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- Recbgﬁising the vital role the CAP has played in the A

The European Parliament,

format;ge Stages of the BEC}

- Recognisﬁﬂb*the v1tal fhtesest of the Commupitye . =" -
‘ maint:aming an open world. Arading system, :

- Recognlslng in partlcular the rale of the CAP in assastlng
social. change to, occur and in easing the transition from
a. ruxal xo an urban and: 1ndustr1a1 economy;

= Recognlsing the importance attached by Member states t@

L

the maifitenance of political stability; . ”y

- Recognxa;ng the role the .CAP must play in contrlbutlng

towards the malntenance of economic vitality in the
L%

rng.Ons, but accepting that the CAP is not eapabie by
ltself of. guaranteelng such vitality;

- Believing that the fundamental problém of the CAP is the
requlrement imposed upon it to meet diverse and sometimes
‘conflicting objectlves through the use of a single
‘prlnclpal instrument of management - namely central prlce
fixing; . :
- Believing also that because of the liﬁitationsfqn EEC
financial resources, and because of the natural productivity
of agricditdre, dependence on the single mechanism of price
is no longer capable 6f fulfilling the obllgatlons placed
on ' the CAP by the Treaty of Rome, 1ncluding the  maintenance :
‘of agricultural incomes;

- Belleving that it is essentiai to distinguish bétween the
¢ budgetary and the economlc cost of the.CAP when formlng :

i '

pollcles about‘lts future;

]
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- Recognising the need to correct the tendancy of the.
CAPlto transfer resources from ;elativelylpoof to
relétively rich, both.on a regional.and on‘a;pationgl

: _ basis, and hence to create tensions which are
| desgructive of Community solidarity; G

o .

i +

ﬁe;ieves that the following analysis and conclusions are'inescgpableg;‘ .

10’ The CAP' is & szngle policy called upon’to fulﬁil a¢ least fO@P t Q}
functlonssn a) Promote the production: of food - m‘V
:f*a L b) Maintain the 1ncomes ‘of the farm, communit-y
" ‘. . e) Guarsmtee the ecOnomieﬂwe%l~bezng of ‘the regions
o c "d) Manage the COmmunlty's*exterpal trade in ag. products

Subsumed in’ a) is the provision of raw materials: for thg proce331rr
industry but this function is barely acknowledged. -

It is much more useful to trest the CAP in terms of its functiocrs

listed above than to discuss the "sacred" pr1n¢1ples of unity of °

 the market; shored financial responolblllty; -and communlty'Preference
. none of which exist more than partially,

R

2« What is the problem: in a nutshell it is that ‘there is one slnglp
" 4nstrument to fulfil these functions- the setting of a guaranteed '
pride for unlimited production ( there are, .of course, sub51d1ury
mechanlsms like deficiency payments, processing aids etc but these
_51 are limited) The price has to guarantee the income of rarmers from
Sai'.f:;'on Walden to Salonikaj maintain rural emplomén‘b, and manas’a
the marketo

- This is 'an impossible burden. It is essentiar that we find measures;
complementary to prlce support. ' : !

 Conelusion No 1: the price mechanism is inadequate on its own
" %o meet the varying and sometimes contradlctory requiremenos
imposed on it, . !

%, Proposition: the CAP is facing a budgetary crisiy, This budget
erisis is the consequence ,of a production crisis, not vice versa.
Hence: we. should seek solutions not primarily in finding new money
to finonde existing output, but in restraining -output in sectors of
- continual surplus for Whlch no market exists inside or outside the

i
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_not across the board, but upon those dairies, regions or -

How do we do this ? We have already said we wish to take the strain
oft prices which will permit, when necessary, prices to rise as well

as permitting a restraint of prices.

The Commission solution to this is co-responsiblility levy. We dislike
the linear co-responsibility levy because it a) taxes technical efficiency;+
b) exempts certain categories of farmers - when all farmers are capable
of large productivity gains; c¢) has the effect, ultimately, of putting
up prices to the consumer and thereby depressing consumption; d) raising
money outgide the main budgetary mechanisms and hence escaping const-

itution check.

However: the Oouncil has accepted in theory the idea of a super-leby
to be charged on output ubove a certain base level. Certain - © . -

gl
i

countries have shown no increase in output nationaliy or a decline
Therefore, it is only fair that a super-levy should be'charged ==

countries showing the actual increase in output.

