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1.

1.1.

THE COTTON MARKET AND PRODUCTION STRUCTURBS

Background

The cotton plant ("Gossypium")‘is grown as an annﬁal,«
plant in sufficiently hot regions. Its fruit is a

‘capsule contalnlng oilseeds surrounded by textile

fibre. Ginning separates the seeds and fibres. The seed
can then be pressed to extract the oil (edible) and to
produce cake (for animal feed). The fibre (ginned

- cotton) is processed essentlally by the textile

1.2.

lndustry.

The world market

Since the prlnc1pel use of cotton is as textile fibre
and there is no international trade in unginned cotton

‘and that in cotton seed is insignificant, any analysrs

of the world market must concentrate on fibre (glnned

'.cotton).

World area under cotton has varied between 30 and 34

- million hectares since the beginning of the 1960s.

World production of ginned cotton, on the other hand,
has almost doubled in thirty years, reaching an average
for the 1991/93 to 1993/94 marketing years of :

18,5 million t. In September 1994, the USDA forecast
that production'in'1994/95 would be 18,8 million t.

The prlnclpal producer countries are China, the United
States, India, Pakistan, and Ouzbekistan as can be

- seen from the follow1ng table (Communlty productlon is

glven for comparison).
Prlnclpal producer countrles
Average  World 1994/95

91/92-93/94 share forecast
(mio t) (%) ~ (mio t)

China

United States
Indla
‘Pakistan

Ouzbekistan

European Union

" Total of above

World total

4.6

3.6

2.2
1.7
1.4
0.3_,

13.8
- 18.5

(Sources : USDA, DG VI for EU)

25

100

4.4
4.1

2.3

1.6
1.3’
0.4
14.1

18.8



In the United States, the cotton belt extends from
South Carolina to California. Cotton production is
covered by a programme in the same way as wheat and
maize. The figure fixed in the ARP ("Acreage
Reduction Programme”) for cotton in 1994 was 11%.

International trade in cotton is considerable,
reaching 5,8 million t or 32% of world production
(average 1991/92 to 1993/94). The principal exporters
are the United States (23 % of the world market),
Ouzbekistan (21 %), the countries of the African
franc area (8 %), Australia (7 %) and Pakistan (4 %)
and the main lmporters are the European Union,
southeast Asia, Russia and Japan. China, the world's
largest producer, alternates between being an
importer and an exporter nation.

There is only one forward market for cotton and that,
characteristically for the American situation, is in
New York. However, the most widely used indicator of
world prices is the Cotlook A index (Cotlook is a
specialized information agency based in Liverpool).
The index, expressed in US cents/pound is the average
of the five lowest spot prices from a range of very
varied, representative locations, CIF North Europe.
It refers to a fibre 28 mm (1-3/32") long of grade
no 5 - "white middling"” (grade is an index of
overall visual quality). '

The world price for cotton is very volatile over any
timescale. For example, the weekly average Cotlook A
index varied between 52 and 86 cents/pound over the
period from August 1992 to July 1994.

This volatility, more marked for cotton than for
other agricultural raw materials, is explained by the
. hazards of trade but principally by the hazards of
production: water supply (too much or too little),
temperature, attacks by para51tes are to a great
extent matters of chance in many production regions.



1.3. Communlty productlon

1.3.2.

: 1 3 1 Areas

Follow;ng the cessatlon of the very limited .
production in Italy, Greece and Spain are currently
the only Member States produc1ng cotton. Cotton is
produced in those countries almost solely on
irrigated land. :

Changes in areas in those two Member States and total

" areas are shown in the graph on the following page

(page i). Planting at Community level appeared to be
under control during 1989 to 1991 after a peak in
1988, but began to grow again from 1992. The area
under cotton in 1994 is estlmated at 423 000 ha.

