58 OCTOBER 19,2017 | WWW.PRODUCER.COM | THE WESTERN PRODUCER

SPECIAL REPORT

NAVIGATING

HARD BREXIT

That describes what will
happen if the U.K. and EU
fail to reach an agreement
by March 29 2019. Britain
would revert to World
Trade Organization tariffs
on imports and exports

to and from the EU rather
than the zero tariffs
granted to member states.

The split could run into
obstacles, such as an
election in Germany with a
possible leadership change
or coalition government.

That could delay the
European Council from
moving ahead and EU
negotiators have said

an agreement must be
reached by October 2018
to leave time for the
member states to
endorse Brexit in

their own parliaments.

Calgary-based Western
Producer reporter Barbara
Duckworth was in Britain
recently and spoke

with farmers and policy
makers about Brexit

and what it could mean
for the country’s
agricultural industry.
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Will agricultural interests make it through?

N THAT understated English
way, Brian Lear describes
Brexitasa “bitofamess.”

The English beef producer
wonders where agriculture sits on
the agenda as negotiators work
through the tangled web of details
involved in separating the United
Kingdom from the European Union.

He wants to know about possible
tariffs, currency volatility and
potential competition from lower-
costproducersin other countries.

However, little information is
forthcoming from EU headquar-
tersin Brussels.

“There will be a place for beef
producers in this country, you just
have to be one of the efficient ones
isthewayIlookatit, because every-
thingis out control,” he said in an
interview at his farm at Aylesbury
in central England.

Theloss of control troubles farm-
ers in the Republic of Ireland and
the United Kingdom as they watch
the biggest divorce since Henry
VIII discarded his first wife in
favour of a younger woman. Like
that acrimonious split there was
upheaval, uncertainty and change
forced on an unprepared nation.

In fact, some of the Brexit negoti-
ation tactics are referred to as
Henry VIII clauses where ministers
change laws and regulations with-

WHAT’S AT STAKE: EXPORT MARKETS WORTH BILLIONS

out consulting parliament.

Agriculture is a low priority as
both sides debate the future of the
40-year-old economic union that
has integrated human rights law,
trade, regulations, food production
and culture, said Irish farmer
Angus Wood.

A cereal and livestock producer
from County Wicklow near Dublin,
Woodisalsoontheboard oftheIrish
Farmers Association and isin tune
with developments as officials trade
barbs in the media without provid-
ing details about how businesses
mightbe affected in the aftermath.

He wonders what the U.K. hopes
to gain from thisupheaval.

“The U.K. is starting from a posi-
tionthatanyoneelsewould hopeto
finish on, areally good deal.

“They can’tgetbetter than where
they are at the moment. They have
free access to 500,000 European
consumers, free movement of
people,” hesaid.

Bornin1971,hehasnever known
life outside the EUbuthe knows the
Irish stories about poverty, a low
standard of living and farmers
immigrating to Canada, United
States and Australia.

“Prior to European entry, Ireland
wasn’ta very good place to live. It
wasn’t easy to be in Ireland and
Europe has been very good to Ire-
land,” he said.“People forget that.
The European Unionis probablyat
the forefront of workers’ rights,
humanrights, climate change and
the kinds of things people take for
granted now. The European Union
isnotabad placetolive”

Gavin Dick of Scotland said the
effects may not be known until the
breakis complete. Things mightbe
better in 15 years, but those living
through the change may have a con-

siderable adjustmentahead ofthem.

Dickisthe manager of the cereals
and oilseeds division with the Brit-
ish Agriculture and Horticulture
Development Board. The organi-
zation represents all commodities
except poultry and collects farmer
levies to support education, mar-
keting and research.

The lack of information is trou-
bling as the organization tries to
provide farmers with possible sce-
narios and business plans to help
them survive a post-EU world.

“We are delivering forests of
paper butin those forests of paper
there is not a single action that a
farmer canreacttofromabusiness
perspective,” he said atthe Scottish
Rural Centre outside of Edinburgh.