Conclusion No 2: our initial proposal to tackle the dairy surplus

should be to press for a levy equivalent to theempst dmsposal of-

output above a certain level to be imposed on, in
. order. df preference, the dairies, regions or cduntrzes prcduclng
that extra, ) ~ B f , : ;ﬂ

Yos

5. If we have this we are more than half way towards the idea of: the

+

‘A number of countries would immediately boil down a national

quantum or the guotas-

Definitions: a guantum is a volume of output which qualifies.
for full EEC guaranteeo'Subsequent qmouéts@ earn progressively
less, &t least from EEC funds.- : s

$ a guota is a permitted acreage or volume of N
productlon allocated to the individual farmer quall§y1ng for a
- full guarantee,

It s futile té waste time on the theology of quantums inq quotas.

quantum (or standard quantity) into farm quotas. o

There is a separate argument about what constitutes
economic efficiency ‘

A
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Conclusion no 3: We should adopt as our fall-back policy in the event

of the super-levy failing, endorsement of the notion of quantums,
alloCated nationally. This will permit states to shift production around

V‘thelr own countries., It will-permit them to instltute stnalght qaotas

" if:-they wish to. . _ Ty

*unﬂer codroﬁ. R

61;'

o
o

It is only. by such 8 physical limitation on the volumes for which
the - EEC budget 1s liable that the Spendlng oan be brﬁught effectively

: S g RESR om0 - L

This is still not enough if the fundamental Lnatrument of balance is ;m'*

st111 prlce.‘ Therefore we have to find our supplementary 1nstrument. "

?bopositioﬁ:- this instrumeént can only be & system of direct aids to
fermers financed primarily nationally but with contrxbutxons from the ,%
EEC ‘budget 1n orde to help the pooren countries., ' ‘

Just1fneation.- national aids exist. mhey are proiiferatln Already

. the price meohanism is falllnﬁ to compensaté farmers for inflation.

‘States are; therefore, resorting to national support.
If we try to abollsh all natlonal aids we are Belng politically naive;
Ir we try to spbsumn them. inthe EEC budget we are bveing fiﬂenclally :

‘;irreepdnsiblﬁzsince 1t wauld deen gk least a3 % VAT gelling,

Therefore, our best course is to seek to brlng national aids into a legal
framework, with guidelines set out approved by the Community. We should
begin by seeking updating and publication of the Commission's catalogue of
aids. If we do not accept this we will constantly be faced with demands

for farm price increases which reflect the pressures of the most inflationary
economies - and because they will not be fully met we will still find our-

selves lumbered with state aids.

Conclusion No 4: We support the principle of nationally-financed direct aid

to farmers.(not deficiency payments) under EEC supervision.

Of course, there will still be enormous distortions in the market. To
get at these we have to look deeper. We must examine the whole fiscal
framework of agriculture, its social security arrangements. In other words,
do we believe that we should move towards a system of subsidised credit for
all EEC agriculture? Once again, we must note that subsidised credit is cne
way of relieving the strain on prices and thus, the pressures damaging

consumption.

*t of course, some of these are competing aids. We could all, in an ideal

world, abandon them. In practice, it would be very difficult because of the

income effect.

PE 70 850
- 4 -



Conglusion No 5:- We . should scek evidence on the compararle

sdvantages and feasibility of farm finance via subsidised credit, aund
how these national policies may be brought within a Community framework.

8, We need to pay attentionto the structure of agriculturel management.
It is quite clear that EEC rules are applied differently in euch
couritry. FOr example, in certain Menber States intervention boards
are purely government agencies, while elsewhere there is involvement

by the trade and by agricultural interests like co-operatives.

This is absurd. It makes a ﬁockery of the concept of the single market.

Coneclusion No 6 :- we should seek a unified structure for interventien
boards and other EEC apgencies throughout the EEC administered dir:cctly
by the Community and financed entirely by the'cCommunity, subject to

regular inspection, E

+

'9. By the same token the di’ferential standards of observance of EEC
legislation is intolerable, esﬁecially in the processed food sector.
It would not be practical Yo scek EEC -wide organisation here becsuse it -
would mean an EEC pureaucracy in each chicken factory, but we should pay
ettention to the surveillance methods. )

Conclusion Wo 7:~ We should seek for appointment of a gualified EEC
inspectorate with the automatic entree into premiscs subject to EEC
regulations with the power to bring prosecutions in local courts or
recommend withdrawal of licenses, :