Developments in Greece and Spain diverge, atrleast‘
from 1988. The area is growing in Greece, reaching
383 000 ha in 1994,~although in Spain developments

"are irregular: a maximum of 135 000 ha in 1988, a

minimum of 32 000 ha in 1993 and a slight increase to
40 000 ha in 1994. In the years 1993 and 1994, Spain
suffered from water shortagesuduring'the‘sowing '
period, and irrigated crops were prohibited in
certain areas. The basic trend, however, is a
relative fall in the under cotton in Spain compared
with that in Greece. Before accession, the average
area in Spain was 54 700 ha (1983 -85 average).

Yields

Unglnned cotton yields show nelther an upward nor a
‘downward trend at national or community level. This can
* be seen in the graph given on the following page

(page ii), show1ng developments since 1982. The average

yields are given in the following table: clipped average

- 1989 to 1993 (lowest and hlghest flgures excluded)

Greece

- Spain

E.U.

Average per hectare‘yields 1989-1993
(t/ha,’unginned standard quality cotton)
- 2.72
N 3.06
2.80

N.B. The standard qualxty used for calculatlon is
that used S1nce 1992/93: 3% 1mpur1t1es, 10%. humldlty.

‘The unglnned cotton fibre and seed yields are very

stable and are around 32 % and 54 % respectxvely both
in Greece and Spain. The standard quality is based on

these ylelds (see 3.1. on the price. arrangements and
aid). _
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1.3.3.

on the

MARKET-
YEAR

1986/87
1987/88
1988/89

1989/90

1990/91
1991/92
1992/93
1993/94
1994/95

1.3.4.

Production (unginned cotton)

The remarks made regarding changes in areas apply
mutatis mutandis to production as shown in the
table given below:

- apparent control of community production during
. the years 1989 to 1991 after a peak in 1988,
*then a sharp increase in 1994 to a record level

of 1 170 000 t ; '

- developments diverge in Greece and Spain:
almost continual increase in Greece, reaching
1 050 000 t in 1994, the decline in Spain being
particularly marked over the last two years,
with production of only 120 000 t in 1994 (it
should be noted that yields were normal in 1993
and 1994 in Spain but areas were reduced owing
to water shortages at the time of sowing - see
1.3.1.).

COMMUNITY COTTON PRODUCTION(t)
basis of the quantities eligible for aid in terms of
standard quality
(10% humidity, 3% impurities)

ING PRODUCT. PRODUCT. PRODUCT. TOTAL

GREECE SPAIN ITALIAN PRODUCT.
622754 265364 0o 888118
559963 256523 o 816486
751521 357753 92 1109367
827118 197332 27 1024477
662008 262835 32 924875
670940 260725 0 931665
760685 223932 0 984617
985676 98883 0 1084559
(e) 1050000 120070 0 1170070

Production - short-term fotecasts

Short-term production forecasts were based on the
following hypotheses, assuming no change to the

current support system:

stabilization of area in Spain at 80 000 ha
(normal water supply situation);

continuation of the upward trend in areas in
Greece (trend over the period 1986-94 under the
stabilizer) ;

use of the average historical yield over the
period 1989-93 of 2,8 t/ha in the absence of any
clear trend.



The relevance of these hypotheses w1ll be explalned

later in the report, partlcularly in the microeconomic

.ﬂ,analy31s and the analysrs of the stablllzer system w1th
" cut-off.

Underw:these‘»conditions, the communrty area down to
.. cotton could increase from - 423 000 ha in 1994 to.

540 000 ha in 2000, an lncrease of 28 % ; productlonf7
_would increase from 1 170 000 t in 1994 to 1 520 000 t

- in 2000, an .increase of 30 %. That would also mean an
- increase of 30 % in budgetary expendrture to almost ECU
1. bllllon (see 3.5.). . ‘

Leav1ng asrde env1ronmental problems (see 2 4. ), such.
an 1ncrease, although large, is not 1mpossrble from the
- point of view of land use, since the main competlng
lrrlgated crops are on a downward trend: partlcularly {
‘maize, but also tobacco, fruit (particularly. peaches)f
- and vegetables. It also assumes adequate ginning
capacity which would appear' possible, even' lf only.
through extendlng the perlod of operatlon. '

1.4. Communlty trade (glnned cotton)

" The European Un10n~ has ‘a 81gn1f1cant shortfall cin
_ glnned cotton (flbre) Average imports over the period |
1991-93 were 925 000 t and exports 107 000 t (source.