A deciding vote

The British decision toleave the EU
blocfollowed aJune2016referendum
when51.89percentoftheBritishpub-
licvoted to leave. Most of Scotland,
NorthernIreland andregionsaround
Londonvoted toremain.

British Prime Minister David
Cameron resigned when the vote
waslostand TheresaMaytook over
and quickly called another election
leaving her Conservative govern-
ment in a minority position, but
she promised to honour the refer-
endum decision.

Separationisscheduled for March
29, 2019. The British government
repealed the European Communi-
ties Act of 1972 in September. Fol-
lowing that, May asked for a two-
year transition period and a com-
mitment to keep paying 10 billion
poundsayear to the EU until 2021.

It was hoped to be a conciliatory
offer but Donald Tusk, president of
the European Council told report-

ers, “We will discuss our future
relationswith the U.K. oncethereis
so-called sufficient progress,” he
said. “I'would say there’s not suffi-
cient progressyet.”

The National Farmers Unionrep-
resenting 55,000 producersin Eng-
land and Wales did not anticipate
the referendum outcome. It
advised farmers to stay.

There was little information
beforehand andinthe daysleading
up to the vote, it became a divisive
issue, even within families, said
Minette Batters, deputy president
of the NFU and a beef and lamb
producer from Wiltshire.

“The government was so ada-
mant it wanted to remain, the way
thedebatewashandled, itgotmore
and more toxic the closer we got to
thevote,” shesaidinaninterviewat
NFU headquarters at Stoneleigh
Parknear Warwick.

More farmers voted to remain
than leave but there is a general
agreement about why the vote
went the way it did.

“Itwasallabouttakingbackcontrol
of our own democracy, our own bor-
dersand we canbuild a future inside
theU.K.,” Batters said.

“Thereareadvantagesand minus-
es in being part of Europe for 40
years. Onthefoodsupplyithasbeen
good goinginwith tax-freeaccessto
500 million people. Ithas been very
good to the U.K. and very good for
Europe,” she said.

“Politically, it has deferred all the
decision making to Brussels. The
fact that we don’t have any food
policy hasn’t mattered because we
trade with Europe and the rules
have been set by Europe and inter-
preted by us,” she said.

CONTINUED ON NEXT PAGE %)

us. $3,163
Hong Kong $567

UAE $534

Canada $499
Australia $493
China $l|.73
Singapore $463
All other $5’510

non-EU

$11.7BILLION

Value of United
Kingdom exports
to all countries in
2016 ($millions)

£1=$1.664 Cdn.

Total all EU:

$3,190 France

$1,784 Germany
$1,358 Spain
$830 Belgium
$740 Italy

$471 Denmark
$2,365 All other EU

Source: Agriculture & Horticulture Development Board

$17.8BILLION

$4,856 Irish Republic

$2,158 Netherlands

In 2016, Ireland
\ exported food and
h drinks worth

$16.5

BILLION CDN.

180

MARKETS
WORLDWIDE

international

1€ = $1.664 Cdn.

31%

exported to

markets

MICHELLE HOULDEN GRAPHICS



SPECIAL REPORT

THE WESTERN PRODUCER | WWW.PRODUCER.COM | OCTOBER 19, 2017

59

Minette Batters of Wiltshire, England, is a beef producer and deputy president of the National
Farmers Union, representing 55,000 members in England and Wales. She raises registered Herefords
and has a herd of Simmental-Angus commercial cows. | UK NATIONAL FARMERS' UNION PHOTO

The government promised to
release amade-in-the-U.K. agri-
culture policy nextyear.

“So, the challenge is now is to
position where agriculture sits
with government. Thatisnomean
task because in their eyes we can
afford to import our food from
anywhere in the world,” she said.

Batters, who raises pedigreed
Herefords and a has a commer-
cial herd of Simmental-Angus
cross cows, is examining her busi-
ness plans. She needs to know
how she might market her calf
cropin2018and 2019.

“Itis bizarre. We don’t know if
we are trading with Europe or not
and that s the craziness of all of
this,” she said.

She anticipates more consoli-
dation offarms and some farmers
may quit. The red meat sector
could be amongthe hardesthit.

