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This report discusses the respective merits of the systems of premiums and

jntervention measures applied in the Community between 1974 and 1977.

The report is submitted to the Council as an Annex to the communication
on the amendment of the common organization of the market in beef and

veaL.(1)'

(1) CcoM (77) 220 of 5 Ootober 1977
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I. ONLY INTERVENTION MEASURES HAVE A REALLY POSITIVE IMPACT ON MARKET PRICES

1.

In the short-term intervention measures provide effective support for

the Community market

Graph 1 shows the movement of market prices in the Member States and

of the Community average since intervention was resumed.

. . . e (
Below the graph is shown the amount of intervention each month D

¢in tonnes/months) for comparison with the movement of market prices;

(a) In 1974 - the rate of buying-in accelerated uhtit'it reached
‘82 000 t/months in :October ; thanks to this measure market prices
dropped only slightly despite the considerable increase in
production (+20% compared with 1973) and the rise in the self-supply
rate from 85.6% in 1973 to 99.9% in 1974.
(b) in 1975 - there was a clear correlation between the movement of
market prices aﬁd intervention buying=-in. Thus, under the influence
. of substantial buying=in (up to 70 000t in March ‘- 1975) the
Community market price rose to 100'u.a./100 kg in April/May 1975.
Then, buying=in having dectined(to 10 000 t in June) the market
price dropped by 5%. From August, however, under the impact of
renewed intervention buying=in (40 000 t/month in October and
November 1975) the Community market price picked up slowly but
steadily.
(c) in 1976 - the year when the production cycle began to show signs
of downswing (minus 2.2% compared with 1975) substantial intervention
buying-in (40 000 t/month) offset the abnormally high slaughter rate
" in spring and summer (drought) and thus prevented a drop in the
market price. The truth of this statement was clearly demonstrated
" in July, when following a pause in intervention buying~in there was
for a while a sharp drop in market prices.
The graph shows more acute fluctuations in Ireland and the United

Kingdom.

In the United Kingdom this is accounted for by the very limited recourse
to intervention (1.6% of Community buying—in) which confirms the

effectiveness of intervention as a price support measure.

- In Ireland, despite massive recourse to intervention, prices were always

aligned with United Kingdom prices : intervention in this Member State
was unable to play the role expected of it as a price support measure.

(1) Public buying=in and privatevstarage‘aid contracts concluded.
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In March 1975, the Irish Minister of Agriculture set up a review body to study
the consequences for Ireland of the combined implementation of beef intervention

and slaughter premiums decided on at Community level. This body has submitted
(@D

" its report .

The report recognizes that intervention buying=in prices were always much
higher than market prices, but that market prices would have dropped more

if intervention had not taken place.

The firms authorized to buy-in did not reflect intervention prices at
producer lLevel (see Graph 2). The report proposes that in future firms that
fail to observe the intervention buying-in price fixed by the Community for the

qualities in question should be excluded from intervention.

Without intervention, market prices in France would have been very disturbed

The method used to analyse the effects of intervention measures entailed
assessment of what the position would have been on the beef and veal market

without them, and comparison with actual past performance and the most

Likely future development (basic scenario).

The econometric model of the beef and veal market in France was applied

for the analysis and the results are given in Graphs 3 and 4.

The price level can be assessed from the difference between production and
consumption shown on the graphs. The model shows that without intervention,
prices would have collapsed in 1974-1975-1976, there'wouldvhave been an
extremely firm market in 1977=1978, another collapse in 1979~80 and a

strong recovery in 1981-82.

(a) prices paid to producers would have plunged by 18% in 1974 and by 14%

in 1975 on average, with very abrupt drops over two quarters: 35% less
when animals were coming off grass in 1974, and 25% less in early spring

1975, which are the critical periods.

(b) retail prices for beef and veal would have declined less, with a 7% drop in

1974, 9% in 1975 on average, and sharper drops in the fourth quarter
of 1974 and the first quarter of 1975 (10%).

The level of prices paid to producers and at retail level would have

reverted to the basic scenario in 1976, and gone far beyond it in 1977.

(1) Report of Review Body on beef intervention and cattle slaughter premium
" systems = July 1976.



1

£ HIvHD !
87 LOLL-T/O 1A 50-333] INIAOS IGNVIA VY 30
SIVINV3YS 3HDIVW NA 3¥811IN03.0 3NOI¥IIWONOI 3130OW : 394NOS
Z861L (£:{:1} 0861 eL6l 8L61 LL61 oL6t GL61 bi6L £L6l r41:1% . LL6l (07418

o1 g 1 ____m___m__,_m___m___m___m___m______._m___mbm_o

. i 1 | ' ' ’ i 1 i 1

. .mB: WNIW3Yd NOILNILIY 3HL 40 GNV ISNVIO QHVNOIAVS 40 ‘NOILNIAHILNI 40 IONASSY IHL Ni %%
ove ; : {SL6L) WNIWIH4 NOILNILIH MOD ANV ISNVID QUVNO3AVS ‘NOILNIAHILNI ¥ —|OFF

! t i i1 ro : Co YL -
08z P 08z
L 3
oce l\/ oze
e ] T R z L
09¢ 09¢ -
7 _{<12) STVIWINV 3NIAOSE ; —_—f
N -LINGv 30 NOILINAOHd TVNLOVY o IS SUNTE NI SRS YL
00V fk 00y
. OI/HYN3OS DiSvE \ \
ovy A 7 , ovy
vy :
\ /\**uﬁmww 'STYWINV 3NIAOCS 1INV 40 NOILONGOW Q3LVINNIS