' vEUROSTAT-COMEXT) As produotlon lncreases, however, the
45 000 t' per year, as shown in . the graph on the next;
page (page 111). ‘ A . :
The supply balance for the perxod 1991—93 (1990
production has been 1ncluded ln 1991, etc.) is glVen

below.
‘ Su ly balance for lnned tto
PRLY 1991-93f avegrage .‘_’° n
IR : /' o - 000 S
- Production . . oo 296
v rmpbrts‘ o {' ’ - ""'925'
‘Bxports . 107"

"'Apparent consuﬁptionf : '»‘i‘ 1114

..The average rate of self-sufflcrency' was therefore';
27 % during the period 1991-93. It is increasing and
- should reach 45 % by 2000 if the production forecast
(and -budgetary . expendlture) made above (see 1.3.4.)
are accurate' and per caplta apparent consumptlon
4,rema1ns stable at 3 kg. )

external trade! balance is rmprovrng at the rate of .



For reference, ginned cotton (CN code 5201 00, cotton,

not carded or combed) is imported free from customs
duties.

The European Union's principal external suppliers are
the former Soviet Union (Ouzbekistan), from which
supplies are increasing, the United States and the
franc zone in Africa (see graph on next page, page
iv). The principal export markets are Brazil and
eastern Europe.

The average value of imports into the Union is
ECU 1244/t (1991-93 average) while the average value
of exports from the Union is ECU 1163/t. This slight
difference reflects an absolutely correct valuation of
community production. The detailed study of these unit
values, by origin and destination, gives other
information, in particular:

- American cotton exported to the European Union
- has a high wunit value, reflecting its high
.quality;

- recently the poorest quality Community cotton

- has been exported to Brazil.

Within the Community, Greece is naturally the main
supplier, while Italy, Germany and Portugal are the
main purchaser Member States.
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2.

2.1.

SOCIO-ECONOMIC ASPECTS

Economlc 1mportance and productlon reglons

‘Although ‘textile flbres (prlncrpally cotton, but- also L

flax fibre) account for only a small percentage of
final agricultual communlty production (0.5 %), they
are of greater importance .in_ the Member States and

",reglons rn Whlch they are grown.'ktﬂ

;»In Greece,: cotton; accounted for 9 .3 % of flnal
~ agricultural production in ‘1992, a flgure comparable

to that of olive oil. The figure is h;gher\ln the .

three large productlon regrons (NUTS 2)

- Thessaly ; :
e Macedonla-Thrace (three NUTS 2 reglons) ;
-, Sterea Ellada ok , -

- In Spaln, the percentage is 0 9 % (1989-91 average)

but rises to, 3,9 % .in- Andalusra (NUTS 2), the main
production reglon, while above Murcia and Valencia.
Within AndaluSLa, productlon 1s malnly concentrated in-

the provinces (NUTS 3) - Séville (11, 6’%. of ,u

¢h agrlcultural productlon) and Cordoba (5 6 %).

2.2, /Productlon structures

| The regular lnqulry 1nto structures does not prov1de
- specific information on cotton which is included in

industrial crops. There are, however, two sources.

They both pose certain problems but have ' the: advantager‘
of berng to a certain extent complementary. e

- statlstlcs ‘on “the system of a1d in favour of small

producers: - additional aid per hectare’ is paid to

producers sowing less than 2,5 ha with cotton (see .