10, The CAP represents a significant charge on the food manufacturing
industry. Industry claims it does not produce the raw materials it needs
in some cases ( e.g. lean beef for pie-making; maize for starch manufacture.
I+t contributes to +the CAP bymeans of the levies it ‘pays on imports of
raw mgterials it needs except when these enter under Lome or international
trading agreement. There is an institutional problem - the absence of
contact between DG 6 and the food manufacturing industry. Food comes under
DG 3 in the Commission and never the twain have met.
Conclusion No 8: a special group should be appointed within DG 6, with a
representative in Cabinet, with specific responsibility of liaison with
the food manvfacturing, processing, andimporting industry,

o
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The Community as an exporter

11, In any diccussion of the "market" for EEC food we have to count
nternsl corsumption, the needs of focd aid and exporte., Too many
countries have a stake in food exporws for us to forget it.
Therefore, we should concentrate on ensuring that food exports are cs
small a charge on the budget as possible and come under effective
vontrol: )

To this end we should:-

a) Negotiate with other sunpliers te the world market to Lift
prices in slow steps to a level closer to domertic prices in &l:l
supplying countries, This includes New Zealand on butter and
the US, Canada, Argentina etc on ccreals and beef,

b) Seek the negotiation of long-term export cortracts, subiect to
revision in the light of world events;

¢) Investigate whether the Council of Ministers chould have the
responsibility of releasing funds for export in tranches rather
than continuing the existing automatic system subject to price
negotlutlon/rebate fixing by the Commission;

d) Investigate whether there are any practical objections to brirgiv
dairy produce into the tendering system like sugar. l

We should NOT seek to turn the Comm1531on as such into a commedity
trader. Thet is rot its function,
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12 _The Community as Importer
There is immense prersure for a tax on imported cils and fats tecauce:-
a) Soya entevs duty free ( about 17m tonnes a year in one form or
another); manioc at 6% (5m t); maize gluten feed and bran at Y
(2m t each sheduled to rise to 5mt). These cercals substitutcs knocx
about 14m t of EEC barley off tre home market each year.

b) A tax would discourage "intensive" ( i.e. soya and concentratc-
eating i.e. northern) agriculture in the north, This is the farmirng
w'ich produces the surpluses, the French and Irish ( and Italians)
claim; ’

¢) How else sre you go.n-to find the 1.5bn eua it will cost to finance

olive 0il unless you tax competing o0ils? And how else justify to thre
olive 0il producer that he is a menace %o the EEC when the U3 soya-
producer sends his pro:uct free to the EEC ontheback of chcap oil
prices;

d) Since margerine is made “rom soya etc it will!elp butter corsumption.

Arpuments against

a) The prodeths are bound in GATT, US etc would retailiate or have to be
bompensated. “hat pkice? Obligations to Lome etec.

b) A tax would add to industrialand food processing costs, hit the
consumer, especially the Northern margarine-eating consumer, znd
raise costs all round on the farm

¢) It's pigs and chickens that consume more soya than dairy cattle in
any case. ’

d)The problem is the excessive price of cereals,

e) Agriculture has got to live in a world ecoromy. It doesn't exist
by‘itself and must accept that a balance of interest must be drawn
in the broad economic interest.

Conclusion No 8: We should seek negotiatias on voluntary restraint wher:
appropriate and an understanding on the relationship between imrorts and

exports of raw materials/food, but reject an oils and fats tax. ’
Products which aan be grown competitively in the EEC should redeive tie
benefit of encouragement when they substitute surplus products, over the

initial peried of production,
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13. Community Preference, There is no future in trying to get rid of

this and return to & market economy in agriculture, For one thing there

- has never been a market economy and for another we would be the only

people in the world to practice one. We shculd concentrate on defining
Community preference in the light of:- :

a) Cur internatirnal trading obligations
b) Our relationship with the developing world and its need to sell
to the ELC.
c)Seeking easier access for products which the EEC cannot grow
without extreme subsidy or in wholly inadequate gquantity
d)Defining norms of standards for EEC produce in comparicon with
standards xailable from imported prolucts e.g. raisirs
e) Sreking varietal conversicn in the EEC to crops which are in
~ demand e.g. from oriental to virginia varieties of tobacco;
better quality maize; a "baked" (navy) bean harvestable
under EEC cernditions, .

Where certain processing industries require to use imported raw
materials, and exrort their final product, the Community should
investigate a system whereby raw materials would be made available
levy-free in return for compensating restitution-free exports,

T 70,850
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