osy o8y
se142nD/3 000L - ! JeaenD/3 0001

— it et e ot e

+HO0103S TV3IA NV ”
4338 JHL NENINVL SIHNSVIW 30 NOLLONAOHA:IHLNG ZONIQIANL BN 1 50 nU DG G a1ama

et + o < e e i 3 : 8 oy rrm e B A AR AN YRR 1

PR




¥ HIVH9

—

87 LOLL-279 1A 9T-30)]

INIAOS 3ONVIA V1 30
SIVONV¥4 3HDYVW NQ 3¥811IN03.0 INOIFIIWONOI2 313A0W : 3I¥NOS
23861 1861 0861 6L6L 8.61 LLst 9L6L -74:1% vi6l €L61 (4133 L6t oL6tL
ol—t [ 1 Lt | (. | I | [ | J 1 i L i1 | [ 0
orZ ove
L L : o P :
\ / \o(e\a/o o" °~
08z - St 08z
P NOILINNSNOD TVYNLOV)
7\ - \
/ \ o N 0
! \ \ >
oze S - / .
F N\ /~_ } ~f oze :
r- W\ K \/ :
%\ -\ \-/.\x /ﬂ -I\-t i
\ s M
| = N araieie oy g o /7 S 200 S o : S S N m € : : Sy
09¢ A SNOLLTRASROS G3ivinNs b/ \ |
" | 7 % ! - 09t ”
Chae \./ ’ . ! \ \ . - :
V' N 4T ) Iy (di1D) STVININY 3NIAOE 11NAV 40 “
o« o o™ \ ! \ I alitiied ’ !
SURS LU S | f ,.,/:n\» ;:.I!Uv. i ot .90 - ﬁmzc._.robo‘o..._u.._(?_.u(, RN T [ Areerde o v wnds
" \ * J /\ A " : ;
\ \
oov \ —, Y ooy i
! . Lo~ 7 ;
\ ’ - !
\ 7/ :
/ \
ovy \ 7 1 [+] 2 4 i
(d10] STVINY 3NIAOS 1INQV 40 NOILONAOHd. azivinnis !
] T :
08Yy oap
" iGaEROF 10001 - _oM4enD 3 000k
N S & SN S i Ldf f e e s < s :
b ED_Ewmazo_kakwm >>OU mO DZ< snvio Dm<:0mu_<w m i
. ; ZO_._.Zm>mw._.Z. 40 IONISEV IHL NI w02<.—<m NOILJWNSNOO/NOILINAQOY :3ONVHL | :
SENIERR RS IS IR I T N T Ty LT A L L ARec S o A o & v ORI IRISIS . Tol A LA e o prpmr S AR IS btJ\ ‘Z, ..;.f: ..i.,m.iLn IR ey e R s T AN .ynu...uulﬁhio},l'ot o ik lmr &&



3.

-3 -

In _the medium-term, thanks to meat held in intervention, the Community has

the means of regulating the market better

Table 1 in the Annex summarises intervention buying—in in»the Member States. ;

In Denmark, the Netherlands and Germany, 1976 Levels appear surprising unless
they can be accounted for by the drought, and in Germany by a deviation from

the general price movement. In ﬁhe United Kingdom, intervention buying=in

in 1976 was abnormally high and must befdue to poor adjustment of the

" intervention buying=in price at fhe beginning of the market year compared

with the seasonally adjusted target price.

Oon the other hand, the relatively large quantities that continue to be
bought=in in 1977 despite a degree of firmness in prices can be explained

by :

IS

of permanent intervention,

ry

- the effect of the application
- “the under valuation of strong currencies in terms of “green rates" which

" makes buying=in prices attractive'compared with actual market prices

i+ (Germany) . .
The continuation of intervention buying=in at a time when the market is again
entering a period of shortage presents tbudgetary problemé; on the other hand,
the existence of relatively Lérge stocks makes it possible to influence prices
whenever production begins to dehtine which would prevent excessive rises in

prices, particularly in the event of a sharp rise in world prices (as in 1973).

This shows the part played by stock management as a method of regulating
market prices. In thiS‘connectibn, the destination of the stock is crucial.
If intervention meat is exported there is no braking effect on rising prices;
but, if the meat is placed 6n the internal market at theﬁright'time; it has

the maximum effect.

"Positive action on market prices of the premium for theretention of cows

(France 1975)"

In 1975, premiums amounting to 230 M u.a. were paid out (of which 80 M u.a.
were financed by the EAGGF), equivalent to an increase of 7% or 14.4 u.a./100 kg

" in the market price for beef and veal.
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Graph 5 shows that the premium had a definite effect on the retention of
animals. Without it production would have risen by about 50 000 tonnes
inthe second, third and fourth quarters of 1975 and the first quarter of

1976.

+

Thus, a two-fold benef1t accrued to producers’incomes.

- -direct, through the premium (1mpL1c1t effect of 7%)
-'T1nd1rect, as a result of retenition which Led to an estimated price rise
- of 5% to 7%.
for those who received the premium (80% of the cows qualified for the premium)

the cumulative effect of 12 to 14% was S]gn1f1cant.

Foltow1ng the price 1ncrease, reta1l prnces rose by 2 to 3/ reducing
consumpt1on by 1 to 1.5%. The stight r1se in retail prices was due to
the fact that the d1str1but1on system absorbed some of the increase.
Losses entailed by the price increase due to granting the premium were
ma1nLy borne by the distribution system whose profit margin shrank.

From 1977, as a result of payment of thé premium in 1975, prices were slightly

Lower than they would have been without the premium.

' Prem1ums thus had a certain regulatory effect on market prices.

Pos1t1ve effect on market prices of: the calving premium granted in ItaLx

since: 19?4 :

The amounts of the premium paid out (entirely borne by the EAGGF) were as

(D in each marketing year : '

foLLows
(i) 1975/76: 140 M u.a. equivalent to an increase of 11 % or11.7. u.a./100 kg

" in the market price for beef and veal, - - '
€34) 1976/77:61-6 M u.a. equivalent to an increase of 4.4 or4.9 % u.a./100 kg

i) 1977/78: 77 M u.a. equivalent to an increase of 5.5.% or6.3% u.a./100kg.

(1) IncLud1ng the effect of the dual rate. -



Information collected to date (see Annex A below) suggests that this premium

also had :

= an effect on the retention of herds (fewer cow slaughterings, greater

3 number of young fattening animals),

- a direct effect on the income of producers who received the premium and an
" indirect effect on beef and veal producers in general, the retention of

herds having resulted in higher prices.

£

it js difficult to estimate the economic aspect of the twofold effect with
any precision since no econometric model similar to that used for France
was available.

If account is taken of the fact that retail prices in Italy remained among
the lowest in the Community‘whiLe the premium was in application, whereas
mafket prices were the highest in the Community, it may be concluded that
the rise in market prices caused by granting the premium was absorbed by
the distribution circuit.

Likewise, in 1977 market prices in Italy rose less than in the other
Member States which would seem to confirm the regulatory effect of this

type of premium.

6. The system of variable premiums applied in the United Kingdom had a stabilizing

effect on producers' incomes but not-on market prices
it ‘ .
Table II annexed shows that the monthly fluctuations in market prices in

the United Kingdom were on average tufce as high as in the continental

Member States.

The greater fluctuation of market prices in the United Kingdom is also shown

,by Graph N° 1.

The system of variable premiums failed to stabilize market prices in the
United Kingdom which had been strongly affected by world prices before

-accession and by changes in Community production since accession.

It is true that the system of variable premiums‘1) effectively protected

producers’ incomes in the United Kingdom as shown in Graph N° 6.

fHowever, the system of guaranteed prices can not prevent excessive price
frises, as happened in 1973 under the impact of the very sharp upsurge in
.World prices, or prior to accession at which time the outlook was considered
very favourable, nor can it prevent a fall in income in.a period of crisis
(Graph N° 6). h

L4

;(1) "Deficiency payments'" before accession.
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'II. INTERVENTION MEASURES AND THE SYSTEM OF VARIABLE PREMIUMS CAN SERVE TO

FLATTEN THE PRODUCTION CYCLE j

Conctusions of the report on premiums granted in the 1974/75 marketing year

In the repott<1) concerning the short-term consequences for the beef and

veaL market, the Commission concLuded that :

(a) The system of orderly market1ng prem1ums had achieved its purpose.
Slaughterings had been postboned from the difficult period (October-
November 1974 : animals com1ng off grass) to an easier period (December
1974, January, February 1975). This delay in slaughterings was all the
more significant in that the date of slaughter of the animals (heifers

and bullocks) could be chosen to duit the market.