3.3.); this specral system has ‘created, 'however,
'partrcularly in Greece, a growth of small producers
-which ' throws doubt on the statlstlcal concluSLons’
‘whlch can be drawn°'

" _ FADN (Farm Accountancy Data Network) statlstlcs,

these only cover farms. exceeding a minimum economic.
srze, whlch reduces therr ~scope as regards cotton.

There is also a cons1derable contrast in structures in
Greece and Sparn. ~

In Greece. there are sald to be around 100 000 small

cotton producers in the. ©1993/94 'marketrng year,;

accounting - for 53 % of the area. It .13 hlghly

probablethat this frgure is too hlgh owing to a .
v-drvrsron of - appllcatlons for ald for small producers
‘given that' the area farmed by "small producers” has - -

tripled in - four years. “The - FADN (1989-91  average)
shows 45 000 farms producing cotton. .with an. average

arable area of 4,3 ha and an average area under . ¢otton

of 2,5 ha, but thrs includes only 44% of Greek areas’
.under cotton  because of the minimum economic size

criterion. Curiously, despite the fact that the
- figures refer to different years,* the twO.iSQurces

' ‘cover almost the total area.

12



Structures in Greece are very small and highly

' specialized in cotton production.

FADN figures permit a more profound regional analysis

in Greece. In the Sterea Ellada region, holdings

producing cotton produce little - else: cotton
represents around five sixths of the arable land. 1In
Thessaly there is also a trend towards single crop
farming, with cotton representing an average of two
thirds of the arable area of the holdings concerned.
This trend is much less marked in Macedonia-Thrace, a
large cotton production region but where maize
dominates.

In Spain, more precisely, in Andalusia, the growth in
the number of small producers remains small: 3 800 in
1993/94, accounting for 16 % of the area (as against
13 % on the introduction of the system). FADN figures
(1989-91 average) show 11 000 holdings producing

‘cotton, with an average arable area of 14 ha and an

average area under cotton of 8,6 ha. FADN figures here
include almost all the area under cotton. Structures
are therefore significantly larger in Spain than in
Greece, but specialization in cotton is also very
strong.

Costs and margins

FADN figures up to 1991, permit a comparative analysis

of competing regions and crops. The figures are given .

in the table on the next page (page v). An initial
analysis has been made of the criterion - costs/cash
margin, with cash costs covering specific costs and
overheads, in particular harvest costs, but not
depreciation or labour costs, whether waged or not.
The fiqgures given are 1989-91 averages and are
expressed in trade ecus. '

The margin is highest in Thessaly, at ECU 2200/ha.
Cotton .production in the region is much more
profitable than that of maize, the main competing
crop, for which the margin is around ECU 1700/ha. In

‘Macedonia-Thrace, the margins for cotton and maize

are ECU 1600/ha- and ECU 1500 /ha respectively, and
therefore much closer. This explains the structural
differences between these two 1large production
regions: specialization in <cotton in Thessaly,
dominance of maize in Macedonia-Thrace. , .

In Andalusia, cash margins are lower than in Greece at

ECU 1400/ha for cotton and  ECU 1100/ha for maize.
Despite slightly higher yields, cotton, in absolute
terms, is 1less profitable in Andalusia than in
Thessaly and Macedonia-Thrace. This is due to higher
production costs and a more favourable agromonetary
situation in Greece than in Spain during the period
examined. The relative level of cotton/maize margins,
as 1in Greece, makes cotton more attractive and
explains the preference of farmers for cotton when the
water supply situation is suitable.

7%
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There is no reason to think that the profitability of
cotton fell s;gnlflcantly after 1991, since yields
were normal. The fall in areas was probably due to
water suple.es being less than expected and to the
attraction of sunflower seed  under the new
arrangements for oilseeds, particularly in 1993.

This anelysis shows the microeconomic bases for the

"rapid development of cotton in Greece. It also shows

its reduced attractiveness in Spain, although if
normal water supply conditions return, there is no
reason to expect structural decline.