There are opportunities for
expanded trade in dairy, but the
U.K.isinshortsupplyoflamband
beef. Cheaper imports could
flood in and force domestic live-
stock prices lower.

“If we have full and unrestricted

access to the European market,
we will be protected. If we do not
achieve a deal with the EU, we will
be trading with the rest of the
world”

Consumers say they support
British products but often price
trumps loyalty, she said.

The British government has
committed to continue farm sub-
sidies until 2020 and many
depend on thatmoneytolive.

Farm debt at record high

Farm debtis atarecord 18 bil-
lion pounds sterling.

“Some of that will be on-farm
investmentbutalot of itis people
borrowing moneytolive on.”

Like many farmers, she also
depends on hired help.

Thousands of workers from the
European Union cometo the U.K.
everyyear to workin processing
plants, hog farms and horticul-
ture. Many meatinspectors come
from Spain.

A system of work permits to
bringinlabourisunder consider-
ation but under the current cli-

THE UNITED KINGDOM IS RELIANT ON MEAT IMPORTS

mate many of these people have
decided toworkelsewhere. Many
arepaidlessinthe U.K.because of
theweaker currencyand manydo
notfeel welcome in Britain.
Politicians may also take farm-
ers and food production for
granted. Most voters are urban
and the Conservative cabinetis
less interested in agriculture and
ithaslimited trade experience.
“The main proportion of MPs
areurbanandtheirworriesarethe
benefits system, education and
the national health system and
farmingis taken for granted, real-
ly. Itis always available 24-seven,
youcanalwaysbuyfood,” shesaid.
Paul Hogan, European commis-
sioner for agriculture and rural
development, said if there are
uncertaintiessurroundingtherules
of Brexit, then blame can be laid
solelyatthe doorsteps ofthe U.K.
“In my view, and in the Europe-
an Commission’sview, the U.K.is
responsible for this. Theyvoted to
leave and itis up to them to come
up with the answers,” he said.

barbara.duckworth@producer.com

THE AFTERMATH

So what happens next?

Frustration grows in Britain’s farming community
while the government works on new policies

BY BARBARA DUCKWORTH
CALGARY BUREAU

OR MANY farmers in the
FUnited Kingdom, the after-

math of succession from
the European Union could be
nicknamed Nexit.

The decision to leave the
40-year-old relationship in 2019
has left many people in agricul-
ture swimming in a sea of uncer-
tainty as everything from farmer
payments, labour availability,
regulations, tariffs and border
controlsisup forreview. Nooneis
sure what happens next.

At this point, the U.K. govern-
ment decided to “lift and shift”
and transferred all the EU legisla-
tion to U.K. books. Regulations
and laws will be reviewed over
time.

“It is more complicated than
peoplethinkitis,” said Peter Hard-
wick of the Agriculture and Horti-
culture Development Board
(AHDB), an umbrella organiza-
tion for British commodity groups
supported with farmer levies.

Head of international market
development, Hardwick and oth-
ers know past trade deals take
years to settle before goods start
to flow freely. Part of the frustra-
tion is a lack of clarity about the
end goals.

Conversely, the EU has given
theimpressionitdoesnotwantto
concede too much for fear of
encouraging other members in
the 28 countryblocto leave.

Many people blame the initial
dispute over immigration policy
where the U.K. had to accept
moremigrantsthanitwantedasa
member of the European Union.

Under a new agreement Britain
hasindicated itwantsto continue
with the four freedoms of move-
ment for goods, services, capital
and labour. The EU responded if
Britain wants free movement of
goods it must accept free move-
ment of people aswell.

Ultimately the corporate world
may settle disagreements as the
big retailers challenge govern-
mentsaboutguarantees of consis-
tent supply, food standards and
keepingfood pricesreasonable.

“The one thing governmentwill
not want as a result of Brexit is
higherfood priceswhichisslight-
ly different from protecting agri-
culture. It may actually be the
opposite,” said Jim Davies, head
of the marketing and communi-
cations arm of AHDB.