(b) implementation of the system of variable premiums in the United
Kingdom had enabled certa1n slaughter1ngs to be postponed from
autumn 1975 to spring 1976, from a more difficult to an easier period.

fc) on the other hand, it was not poss1bLe to discern the effect of the
slaughtering premium scheme (premium fixed at 28 u.a.) on producers'
short-term behaviour; it is true that the main purpose of the scheme

was income compensation. £

In the very short-term, houeveﬁ, the Humber of slaughterings went up at the

end of each month when there wés a substantial increase in the unit amount of
the premium. Producers anticiﬁated these changes. (Forhexample, February 1975).
The sudden.fluctuations in slaughterings affected marke{ prices, partly
negating the benefits of the pﬁemium and leading to increased intervention
buy1ng-1n (February 1975, with. 80 DOO t bought=in, was a record month).

(d) implementation of the catving prem1um in Italy which came into effect
" in summer 1975 coincided with a marked decline in fluctuat1ons in cow

slaughterings from that t1me.

b

™ |
Report from the Commission -to the 'Council on the application in the Member
States of the systems of premiums for the orderly marketing of certain
adult bovine animals for slaughter and of systems of premiums for

producers of bovine animals (Doc. COM(76)131, final, 7 Apr1L 1976).

T
l.

-
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In the medium~term, the grant of a var{able-prémium, by guaranteeing producers’

incomes, helped to stabilize the-production cycle in the United Kingdom

The conclusions of the above—-mentioned report relate to the short-term
which is the only period of observation available for the Community

premiums systems

In the medium term, the variable premium system (deficiency payments before
accession) implemented in the Unﬁted'Kingdom had an undeniable stabilizing

effect on the cycle (see Graph NO 7).

The graph shows that the production cycle dips less in the United Kingdom

than in Ireland where producers do not benefit from national price support
measures(1).

The question arises as to whether production in the United'Kingdom fluctuates in

a _markedly different way from tﬁét of gbntinentat Member States.

With regard to this question (see Graph N° 8) it has been noted that

' dgviations from the production trend have been much the éame'since 1950 in
Germany, France and the United Kingdom. The most that can be said is that
since accession the United Kingdom has.seen one deviation exceeding the

previous highest in 1962/63.

‘Intervention measures, by supporting market prices have also had a stabilizing

““effect on the production cycle

I8

Based on the econometric model of the market in beef and veal in France a

detailed analysis was carried out for France which accounted for 30% of
Community buying—in between 1974 and 1976. Without intervention measures :
‘ (5) Beef and veal production would havé risen in 1974 add 1975 by 70 000 t
' through a substantial running down of herds due to falling prices 1in
1974/75. Production would then have dropped sharply as a result of
the running down of herds in previous years and the decline in production
* inputs of all types of animals in 1974-75-76 due to very low prices.
Then, suddenly, very high prices in 1977/78 resulting from the low
production level would havé‘inducea a strong recovery in production

in 1979/80 resulting in a surplus ﬁhat would have been greater than

‘it was in 1974/75. This would have been followed by a drop in

production in 1982. These ups and downs are shown in Graph N° 4.

™
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(b) The cycle would have been both deeper and shorter :
- " deeper because surpluses would have been much greater and shortages

much more severe;
- shorter because periods of high production would have occurred one year
sooner that is in 1979 rather than in 1980. The production low would have

occurred in 1977 instead‘ef 1978.
(c) There would have been the fallowing effects on the milk products market:

. = a phenomenon’ comparable to a disorderly slaughtering of dairy cows in
; 1974-75-76, Leading to a severe decline in milk production from 1975
to 1978; |
- " in 1977-78 there would have been substantial build=up of herds which
combined with the improvements in herd productivity due to the heavy
staughtering in 1974-75-76 would have produced surpluses in 1980/81.

In addition, the general uncertéinfy cgncerhing beef and veal production and
the absence of suppobt measures would have accelerated the changeover to
milk production of a proportion of stock farms and thereby increased milk

-

production in the short-term.

What would probably have happened had there been no support measures in

France in 1974-75-76 is an indifation;fhat the\measures‘were effective: both

" in supporting producers' incomes in 1974=75-76 (see Chapter I) and in

stabilizing beef and veal prodddtioh in the short and medium term.

THE SHORT TERM IMPACT ON CONSUMPTION OF THE VARIABLE PREMIUM SYSTEM

AND INTERVENTION DEPENDS ON THE DIFFERENT REACTIONS TO PRICE CHANGES

IN THE DIFFERENT MEMBER STATES:

In the short term the variable premium: system had the effect of boosting:

consumption in the United: K1ng_om

Apart from the cyclical variations, pgoduCtion follows a similar path
in all Member States (excluding Denmark) but consumption fans out widely
the lower extreme being found in the United Kingdom (Graphs N° 9 and 10.

Deficiency payments did not help to expand beef and veal consumption in the

medium and long term. In the short term, however, implementation of the

variable premium system boosted the qohsumption of beef and veal in the

United Kingdom. -
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(a) a fall in market prices has more repercussions on refail'prices in the
United Kingdom than in the other Member States;

(b) there is great elasticity between consumption and the price of beef
and veal (over =1);

(¢) price relationships between the different kinds of meat at the retail

stage have a decisive effect on the housewife's buying decisions.

The high degree of sensitivity o} consﬁmption to changes fn market prices in
the United Kingdom can be seen 1n Graph N° 10 which shows the deviations

feom the trend in the short term, consumption dev1ates from the general

trend by - 25% 4in the United Kingdom compared w1th -~ 5% in Germany and France.

This difference is accounted for by the income support system (variable
premiums) in the United Kingdom which acts as a lever on the other factors

mentioned above that make consumption more elastic in this Member State.

A comparison of the table in‘Andex B with Graph N° 10 shows that in marketing
years in which the compensatory payment was more than 10% of the market price,
namely in 1962/63, 1963/64, 1967/68 and ‘1‘5"’5/7’6(1 , consumption of beef and
véal went up in the short term without radically changing the long-term
tendency to stagnation as shown in Graph N® 9.  The stimulatory effect.of

the premium on short—term cohsumptidn had the effect of correcting a short—term
imbalance between supply and demand.  Thus the United Kingdom authorities

estimate that intervention buying-in was reduced by about 140 000 t in

1975/76 and by 7 300 t in 1976/77 through the granting of the slaughter premium(Z)

‘Without intervention, consumption in France would have absorbed a smaller

proportion of the surpluses:

A-quantitative analysis was carried out for France using the econcmetric model
of the beef and veal market in France, the results of which are given in
Graph N° 11,

Th@ analysis shows that without intervention :

(a> Consumption would have grown by 6% in 1974, 8% in 1915 and 5% in 1976,
that is 80 000 t, 100 000 t and 60_@00 t respectively. The figures
reflect a short-term elasticity of 0.4, and 0.6 in the long-term compared
with retail prices (expressed in real terms). )

(b) After that, developments would be g¢yclical and follow production. In
particular, in'19?7,‘withaonty a slight decline in consumption in the
tface of very high prices and consequentty Lower product1on the French
market woutd be in def|c1t' - :

(1) It was the same in 1956/5?.,4 ,
(2} In 1976/77 the premium was granted only for a very small amount and a very
- limited period. - ’
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(¢) as beef consumption in France is réLativeLy inelastic, retail prices
would have to drop cons1derabLy for consumption to increase by some

additional tens of thousands of tonnes.