Cotton and the environment

The relationship between cotton and the environment is
extremely varied. On the one hand, cotton is the main
plant textile fibre. It has a better image than
competing synthetic fibres, particularly thanks to its
being a “"natural" product. On the other hand,
production of cotton does pose certain environmental
problems, as is the case with many intensive crops.

The most important effect of the trend towards single
crop farming of cotton, described above, in certain
production regions, . the fact that cotton is an
irrigated crop, and the lack of crop rotation in
certain areas is the risk, over the long term, of
exhausting the soil and 1ncrea31ng the danger of plant
health problems. Irrigation, whilst not solely for

. cotton, causes problems of water management, both in

Greece and in Spain.

There is also the question of inputs, fertilizer and
pesticides, which cotton is reputed to consume in
large quantities. In fact, on the basis of cost
statistics supplied by the FADN, the levels of these
two lnputs are at comparable levels for cotton and for
other intensive crops (such as lrrlgated maize, wheat
in the cereal producing regions in the north, etc).
The use of a defoliant on mature cotton pla'nts to
facilitate mechanical harvesting is the most obvious
use of inputs.

At the ginning stage, there can also be problems with
the dlsposal of byproducts,' which are often simply
burned in the open air, thus resulting in pollutlon.
The chemical treatment applied to cotton fibres in the
textile industry can also pose environmental problems.

Following successful experiments with organic
production = of cotton in several countries,
particularly in the United States, Paraguay, Egypt and

,Indla, interest has grown for this type of production

in Greece where producers have requested the rlght to
market organlc cotton. This type of production,
however, requires considerably more manpower than
traditional methods. '

/S



There, have also been. experlments in the United States on the j

productlon of naturally coloured: cotton, of wvalue ‘in "the

~high~-quality cloth:.ng industry: this avo:.ds the need for

pollutlng treatments J.n the. J.ndnstry J.tseli

2.5,

Operators in the sector RN

‘Downstream from agr:.cultural productlon proper, th‘e\

- principal’ operators are: the: producers' organizations

* establishment of producer groups in the cotton sector.

_ Producer groups

- and the glnm.ng undertak.lngs. A brief outline of these:
- two groups will be. given; passing over the textile -
sector further downstream, pr:mclpally _sp:l.nnz.ng and -

weavn.ng .

Durlng the 19805, h CommunJ.ty encouraged the

Start-up aid was provided as was investment aid,

. ma.'l.nly for the purchase of harvestlng machlnery.

Most producers ‘now have harvest:.mg mach:l.nery, both J.n

Greece and Spain. Producer groups still have a role in

‘managing the pool of equipment. On the other. hand,

. | _ they do not appear very  active "in concentrat.tng and

~ad3ust:|.ng -supply - from: producers. It must Dbe
- recognized, however, that this role can: be played by
,'J.ndustry downstream (cooperat:.ve or ‘otherwise) more
-.easily. .in .this sector than in. .others, such. -as the
- fruit and vegetable -sector, " s:ane prices are:. stable,

‘ ‘the product relatrvely um.form and producers are
‘compet:.t:.ve. : i

‘ ‘?‘Gl.nnl.ng undertaklngs

‘G:l.nru.ng is ~an . 1ndustr1a1 actJ.VJ.ty w:.th a- very low

level of value added and  is largely ' dependent on . '

communlty support. Cooperat:l.ve undertak:mgs ‘account’
for‘ around - one thJ.rd of capaclty “in both producer

countrJ.es. R

»Generally | speaklng o there . are no part:.cular 5
d:l.fflcultles for the sixty odd undertak:.ngs in Greece,

given the growth in production. In Spain, on the.other’

‘hand, competition is :currrently fierce owing to- the
.-small harvests in 1993 and 1994. There are:still 32

undertakings, with considerable - overcapaca.ty. ‘Working
at the average rate, all Spam.sh product:.on could have

been ginned in 15 days in 11994, ~although - operations. -
‘can eas:.ly be spread over. three to four months, and
~more .'I.f necessary. g PP o



3.1.

