Thus there exist,
side by side, two totally different situations
that nevertheless continuously interact: one of
insufficient sup-ply and the other of excess. The
prospects for this awkward relationship are
uncertain; yet undoubtedly, at least as regards
the industrialized countries and that part of the
world that is able to pay for its requirements,
the problem of a fair part of the nineteen
nineties will probably continue to be how to
manage surpluses.

Confronted with this problem, which should
perhaps more correctly be restated as the
flexible management of agricultural production,
the customary economic policy measures are
entirely ineffective, and reorganization of the
system is required — for it is from this
situation that most of the farming industry's
difficulties stem.

8. The worldwide imbalance as between
supply and demand in the area of farm
products may be said to be due in part to
traditional aspects of agricultural production,
which has always been marked by fluctuation
and which, for that very rea-son, is a
phenomenon that is liable to change.
Nevertheless, it is also partly the consequence
of overproduction by the system. Indeed, this
fact was borne out at the EEC, when
production quotas were introduced to reduce
milk surpluses, the undesired result of which
was to create, first, a beef, and then a grain
glut. This
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explains why it is best to deal with the problem
as a whole, rather than by partial re-medial
action that only shifts overproduction from one
area to another. The short-term effect may
well be to enable subsidies to be cut, but
nothing will have been done to solve the
problem of agricultural  surpluses in
industrialized countries, which is of a
structural rather than episodic nature, or an
economic trend.

9. The situation is perhaps more serious
than in the past because of the simultaneous
occourence of certain phenomena. Above all,
changes are taking place in the demand for
agricultural food products. The phase during
which per capita consumption increase has
come to an end, while the phase in which
demand has depended on precise qualitative
aspects such as protein and fat content,
appearance, size, etc., is also drawing to a
close. At the present time, demand is
concentrating on a different kind of quality,
such as the naturalness or health-giving
properties of food, associated with the
concepts of fitness and health, already
recognized and well-known on the markets of
the USA, Germany, or Great Britain; or, again,
the-re is the trend in favour of "ecological” or
"biological” foods, with all the ambiguities
that such definitions may involve. Because of
the halt in population growth and per capita
rates of consumption, there is also a tendency
for demand to cease to grow in quantitative
terms, while a different type of demand is
taking shape that will have repercussions on
production methods, and therefore on the
technologies employed and the quantities
required.

10. A similar trend is followed by another type
of demand, directed at agriculture by the
consumer, which no longer calls for goods or
foodstuffs, but environmental services, open
spaces in which to spend leisure time in other
words, "naturalness” in this sense. The main
phenomenon here is therefore growing
ecological sensitivity, a fact that cannot
simply be dismissed as a passing whim, but
must be treated as part of a development that