The same analysis would probably have given similar results for the other

continental Member States where the consumption/price elasticity is much

the same.

NEITHER PREMIUMS NOR:- INTERVENTION MEASURES HAVE SO FAR HAD ANY NOTICEABLE
EFFECT ON THE TRADE STRUCTURE OF THE COMMUNITY WITH NON-MEMBER COUNTRIES

NON-UNIFORM APPLICATION OF PREMIUMS DOES  HOWEVER CREATE A DANGER OF
IRREGULARITIES IN INTRA-COMMUNITY TRADE

"Widespread application of Community intervention did not alter the structure -

of imports into the Community in  1974/75/76 compared with the previous
period I '

Table II1I annexed shows Community‘trade'with non~member countries.

i(a) Usually about one quarter of imports (expressed as c¢arcase weight)

are Live animals, about one quarter is fresh and chilled meat and half

"4s frozen meat.

In the crisis period, 1974-76, these proport1ons remaingd ‘much the same.
Jhe Community maintained the ex1st1ng “equilibrium between traditional
suppL1ers -~ although for lLesser quant1t1es -~ despite appL1cat10n of the

protect1ve clause.

' (b) Before the c¢risis, more than half of all Community exports were fresh

- L . . . .
‘meat and only 30% frozen meat (mainly Irish meat bound for the United States).

]

(Since the crisis, 90% of Community exports have been of frozen meat, mainLy‘

from intervention stocks.

‘h(c) Intervention buying=in has not impeded the development of intra=~Community

ﬁtrade. In 1972/73/74 this trade accounted for less than 1 000 000 t,

in 1975 it rose to 1.3 million tonnes but was a bit Less in 1976 (1.1 million

tonnes) The vitality of 1ntra-Commun1ty trade is Largely due to the fact that
the Italian deficit, = particularly of young fattening. cattle - rema1ned
”substant1al, even during the crisis. ;

oo
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Differences in the application of slaughter premiums has 1ncreased the risk of

1

" dirregularities in- intra-Community: trade

Préblems caused by differences in the application of premjum systems in
Member States have been pointed out by the Commission on several occasions,
particularly in the report on the EAGGF Guarantee Section = beef and veal

seétor(1') N

In this report the Commission noted that the following irregularities occurred

" in'the 1975/76 marketing year through Member States appLy1ng different premium

systems.
- _double payment of premiums,

- receipt of both the premium and intervention.

It was possible to commit these irregularities by exploiting certain difficulties
of administrative control in connection with intra=-Community trade. The
Comm1ss1on staff has not been able to find an effective solution for these
problems. Consequently, the Commission 1nstructed the Directorate—General

for Financial Control to look into the appL1cat1on of the premium systems

" in Member States. On the conclusion of this 1nvest1gat1on the Commission

'cdhfirmed that although there was some r1sk of 1rreguLar1t1es on the territory

- of the Member State that granted the premium due to difficulties in implementing

nat1onaL provisions, the risk was much igreater in connection with intra=

Commun1ty trade(?). ‘ : ro

Iq November 1976, the Commission informed Member States of the conclusions

- of the investigation and stressed that -the danger of irregularities would be
- Largely eliminated if the following principles were borne in mind in

'applying premium systems :

(%)'maximum standardization of systems,

(ﬁ) automatic deduction of the amount of the premium from the intervention

.f buying=-in price,

(E) in the case of 1ntra-Commun1ty trade, payment of the ‘premium by the
' Member State where the animal was SLaughtered, ‘
f ]

17) Doc COM (76) 370 f1naL, 21 July 1976, see in partvcular pp 85 to 91
02) Doc SEC (76) 3845, 27 October 1976

- ‘ fid

M ‘ il
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1f this principle could not be appL1ed for other reasons, a penalty should be

1mposed on an importer who failed to cooperate by returning the customs.

documents.

In 1975 the risk of distortion in intra-Community trade due to the variable

premium in the United Kingdom was less serious than had been feared

In the beef and veal sector, France is the main customer of the United

Kingdom, taking 30% to 40% of exports from that Member State.

It was precisely the French authorities who expressed the Liveliest apprehension
as to the disturbance of ‘trade that would be caused by the variable premium

granted in the United Kingdom V.

Tﬁe purpose of the following analysis is to estimate to.what extent these

fears were Just1f1ed(2)

(a) In the first half of 1975 consignménts from the United Kingdom 'were
average; 8 to 13 t/month (3 to 4 DDD to France). Meat exports were
relatively stable although during that period the premwum (fixed

premium plus variable prem1um) had doubled.

However, there did appear to be a correiat1on between the amount of

the premium and exports of‘&ive anémaLs to Ireland. ,

(P) exports were very high in the second half of 1975, both o% live animals
(Ireland, and the appearance of an!unusuat flow towards France from

September) and meat. During that period exports rose in each succeeding
month (particularly to France), while the unit amount of the slaughter

v . : ]

premium declined steadily.

(¢) In the first half of 1976, exports remained high while the unit amount

of the slaughter premium graduaLLf?moved towards zero.

(1) At the same time the Danish and Irish authorities feared that their exports
- would be affected by the variable premium.
(2) Field of survey :
n A, Tables IV, V and VI annexed:
Movement by week and by month qf the amount of sLaughter and orderly
marketing premiums granted by the Community from 1974 to 1976.
B. Table VII annexed:
Monthly overseas trade fwgures of the United Kingdom in 1975:and 1976.

"1

1 vt
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AT A GIVEN LEVEL OF INCOME SUPPORT, A VARIABLE PREMIUM SYSTEM IS, FROM THE

BUDGETARY ASPECT, MORE COSTLY THAN TNTERVENTION ' HOWEVER, THIS SYSTEM IS

ECONOMICALLY JUSTIFIED BY THE BENEFITS TO CONSUMERS

Cost-benef1t analysis of the variable prem1um system and an intervention -

r !
system in the United K1ngdom

(a) Two situations will be compared for the 1975/76 marketing year<1).

Situation I : the actual s1tuat1on, in which there is very Little
are granted. The total cost

AL,

" jntervention and Community prem1ums
of these measures was £103.5 million (197 million u.a.) of which
£56.S'miLLion<107,Mtua.)wa§ payable by the EAGGF and £47 million
(90 M u.a.) payable from United Kingdom national funds as follows:
(i) fixed premium (EAGGF) ;

(i1) variable supp Lementary prem1um
(National Budget) =

'(iii) private storage aid (EAGGF)

£49 million (93 M u.a.)

£47 million (90 M u.a.)
~£7 million (13 M u.a.)

Rt N P

" "(§v) buying=in by intervention agencies

(EAGGF) £0.5 million (1 M u.a.)