OPERATION OF THE SYSTEM OF AID

Production aid and the minimum price

Although cotton does not fiqgure in Annex II to the
Treaty, Protocol No 4 of the Act of Accession of
Greece explicitly recognizes the agricultural
character of cotton production and introduces
production aid. This was supplemented by Protocol
No 14 to the Act of Accession of Spain and Portugal.
The aid is intended to support producer incomes but
its operation is based on the ginning enterprises. Aid
is paid to such undertakings prov;ded that the
producer has been paid at least the minimum price
(fixed by the Council).

Productionn aid, fixed at 1least monthly by the
Commission, is the difference between the guide price
for unginned cotton, fixed annually by the Council,

‘and the price recorded on the world market. In the

absence of quotations for wunginned cotton, the
Commission must "reconstitute" a world price on the
basis, per 100 kg:

- of 32 kg of ginned cotton (fibres) ;

- of 54 kg of cotton seed, calculated on the basis of

other oilseeds; _
- of standard ginning cost calculated at
A ECU 14.25/100 kg . '

It should be noted that fibres generally represent
more than 90 $ of the total value of fibres and
seeds.

'I‘he world price used for fixing the aid is a spot
price, i.e., forward prlces are not used in view of
the technical difficulties in establishing them (see
1.2.). Nevertheless, the aid can be fixed in advance
of or even after cotton is placed under control in the
ginning plants. Advanced fixing enables operators to
sell for future dellvery knowing in advance the amount
of aid they will receive, and if they can sell for

future dellvery at a higher price than the spot price,

thqy gain because of the fixed nature of the aid.
Fixing after delivery is a further facility, although,
curiously, ginners who have so far made use of it have
generally misread market trends, which has been to the
benefit of the Community budget. For cotton, the
problem with these operating facilities is not so much
their existence as the lack of speedy information
about them on which the Commission could take any
measures necessary (Commission staff examine changes

in world prices on a daily basis).
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3.2.

Compliance with a minimum price is monitored for all
deliveries from an individual producer to a given
plant on leaving the farm. It is adjusted, not only on
the basis of the water and impurity content, but also
on the basis of the fibre quality (length and grade),
which requires sampling and the application of a
(Community) scale of increases and reductions for
cotton above and below the standard quality.

Official prices for the 1994/95 marketing year before
application of the stabilizer (see next paragraph) are
as follows:

- guide price: A ECU 101,46/100 kg

=  minimum price: ~ A ECU 96,39 /100 kg

The stabilizer mechanism

Since its introduction in 1981, the production aid
for cotton has been covered by a stabilizer mechanism
based on a community maximum guaranteed quantity
(MGQ). Since the accession of Spain (1986/87
marketing year, the rules of these arrangements have
been amended almost every year. A description of
those changes is given on the next page (page vi).
The arrangements are currently as follows:

- MGQ of 701 000 t ;
- reduction in the guide price corresponding to
50 % of the overrun of estimated production of

the MGQ ;

- reduction in the minimum price by the same
amount;

- correction possible the following year on the

basis of actual production; w1th a threshold of
3 % of the gap;

- maximum reduction (cutoff) of 18,5 % of the
~guide price for the current marketlng year and
7 % for next year.

" The system is similar in certain respects to that
used for oilseeds between 1988/89 and 1991/92 but has
the fundamental difference of having a cutoff, which
is now regularly reached. This has meant that
production has not fallen (see 1.3. above) and
budgetary expenditure has continued to increase (see
3.5. below).

The MGQ of 752 000 t fixed for 1986/87 resulted from
the addition of the quantities for two Member States:
- 567 000 t for Greece, the previous MGQ; .

- 185 000 t for Spain, the quantity referred to
in the Act of Accession, as a form of “"right
to produce” for Spain. : ’

Subsequently, the standard quality having changed,
the MGQ was adjusted to 701 000 t from 1992/93.