The British government has

promised an agriculture policy
nextyear tailored toitsownneeds
rather than requiring balance
and approval from the other
members of the EU.

But frustration is growing with-
in the farming community with
what it sees as inaction from the
department for environment,
food and rural affairs.

“We can ask questions of
(Department for Food and Rural
Affairs), which you would imag-
inetheyshould be able to answer.
Itis quite a frightening situation,”
said Rob Burns, head of crop
exports for AHDB.

“At the moment we have trade
agreements through Europe that
covers 300 commodities for
import and export, tariff free. No
one knows what is going to hap-
penwhen that fails,” said Burns.

“The politicians are in such a
mess. Theywill probablyjust take
on board everything they possi-
bly can and keep it as itis. Itis
much simpler, not only dealing
with Europe but with other coun-
tries,” he said.

The U.K. and Ireland are proba-
bly the closest trading partners
within the EU and both sides have
alonglistofquestions aboutwhat
happensnext.

Since the Brexit vote, the pound
sterlinghasweakened 15 percent
against the euro. Ithas made U.K.
exports more competitive, but
created tension for Ireland
becauseituses the euro.

“Brexitis already havinganega-
tive impact on the value of agri-
culture and food products and
our exports to the U.K., princi-
pally as aresult of depreciation of
sterling,” said Paul Hogan, Euro-
pean Commissioner for agricul-
tureand rural developmentatthe
Agricultural Science Association
75th conference at NAAS,

Ireland. An Irishman working
for the EU, he is opposed to the
U.K. decision.

Businessperson Niall Browneis
also frustrated. He is chief execu-
tive of Dunbia, an Irish meat pro-
cessingfirm thatprocessesnearly
one million cattle and 2.6 million
sheepinIreland and the U.K.

“Weknowweare sufferingmajor
currency volatility but apart from
that, we are in an information
vacuum, which is being fueled by
unnecessary and unhelpful spec-
ulation. We do not have the detail
tomakebusinessdecisionsinrela-
tion to Brexit,” he said.
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What would happen to U.K. farms if ALL supports were removed?

Farms Able to Income Income Income
unable to survive but positive but positive, above costs,
survive would suffer  insufficient to farms with — farms with
financial invest & good good
distress modernize prospects prospects
All farms 20% 23% 38% ﬂ
Dairy [:}38% 16% 62% 6%
Livestock 53% 20% 10%
Mixed farms [EbLA 30% 28% 28% I
crops 28% 19% 32% A
Horticulture 18% 50% 32%

Source: Agriculture & Horticulture Development Board
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THE THREE SCENARIOS

These are the trade scenarios
that have been and studied to see
how commodity prices would be
affected in the U.K. after Brexit:

1. Under a bespoke free trade
agreement, the U.K. retains
tariff and quota-free access to
the EU (and vice versa). The
U.K. maintains the EU tariff
structure to the res of the world,
and pays a 5% trade facilitation
cost on UK-EU27 trade.

2. Under the WTO default option,
the most favoured nation
(MFN) tariffs are applied to
imports from the EU. Tariff rate
quotas from third countries are
retained. MFN tariffs are applied
to U.K. exports destined for the
EU. No changes are made to the
tariff structure for exports to the
rest of the world, and the U.K.
pays an 8% trade facilitation
cost on UK-EU27 trade.

3. Under a unilateral trade
liberalization, zero tariffs are
applied on any imports to the U.K.
MFN tariffs are applied to U.K.
exports within the EU. No changes
made to tariffs for exports to the
rest of the world. The U.K. pays
an 8% trade facilitation cost on
UK-EU27 trade.

Percent change in UK commodity
prices under each scenario:

#1 #2 #3
Beef +3% +17% | -45%
Sheep -1% -30% | -29%
Pigs 0% +18% | -12%
Poultry 0% +15% | -9%
Milk/dairy | +1% +30% | -10%
Wheat -1% 4% -5%
Barley -1% -5% 1%

Source: University of Missouri

trade deal at the end
of this, possibly there
would be no need for
any kind of a border

» CONTINUED FROM PAGE 59

“Any disruptions to the current
supply chain have very negative
consequences for farmers, for con-
sumers, business and indeed for
the wider EU community,” he said.