AT S P

For the 1975/76 marketing year the-average market price for clean cattle
~ was £20. 20/cwt €75.74 u.a./100 kg) ;and the average rate of the premium
" was 10.50 u.a./100 kg(Z) Wi ch reﬁresents 7.2% of the market price.

’

Situation. II : No premiums and buy1ng-1n at the LeveL requ1red to maintain

the market price of clean cattle at the level of the buy1ng-1n pr1ce for
that category of animal, i.e. £23/cwt; this means that the market price

should have been increased by £2. 80/cwt, i.e. by an average of 14% over

5+  the marketing year. Given the eLaét1c1ty of the market price in relation

to inputs (-1.3) in order to attain market equilibrium, it would have been
necessary for supply to decrease by 11% 14 =11 x 1.3), i.e. 140 000 t
should therefore have been withdrawn from the market‘by means of buying=in
operations, which would have resulfed in expenditure of 105 M u.a. for

the EAGGF(3) (we shall suppose that the situation regarding private

BT P S

Ay TRIe  ~gf e

storage aid has not changed). ~

-

(b) Comparison_of _the_ budget. .costs. in _both_situations

‘(i)'situation I : 197 M u.a., of wh1ch 107 M u.ae for the EAGGF
(i) Situation II: 105 M u.d. Cinteérvention) and 7 qu,a. (private storage);
" 4.e. a total of 112 M u.a. borne entirely by the EAGGF. - '

o S . . .

o
;

0 ”
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from a budgetary point of view,

twice as expensive as intervéntion.

.

the variable premium system is almost

(1) On the basis of the 1nf0rmat1on contained in a document given to the
Council Secretariat by the United Kingdom DeLegatxon. Document 3116151/5

(CSA 218) of 21 November 1975.

éé} from May 1975 to April 1976.

éﬁ} On the assumption that the intervention meat would have been exported
to non-member countries (netLoss of 750 u.a./t). In the case of
sale on the internal market" dur1ng an "easy" period, the expenditure

might have been less. F b

32

ik




As regards the EAGGF, however, the two situations have the same financial

repercussions.

{c) Benefits to the consumers and. for the.distribution system

The absence of premiums would have meant a loss for United Kingdom consumers
estimated at £125 million, i.e. 240 M u.a. owing to a 7% increase in retail
prices which would have resulted from the 14% rise in the market price. This
éurplus is sufficient to counterbalance completely the budget cost-of situation I
{197 M u.a. as against 240 M u.a.). Consequently, if account is taken of this
benefit, the variable premium system fs economically much more advantageous

than intervention.

Strictly speaking, however, it would be necessary to make the comparison not

for a difficult year, but over a cdmpgete production cycle; in situation I

éhe market price, in an easy yé%r,fwifl“rise'higheﬁ and:hore QUickiy than 1in
situation 1I; consequently,’cohﬁumers”uitl'not ohlyjno Llenger derive any
benefits from the vériable premium system, but will evern be at a disadvantage,
?t least at the beg1nn1ng of the so-called “Yeasy" per1od. "Over a production
cycLe the benefits for the consumer are ‘therefore less than ‘would appear at
f1rst sight unless it is poss1bLe, by buying on the worLd market at-advantageous
pr1ces, to offset major increases in internal market pr1ces(1)

16."Cost-benef1t analysis of a combined variable: prem1um-1ntervent1on system and a -

“‘pure intervention system - } . ‘ ' y

€a) Two situations will be compared for the United Kingdom for the 1976/77 -

marketing year: \ =

LY

[92]

‘Situation I : the actual'situation; in which, dﬁriné the 1976/?7

marketing year, the variable premium provided for i&‘ReguLafion‘(EEC)

NO 797/76 was paid only during thé,périod from 15'M§féh to 30 May 1976.
During this period the average magket price for étegb cattle was £25.68/cwt

RIETEES TN

- (88.75 u.a./100 kg) and thgiaveraéé rate of the pré@ﬁum was £1.13/cut
(3.9 u.a./100 kg) i.e. 4.4% of thé:market price. The total exhedditure
was about £8.8 million forf;hevprepium,'borne entirely by the .
United Kingdom National Budget. CommUnity'finahcihﬁ‘was provided for
only from 1 August 1976 to the enq of the market1ng year (25% of the
expendlture was borne by the EAGGF).

v SRR O DT sy Yoy

-1
-
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A

Pol1cy folloued by United Knngdom*before accession, when it had a very
substantial shortfall. .

-~

i
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(b

Furthermore, during this period, 12 BDD t were bought 1n at the average

buywng~1n price of £26.65/cut (92 10 u .a./100 kg), represent1ng an

¢
expend1ture of 9.2 M u.a. for the EAGGF 2)

Situation 11 : a simutated'situation, in‘which there are no premiums and

there is increased intervention 'to offset producers’' Loss of income.

Qn the assumption that the market would have been supported soLeLy by

1ntervent1on, the United K1ngdom author1t1es have est1mated that for this

period: '

(i) the average market price woutd have been £26.65/cwt (92 10 u.a./100 kgJ,

‘ therefore 3.8% higher;

(i) 19 600 t would have been bought 1n, i.e. + 7 300 t, which would have

{ resulted in additional expend1ture of 5.5 million u. a. payable by the
EAGGF(2> . " '

Eomgarison of_the budget .cost.df_the two situations : s
(i) Situation I : £8.8 m1lt1on, i. e. 15.5 M u.a. for the National Budget
" in the form of a var1able prem1um and 9.2 M u.a. for the EAGGF in the

form of intervention, i.e., a totaL of 24.7 M u. a.

WA T e

1(§4) Situation II : 9.2 + 5.5 = 14. ?«M U.a. in the form of intervention.

j From a'budgetary point ofrv1ew,uthe~comb1ned systqm is almost. twice

as expensive as 1ntervent1on alone. : '

¢ From the point of view of the EAGGF however, the combined system is less

b T

expensive (9.2 M u.a. as aga1nst 14.7 M u.a.).
1t is interesting to note that 1n s1tuat1on I, if the EAGGF had financed 25% of
‘the premiums, the EAGGF cost of the comb1ned system would have been :

25% of 15.5‘+ 9.2 = 13.1 M u.a.,

'ﬁ.e. a similar amount as for situation II. -

‘ (c)‘Benef1ts to_the consumer_and for the d1str1but1on system. .

Py

S1tuat1on II would have given r1se to a loss for United: Kingdom consumers
est1mated at £8.3 million (14. 6 M u.as ) owing to the rise in retail prices
wh1ch would have resulted from the 3. 87 rise in the maqket price. If this
benef1t for the consumer and fgr d1str1but1on is taken,;nto account,

:§1tuat1on I(26.7 - 4.6 = 10.1' M u.q,) becomes more favourable economically

ﬁthan situation II (14.6 M u.a.). Strictly speaking, however, it should be

necessary to make the comparison over. a whole cycle; in situation I, the

fmarket price will rise more quickly than in situation II and the inferences drawn

.in point 15 apply also to this case.