The table on the next page (page vii) shows changes
in actual official prices, i.e. the prices after
application of the stablllzer, from 1986/87 and the
reconstituted world price. It shows the 1mportance of
the world price and of aid in producers' incomes.
They currently account for around 1/3 (around A ECU
250/t and 2/3 (A ECU 500/t) of rncome respectively.

To show the impact of monetary and agrimonetary
effects, the follow1ng page (page viii) shows changes
in the actual minimum price in national currency at
current prlces. The stabilizer did not prevent the

minimim price in Greece increasing by a factor of 2.7

between 1986/87 and 1994/95 and the same price in
Spain from remaining at the same level. If account is
taken of the difference in inflation rates, however,
the gap is reduced.

It should not be forgotten that the monetary effects
are the same for all products covered by a market
organization and are not therefore specific . to
cotton. Neither do they explaln the relative decline
of cotton productlon in Spain to that in Greece. In

both countries, it is the relative levels of support
»for crops which explain changes in production.

The cqrrent‘level of aid is around A ECU 1400/ha.

Aid to small producers

A special aid scheme for small cotton producers was
introduced in the 1989/90 marketing year in order to
partly offset the effects of the stabilizer for those
producers and following the - introduction of the
system of aid for small olive o0il producers. Small
producers were assumed to be unable to benefit from
the economies resulting from mechanization.

Cotton producers eligible for a particular marketing

year for aid for small cotton producers are those
with an area of not more than 2,5 ha under cotton.
The basic additional aid is ECU 250/ha up to a
maximum guaranteed area of 73 000 ha, calculated on a

historical basis, in order to  ensure absolute

budgetary neutrallty.

Over the years, this aid has - resulted in an increase
in  the number of small producers by producing a
division in appllcatlons, particularly in Greece, and
therefore an increase in the area concerned, which

~has increased from 21 % in 1989/90 to 50 % in

1993/94. . The position during the latest year of
application was as follows:

~7



System of aid for small producers in 1993/94

Number of Area $ of area
producers concerned under
' cotton
Greece 99 000 187 000 3.2
Spain 3 800 5 200 16.5
E.U. 102 800 192 200 50.1

3.4.

This develgpment of the system brought actual aid to A
ECU 94/ha in_1993/94, representing only around 4 % of
the income of the producers concerned.

The_argument_that,é small producers lack mechanization is

no longer valid since producers use harvesting machines
in common through producer groups.

Problems of control

The keKs to management of the cotton arrangements are:

- the area declaration submitted by producters ;

- the contract between the producér 'and the ginner,
with the yndertaking, to respect the minimum price;

- the bringing of unginned cotton under control 1in
the ginning plant, with determination ¢f quality ;

- .goods in/goods out records at the ginning plant.

In theory, this %xftem of management should ensure
adequate "control. enables the ‘origin of each batch
of unginned cotton to_be traced and the plausibility of
quantities to be checked given the areas concerned.

The Commission takes the view that the opératipn of the
sKstem is generally-satlsfactorg in Spain., This 1s_ not
g e

e case for Greece however, where attention has been.

rawn, A particularly since tﬁg 1991/92 marketin ear
to an increase,kin the quantities eligible. for ai which
aﬁpears excessive when compared with " initial estimates.
The Commissjon's principal criticisms of management of
the system 1n Greece are:

- the almost total absence of checks on individual
areas; R

: s .
- the lack of checks on implausible yields;

- the existence of intermediaries between preducers
and ginners, with numerous cases of falsification
of crop decfaxatxons; .

- shortcomings in the procedures for bringing cotton
under control, which can lead to falsification of
the quantities eligible ;

- management of the  system by a _body (the Cotton
Board) whose statis is ~unclear”™ and which,
furthermore, takes 1 % of aid ; . :

- lack of cooperation from the Greek authorities.

The situation was considered sufficiently alarming for
the Commission to announce its intention ‘of refusing, to
clear the 1991 accounts for Greece for cotton, refusin

‘25 % of expenditure and 100 % if cooperation was no

forthcoming.