Many U.K. farmers have not paid
attention in the past but may have
tolearntowatch currencies aswell.

Their farm support payments are
in euros and it may get their atten-
tioniftheyreceiveless money, said
Gavin Dick of the AHBD cereals
and oilseeds division.

“There are individuals who pay a
lotofattentiontoitand useitto their

‘ well-thought.but‘ T —

GAVIN DICK
AHBD CEREALS & OILSEEDS DIVISION

advantage to sell by, but for the
majority offarmersitdoesnotcome
across their horizon,” said Dick.

Immigration policy may have
ultimately been a major cause of
the vote to leave the EU, but the
farm sector needs thousands of
workers for horticulture, dairy,
porkand processing. Most of those
workers come from Eastern Europe
and there are signs fewer are will-
ing to come to the U.K. under a
cloud of uncertainty.

“This is a unique situation,” said
Hardwick.

“The argument the EU makes is
people camehereingoodfaithand
their rights should continue to be
guaranteed under the legal frame-
work under which they arrived

here,” said Peter Hardwick.

Soft fruits are an important crop in
Scotland and England where straw-
berries, raspberries, black currants
andblueberries are grown forthelocal
freshmarketaswell as processing.

Labour shortages have cast a
shadow over commercial growers’
prospects. Some growers had to
abandon some oflastyear’s harvest
because of the labour shortage.

“The bulk of the specialist grow-
ers would typically bring in over
300 migrant workers at the peak
times. Out of that 50 or 60 would
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work here year round,” said Dick.

Abattoirs have a unique problem
because manymeatinspectors are
Spanish and once the U.K. leaves
the EU, they will have to train their
own staff. Abattoirs also employ
large numbers of foreign workers,
mostly from Poland.

NCE THE DIVORCE is
O complete, the U.K. will

have its own standing in
the World Trade Organization. It
needs to setits own tariff schedule
and must notify the WTO. It would
likely follow the EU tariffs already
inplace.

The agriculture departments of
England, Wales, Scotland and
Northern Ireland commissioned a
study on post-Brexit trade alterna-
tives. Conducted by the University
of Missouri, three different sce-
narios were modelled and con-
cluded changes in trade flows
would have important conse-
quences on U.K. commodity pric-
es, production and domestic agri-
culture polices.

The study examined the conse-
quencesofafreetradedeal, nodeal
with the EU and trade liberaliza-
tion with the world.

Itconcludedthebestthe U.K.could
hopeforis afree trade agreement
with the EU. Itwould retain tariffand
quota-free accessto the continent.

Ifthe U.K. doesnotmanage a free
trade agreementwith the EUbythe
time itleaves, Europe must apply
the same tariff on U.K. goods as it
does to all other WTO members.
This could be punishing for agri-
culture because the duties for
many products is high, depending
on the commodity.

The University of Missouri pre-

dicts serious consequences for the
livestock sector with higher con-
sumer prices and the opportunity
to bring in cheaper products from
low-cost producing countries.

For example, beef and cheese
prices would go up because the
U.K.isanetimporter, while a com-
modity like barley would go down
becauseitis anetexporter.

If tariffs are in place, a physical
customs border must be estab-
lished between the U.K. and the
EU, including a barrier for inspec-
tions between Northern Ireland
and the Republic of Ireland.

British Prime Minister Theresa
May said she wants a frictionless
customs arrangement and a free-
trade dealwiththe EUto preventthis.

Decidingwhether thereshouldbe
asolidborderbetween the Republic
ofIreland and Northern Ireland is a
contentiousissue. Therearenobor-
der controls at present.

“If there was a proper, well-
thought-out trade deal at the end of
this, possibly there would be no
need for any kind of a border issue
butalotofthis depends onwhatthe
UK. decidesitreally, really wants,”
said Irish farmer Angus Woods.

Another problem is the lack of
border controls and infrastructure
between the U.K. and EU because
there are no physical customs
inspection points. These would
need to be built atkey crossings.