(2) On the assumption that intervention meat would ‘have been exported to
non-member countries(net loss of 750 u.a./t).
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17. Cgst-benefit analysis of the combined:"premium for the retention of cows

' {atervention"system and of a pure intervention system

i

L &

(b)

S o WG P

R e Y

'g(c)

i(é) Two situations will be compared for France for 1975:"

Situation 1 :

Actual situation : application of the retention premium, and intervention.

3
[

Situation II:

Simulated situation : no prem1ums,'and intervention at a higher price level

" in order to offset the loss-of incéme for stockfarmers: 12 to 14% of the

=

market price (see po1nt 4).

(
Budget_cost_arising_from the two_situations. (sugplementarx budget) 1

Situation I ¢ 230 M u.a. of which 80 M u.a. payable by the EAGGF (see point

4). _
t By .
Situation 1I: if there ha&lbeen no premium, it woukd have been necessary

to raise the intervention 6%ice from 12 to 14% in order to obtain a
comparable income for stockfarmers. - 6n the basis of the dual assumption
that ¢ T )
(i) a 14% rise in the intervention price results in an equivalent rise
" in the market price, ° )
‘(31) it is possible to store the additional quantities bought in.
The econometric model of the French market imbeef and veal shows that,
" in situation ‘1I, public storage would have increased by 70 to 80%,
" j.e. 100 000 t in 1975, follow1ng the rise in the intervention price.
The cost of this additional storage would have been 100 M u.a.
(1 000 u.a. /t)(Z)_ From a budgetary point of view, situation I
gives rise to an add1t1onal cost which is tw1ce as high as for
situation II. At th1s levél the premium for the retention of
cows is the more expens1ve system (230 M u. a. as against 100 M u. al,
but from the point of view ‘of the EAGGF, it is ‘advantageous

(80 M u.a. as against 100 M u.a.).

#
~

Benefits to. consumers_and for. the distribution _system

The granting of the premium enables the intervention price to be lowered
and thereby prevents a 7Z;pricé ipcrease (see hoin; 4). This phenomenon
benefits the consumer and distribution, which can be evaluated by
calculating the consumer sweconoq1c surplus. .

This surplus is about 150 M u.a. " for 19?5(3)

N

(22

(3

1a€u, @ budget in‘addition to thé usual budget for the intervention already
affected.
The storage costs in. this case are h1gher than for the United Kingdom, since

the buying=in price is higher. |
This surplus happena to uorrespond exactly to the national financing of the

premwm. .
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strictly speaking, however, this calculation should be made for a whole
cycle. This evaluation is difficult to make, however, for the real medium=
term impact of the two systems = premiums and intervention - on production
ijs not known. On the assumption that both systems would have an equally
stabilizing effect in the medium term, the conclusions of the cost-benefit

analysis would be in favour of the premium system : 80 M u.a. (230 « 150

as against 100 M u.a.

~

“Comparison of the costs and benefits of the variable premium and intervention :

systems in the case of France -

If a variable premium system had been appL1ed in France instead of intervention

1n 1974~75-76, this would have resulted in a drop in market prices (see point 2).

(a) Two situations will be compared on an economic basis:
Situation I is that which actuaLLy ‘existed in 19?4~75~76 intervention was

carried out and the prem1Um for the retention of COWS Was granted in 1975.

» e

In situation 1I, 1ntervent1on is replaced by a variable prem1um system to

offset the loss of income resulting from price reduthons.

tb) (i) Cost of situation I :
' It is sufficient to determine the cost of the support measures carried out
in France in 1974-75-76. The 1ntervent10n measures covered 384 000 t
' (173 000 t in 1974, 124 000 t in 1975, 87 000 t in 1976) the cost is
evaluated at 1 000 u.a./t, i.e., an overall cost of 384 M u.a. To this
, cost should be added that of the premtum for the retent1on of cows :
' 230 M u.a. (of which 80 M u.a. payable by the EAGGF). The total cost
- of market support is about 614 M u.a. for 1974~75-76.
'(i1) Cost of situation II : )
The cost of the variable premium éystem in France over the three years
of over-production may be calculated on the basis of the price reductions
which should have been offset in order to mainfainjstock farmers' incomes.
The reductions given below are those indicated by the econometric model

of the French market in beef and veal.

ki
- .
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. . Domestic Production : Price reduction : Variable premiums -
T : ('000_t) : % s (mitlion u.a. )

: 1974 1 340 : 0 : . 0

: 1974 2 : 362 ot 15 : 99 :
: 1976 3 362 s - 20 : 132 :
:_1974 4 . 411 : C3 = 236 :
: 1974 total: 1.475 : 18 P k6T U
: 1975 9 388 oo 20 : 141 :
: 1975 o 347 : : 49 :
: 1975 3 348 : 8 : 57 :
1975 4 ot 383 : 20 : 156 :
:§197S total: 1.466 : ; 14 s ;‘u 403 :
:,1976 total: 1.500 vz 0 J 0 :
1 Premiums = total eececcecssmsacasas 870

(c) Comparison_of_the budget costs_of both_situations.

The total amount of the variable premiums to be financed would be 870 M u.a.

for the 1974-75-76 period. The absence of premiums in 1976 is explained by the
‘fact that the market price would be at-the same level as- that reached with a

system of support by intervention. This result has a general bearing : a

market the support system of which is:based on variable premiums will show

a rapid recovery in prices at the end of the period of over=-production,

whereas the presence of pubLic‘stocksvwiLL halt this'rise, and consequently

prevent a too sharp recovery in produgt1on.

On a strictly budgetary level, the variable premium system is therefore
more expensive than intervention (cost of situation I: 614 M u.a., cost of
situation II: 870 M u.a.). From the point of view of the EAGGF, the cost
‘ef situation I is 464 M u.a. Cintervention 384 M u.a., premium for the
“retention of cows 80 M u.a.); the cost of situation II will depend on the

percentage which would be fixed for the EAGGF contribution.

(d) -Benefit to the consumer and_for_the distribution system

‘The benefit to the consumer and for the distribution system is, however,
~considerable over the period uhder consideration. The distribution system
-benefits from the drop in pricés, by not passing it on in its entirety, and

~consumers buy additional quantities of meat at a lLower price.

“The combined distribution and consunic:ion surnlus was evaluated at 400 M u.a.

‘in 1974 and 327 M u.a. in 1975. For 1974, cwing to an 1dent1cal pr1ce level,
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the two situations come to the same thing for distributors and consumers.

The deduction of this surplus from the budget cost of the variable premiums

(870 ~ 727 = 143 M u.a.) gives a clear advantage over these three years

to the variable premium system compared with the intervention systen

‘143 M u.a. as against 614 M Uu.a.). One should , however, Look at the effect
over a whole cycle. In ~rder to do so, one would need to know the
medium~term impact of @ variable premium system, since this system has

never been applied in France.

Onn the assumption tnat a variable premium system would have a less stabilizing
influence in the medium—long term, it would be advisable to add to the above
balance~sheet an instability cost which would be to the detriment of consumers

cutside over=production periods.