“Today through the portof Dover
and the Channel tunnel, in ayear,
four million vehicles travel
through that corridor. There is a
vehicle every eight seconds and
that is only possible because
vehicles don’t stop. There is no
need and nor is there any provi-
sion for a border post to be there,”

Asmembers of the EU, British farmers are entitled to farm subsidies and
follow European farm policy crafted in Brussels through the Common
Agriculture Policy. Beef, sheep and cereals are dominantindustries but
analysis shows fewmake a profit on their own, so farmers depend on
subsidies and diversification to survive.

PHIL BICKNELL

AGRICULTURE AND HORTICULTURE
DEVELOPMENT BOARD

said Hardwick.

No one wants lengthyvehicle line-
ups atinspection points. If an eight-
second stop morphed intoaminute,
there would trafficjams for miles.

The British government pub-
lished a paper about customs
arrangements thatmaynotbe prac-
tical but they realize there are tech-
nical ways like electronic tracking
and payment oftariffs at the point of
dispatch to clear customs.

The EUpridesitshigh animal wel-
fare and environmental standards
soitislikelythe U.K.will continue to
follow those in order to continue
trading on an equal footing.

Many of the standards are notnec-
essarily comingfromthe EUbutfrom
retailers, who have made specific
demands of suppliers. U.K. retailers
willnotreverse those standards.

However, regulations lifted from

the EU must be rewritten for the
Britain’s purposes.

Some aspects are straightforward
and anything called a directive is
already transposed into U.K. law.

There are two types of regulations.

Operable regulations do not rely
on European regulatory authority
to operate and monitor it. Regula-
tions like the domestic auditing of
plants are an example.

Inoperable regulations like the
Veterinary Medicines Directorate
were under the EUsystem thatcon-
trols the approval of veterinary
medicines across the union. There
isno U.K. veterinary medicine
directorate so one must be created
or agreed upon during a certain
period of time so it can continue
operating under the European
equivalentagency.

As members of the EU, British
farmers are entitled to farm subsi-
dies and follow European farm
policy crafted in Brussels through
the Common Agriculture Policy.

“Ifwe arenotmembers of Europe
anymore we won’t have access to
the Common Agriculture Policy
and then whathappens?” said Phil
Bicknell with the Agriculture and
Horticulture Development Board.

Beef, sheep and cereals are domi-
nant industries but analysis shows
few make a profit on their own, so
farmers depend on subsidies and

diversification to survive.

“The positive from an U.K. per-
spectiveiswe have gotan opportu-
nity with Brexit to develop a farm
policy that works and fits,” said
Bicknell.

AHDBhasresearched agriculture
policyframeworks from otherparts
of the world like Canada, United
States, Australia and New Zealand
to crafta model that works for Brit-
ishfarmersworkingadiverseland-
scape atdifferentlevels of sophisti-
cation and technology.

“Government policy always seems
to be a step behind whatisneeded.
Thelast common agriculture policy
reformsfocused quitealoton green-
ingthe policywhen the biggest chal-
lengefacingtheindustrywasaround
volatility,” said Bicknell.

The U.K. government has prom-
ised to continue payments until
2020, but no one knows what to
expectafter that.

The CAP paid for production but
gradually payments were adjusted
with thelatest permutation expected
toattachasubsidyto environmental
careand services.

This is more palatable to taxpay-
ers who complain about paying
farmerswhen thereisalready pres-
sure on services like health care
and education.

barbara.duckworth@producer.com

ARE YOU
READY TO

VOTE?

SASKATCHEWAN

pulse

Growers

5 Sask 2 \Wheat

DEVELOPMENT COMMISSION

MAKE YOUR VOICE
HEARD IN THE
UPCOMING ELECTIONS.

The time to vote for your farmer
directed board starts October 24.
You will receive your voter package,
which includes your unique voter
number, in the mail shortly.

Visit each organization’'s website
below and use your unique voter
number to cast your vote.

¥ saskpulsevotes.com

% saskwheatvotes.com
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