Two factors suggest that the variable premium system has less of a stabilizing

effect in France than the intervention system:

(1) Despite the existence of a guaranteed price, a drow'in market price

: would cause stockfarmers to revise their productian‘ptans downﬁards,
resulting in a drop in production. In turn, this drop in production
would provoke a significant price rise and a major recovery in

production.

(23 The intervention stocks play the role of reserve supply in that
Member State for imports from non-member countries are Low; at the end
of a period of over-production, the intervention stocks thus prevent
too sharp a recovery in prices ana therefore a rapid and substéntiaL
recovery in production in the medium term.
k!

1

Y 5



- 20 -

ANNEX A

Application in Italy of the system of premiums for the birth

SUMMARY OF THE COMMUNITY RULES:

1. The system of prem1ums for the bTrfh of calves was introduced in Italy
“on 3 March 1975 in accordance with Regulation (EEC) N® 464/75; this system
applied for the whole of the 1975/76 marketing year.

i

fhe premium, which totalled 56 u.a. per head, was paid in two instalments
of 28 u.a. each, the first on the birth of the calf and the second one

f%ar Later if the calf was still alive.

2} The premium system introduced under Regulation (EEC) NO 464/75 was
continued into the 1976/77 mark%ting year under Regulation (EEC) N° 620/76.
Certain'changes were introduced;however, the main change being that the
amount of the premium was fixed at 28 u a. payable in one 1nstaLment when the

caLf reached the age of six months.
b

3. The system of premiums in Italy for the birth of calves has been
re-1ntroduced again for the 1977/78 méfketwng year under ReguLat1on (EEC)
NO 871/77; the rules for the appL1cat1on of this system ‘are the same as
those adopted during the preced1ng market1ng year; however, the premium
tas been fixed at 35 u.a. per head. r 2

! - : I
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RESULTS OBTAINED FROM THE CALVING PREMLUMS

T: Numerous d1ff1cuLt1es arose in the application of the premium system
provided for in Regulations (EEC) N°s. 464/75 and 620/76. The adoption

of national implementing provisions, fotlowed by the preparation and
‘adoption by the autonomous Italian regions, of laws for financing the
system, appreciably sloved down its implementation. Furthermore, special
probtems arose 1in one region (S1c1[y) where actual L1vestock numbers

greatly exceed those officially recorded.

2. Pursuant to Regulation (gEC} N® 464/75, 2.800 000 applications
for premiums have been dealt with by the regions up.to 31 July 1977.
The first 1nstaLment of the prem1um was paid 1n respect of 2 SOO OOO

caLves and the second was pa1d in respect of 246 000 caLves.

3i Pursuant to ReguLat1on (EEC) NO© 620/76 "1 200 000 appL1cat1ons
for premiums had been lodged w1th the reg1ons up to 31 JuLy 1977.
The premium was be1ng paid. in respect of 246 000 calves.

a

'ECONOMIC IMPACT - ‘
v : ' " ¢ -

The introduction of the premium for the birth of calves led to an increase

~in Italian cattle numbers. These, which had been dropping steadily for several
years, increased from 8 243 000 in 1974 to 8 529 000 head of cattle in

1975 and 8 813 000 head in 1976. - The,number of male an;mals under one

year old, excluding those intended for slaughter, increased €rom 481 000

~in 1974 to 558 000 in 1975 and to 592 000 in 1976. The number of female
5himals under one year old increased from 958 000 in 1974 to 985 000 in 1975
epd to 1 022 000 in 1976. ThiS“phenbmenon is particularly interesting in

the Light of the fact that in the othep Member States herd numbers are at
present falling, as shown in the folloying table.
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ESTIMATED COSTS CHARGED T0 THE £EAGGF UNDER THE SYSTEMS OF PREMIUMS -

FOR THE BIRTH OF CALVES

Total cost per system

1. Regulation (EEC) N° 464775
5.000.000 x 28 UC =

2. Regulation (EEC) N°® 620/76:
2.200.000 x 28 uc =

3. Regulation (EEC) NO 871/77:
2.200.000 x 35 ucC =

(1) Without the effect of the dual

Cost per calendar year

140 Muc (1) (2.800.000 + 2.200.000)
61,6 MUC (1

77 Muc ().

conversion rate.

: : Regulation 464/75 :Regulation 620/76:Regulation 871/77: Total

; Year ; First ; Second ; £ 8 . ; : ;

H sInstalment:Instalment: H :

11975 s : : : :

tHeads : 123.000: : : : 123.000
M L.3. H : : : :

:without DR: 3,4 : : : : 3,4
:1976 : : : : :

:Heads : 1.775.000: : : : 1.775.000
M u.a. : : H : H

swithout DR: 49,7 : : : 49,7
21977 : (h: ;. Y : : P
tHeads .+ 902.000: 1.200.000: X:200.000 H : 3.302.000
M u.a. : : : : : )
:without DR: 25,3 33,5 : 23,6 : H 92,5
1978 : : : 2 : 2 : %)
sHeads : : 1.000.000: ' 1.000.000, s 1.500.000 . : 3.500.000
M u.a. : 3 : - : :

without DR : H 28,0 : 28,0 : 52,5 : 108,5
11979 : : : | : e : @
sHeads : : H : 700.000 : 700.000.
M u.a. H H H H :

swithout DR: : : : 24,5 H ¢« 24,5

46 S8 SE 8 €3 06 8% a5 G G0 &9 e o4 ae

06 65 80 48 B8 63 S8 Se 68 Wy &8 40 &0

1) Estimate .
{¢) Forecasts.

- ..
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ANNEX B

“Analysis of the income suppoft system

N for producers introduced in the beef

1. ;Brief description of the support measures:

A« A variable supplementary premium is paid per unit of weight on the
3 presentation to the certification centre ("auction market") of either
the eligible animal ("clean cattle") or the carcases of these animals

(dead weight certification centre).

The amount of this premium is equal to the difference between the

guaranteed price, seasonally adjusted, and the market price for the

week under considergtion.é Howevgr, a ceiling may be placed on the

amount of this differ'ence.c 'y
Although it is the operater presenting the animal (or the carcase)
to the certification centre who actually receives the premium, it

' is generally recognized that the premium goes indirectly to the
producer, because the priée he charges for the animal is‘imp(icitly

" increased by the amount of the premium to be received by the-dperator.

Lf (a) From 1947 to 1973 this,prém{um was granted under the national
system of guaranteed brices“fixed annually (Aﬁhuat Review).
(b) After 1974 it was granted within the framework of the Community

rules.

B. Direct aid is paid to producers in accordance‘witﬂ the number of

cattle present on the holding.

+

© (a) At national level :

L2t -

(i)‘caLf.subsidYVSChemel:din'éxistence'since 1946; a subsidy is

granted (stage;A) for every male or female calf of over

éight’months(1) of any breed - except exclusively dairy

femaLes‘(Jersex, Guerﬁsey, Frisian and Ayrshire) = suitable

for rearing for meat production. Animals refused at stage A

may qualify foé the pfémium on slaughte; (stage,Bf if the carcase
" is' of good meat quality. - )
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b)

~— 25 -

At present, the unit amount of the calf subsidy is £8.50/head for males
and £6.50/head for heifers, in the case of calves born after 27 March
1975 and carcases certified after 1 Apr1L 1970(2), This scheme 1is due to
expire at the end of the transitional perwod {(last payments : calves born

up.to 1 April 1977).

(i) Beef. cow subsidy scheme : in existence since 1966; a subsidy is granted for

;each cow intended solely or principally for meat production and not situated
‘:ﬁn a hill region accorded entitlement "to the "hill cow Subsidy" (see iii)d.

At present it amounts to £11/head (amount unchanged since 1971). This

scheme is due to expire at the end of the transitional per10d (Last payments 3

cows present on the farm on 1 January-1977).

§41) Hill cow_subsidy_scheme : in existence since 1941; a subsidy is granted for

‘every cow kept all year round in a hill area and intended mainly for meat
[
production. "Hill" cows represent more than half the tetal number of cows

for meat production. ; \

This subsidy has beéen adeisheg {the last marketing yeaF.in which it applied
Was 1974/75; unit amount £24.50/head) and replaced by the premium
4 referred to under b) below. ~

i i

At Commun1ty Level:

Pursuant to the "hill farming" D1reﬂt1ve, the "Hill Cow Subsidy" was reblaced by

the prem1um per L.U. provided for in Acticle 7 of that Directive 1 cow = 1 LelUada

The un1t amounts, fiked within the Limits Lawd down by the D1rect1ve, were as

foLLows :

A

-~ In 1976 the premium was £29 per L.U. with 3 ceiling of £28. wB per ha (exactly

S0 u.a./ha, or the maximum allowed under tpe Directive).

o !
o

il

(D Reduced to six months in hill areas
{2) Exceptionaliy, during the 1975/76 marmetuag year, these amounts were increasaed
by £10 per -head. -
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ECONOMIC IMPACT OF THE SUPPORT MEASURES

Table VIII attached hereto shéws the, development, since 1962/63, of all

“direct support measures granted in the United Kingdom both at national

and Community level, and their relationship to the market price. This

table shows that :

(a) the direct support measures amounted to between 10% and 30% of
the market pr1ce for cattle, depending on the year. Of this

total :

‘(i) the direct subSid{és, paid in proportion to the number of
cattLe present on the hoLd1ng, account for’ a fairly constant
percentage of the ‘market price of cattle: 10 to 15%
(average: 12.4%). However, ‘the aid to hill cows is on the

" increase (theoret1caLLy, onLy such aid will continue after

the transitional per1od). ' -

(i1) compensatory payments vary greatly; they exceeded 10% of the
market price in the years when production 1ncreased sharply
(62/63 - 63/64 - 67/68 ~ 75/76). On average, they represented
7.4% of the market pricerin the 62/76 period. )

" (b) The measures introduced by the United Kingdom ensured a stable income

per unit of production (at constant prices) until accession.

As Large direct subsidies were tontinued at the beginning of the
transitional period, coinciding with a substantial increase in the
market price(1), producers' incomes rose sharply; this was

responsible for the abnormally *high increase in meat production in the
United Kingdom in 1974175 and ih 1975/76. The 1974/75 crisis led to

a temporary drop in incomes, as shown in graph NO 6.

3
N

(1) An increase which took place parallel to the sharp rise in the guide
price for the marketing yearsr33174‘and 74/75.
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TABLE II

ANNUAL AVERAGE OF MNTHLY CHANGES IN MARKET PRICES = (EXCLUDING VAT)

OF ADULT BOVINE ANEIMALS PER 100 KG OF CARCASE WEIGHT 2

U.K. : France Germany Italy

1969 4.5 2.3 - 0.6
1970 349 2.3 - 0.9
1971 4.1 3 de3 - 7 1.0
1972 3.5 ‘ 2.4 2.4 (6 months) 2.6
1973 2.3 - 1.3 1.3 - ~ 1.1
1974 4.4 1.3 0.8 2.8
1975 6.3 3,1 1.3 1.6
1976 3.8 1.8 led e 1.2
Average 69/76 2 4.1 2.0 1.4 1.5

- » -

1 Wholesale stags, ex-market or ex-slaughterhouse

2 1972/76 for Germany



FOREIGN TRADE OF THE COMMUNITY

TABLE III

(in '000 tonnes)

carcase equivalent

s

Period |
Trade 1971 1972 1973 1974 1975 - 1976
Impéfts from non-member '
countries ; ,
ggef; higg :rea.l 652 § 943 ?51 356 141 255
live animals 170 190 168 102 35 54
(thousand head) (957) 1 (1046) .} (846) (517) (183) (260)
Fresh or chilled meat 153 203 . 235 83 29 49
Frozen meat 329 550 548 171 11 154
Exports 110 58 5 178 217 171
Net balance of trade 542 885 876 17é - 76 84

Souice : DG VI=C~l

M

11
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CHANGES IN THE UNIT AMOUNT OF

TABLE VI
THE VARTABLE PREMIUM GRANTED IN THE U.K, '
u.a./head)

amount '
month fixed authorized Regulation

Novem‘.ber T4 8.06 110.65 Commission Regulation (EEC) N°. 3028/74 of 29.11.T4
Jenuvary T5 21.28 47.42
February T5 8.44 31.61 Council Decision of 274275 (_r_x_aﬁigng._l_f}_r}_argpgxg)
Maroh 75 0 50 Council Regulation (EEC) N° 462/15 (extending the
April 15 0 50 orderly marketing premium (national_financing)
May 75 Y 52
June 5 19.33 52
July 15 | I2.T4 52 Touncil Regulation N° 464/75 : in addition to the
mgast 75 60.88 52 laughtey premium (100 % financed by EAGGF) an
September TS 40.41 52 Tiiﬁﬁ:i@% nationsl premium is granted (palional
Ootover T5 44.45 52 ﬂ(avemge welght per head 453 Xg)
November 75 19.38 52 - - -
December T5 1,75 52
January T6 0 52
Petiruary 76 12.90 52 - . A
i , 115 ;
Warch  T6 25.35 77.06(1) | (1) Council Regulation (EEC) X° 390/76 extending

15 = 31 -the_ Regulation (EEC) N° »464/75 up to the ;4.3.76

- 45 ” :
april 76 | 18.24 45 Council Regulation (EEC) ¥° 797/76 N
Hay 16 9.66 45 The sum of the market price-and the premium must not

~e mo premium subsequently

1976 -

- exceed ¢

~ on average 85 % of the guide price
- at agy time 88 % of the guide price {G.P. applica~|
. ble in the United Kingdom)

b Financjng @ H

' a; from 15.3 to 31.8.1976 : national

1) to 4he end of the T6/T7 marketing year s 25 %
Eg(}GF jdance section {mverage weight per head :
460" K a

May
June

11
11

oew J

45

Council Regulation (EEC) Ne- 870/77 :
Seme conditions as for Regulation (EBC) Ne 797/76
except. for @

financing 25 % EAGGP, guidance section for the
whole merketing year 1977/78.

(avergge weight per head : 460 Xg)

g

ELER £ i
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