There have been no complaints from producers regarding
lack of compliance with the minimum price.

R



3.5.

1986

532

Budgetary expenditure

pro

small roducers (paid per, -hectare). The former,
included in Chapter 1-14 - Fibre Plants 186%% far _ the

Budgeta;y expenditure on cotton is accounted for b
1

largest, amounting to an average of B ECU miilion
over the. period 1991-93. The latter, which comes under
Chapter 1-38 - Rural Development, is onl

B ECU 21 million per year, thanks to the maximu%
uaranteed area , mechanism which ensures absoclute
udgetary neutrality.

The following table shows expenditure on production
aid since 1986.

-

Expenditure on production aid

B _ECU_ Mio)
1987 1988 1989 1990 1991 1992 1993 1994

{budget)
479 472 571 540 488 742 831 760

{Source : DG Vi)

The existence of the maximum guaranteed quantity has
not permitted stabilization of ~ expenditure because of

the cuytoff for reductions applicable to official prices
and aid. :

‘As was  seen in 1.3.4. on medium-term production

forecasts, if the support system remains upchanged,

gggsetary expenditure will be almost ECU 1 billiod in

uction aid (paid per tonne) and the special aid fo¥
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4.  CONCLUSION/PROPOSALS

It emerges from this analysis that the existing aid system on the maximum guaranteed
quantity has not succeeded in its objective of limiting support to the quantity foreseen
because of the limit on the aid reductions and yet that the system is perceived to be unfair
because expansion in one producing member state has led to aid reductions in both
member states. Against this background it is not surprising that the Council in December
1993 noted that the Commission intended to reflect "on the specific problems of the cotton
sector in the spirit of fair management”.

Possible solutions

One solution which has been examined by the Commission would be to integrate cotton
into the compensation scheme for arable producers alongside cereals, proteins and oilseeds.
The Commission does not, however, consider that this solution would be appropriate. The
fevel of aid for cotton expressed in terms of aid per hectare far exceeds that of other arable
crops - around 1700 ECU/ha compared with 540 ECU/ha®” for irrigated maize. Thus the
discipline of the base area would not, of'itself, provide a sufficient budgetary protection and
it would be necessary to apply a separate Maximum guaranteed area for cotton.
Furthermore, given the high proportion which labour and other inputs represent in the total
value of the cotton, there would be a strong temptation for producers to claim the area aid
on the basis of low or minimum cultivation, in other words, to cultivate the aid.

The Commission, therefore, has concluded that the basic structure of the aid system should
be retaired, subject to a number of adaptations as explained in the following paragraphs.

PROPOSALS

Level of support

The volume of aid provided in 1992, which was the point of departure for the reform of other

sectors, should be regarded as the basis for future support in this sector.

Smail producers scheme

As small producers are able to benefit from mechanisation by working collectively and as it
is evident that the effect of the scheme has been to distort production structures in Greece,
this scheme should be ended and the budgetary cost of this scheme should be integrated into

the total value of support for the sector. The total support for the sector, for large and smail
producers combined, was 762.9 MECU in 1992. '

 respectively 1400 and 450 in “old” green ECU.
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Revised MGQ and distribution between producing member states

The MGQ should be split between the two producing member states, in accordance with

their average production in the last period of three consecutive years in which climatic
conditions can be regarded as having been normal, i.e. the years 1990/91 - 1992/93. Average
Community production in this period was 947,000 tonnes, of which 698,000 tonnes were in
Greece and 249,000 in Spain. '

Revised target price

To ensure compatibility between the revised MGQ and the level of support in 1992, the
level of the guide price should henceforth be set at 110.73 ECU/100 kg. This level of target
price has been . calculated taking account of an estimated normal world price of 30

ECU/100 kg (the middle of the observed range of 18-42 ECU/100 kg and the average for
the years 1986/87 - 1991/92) . Hence under normal world market conditions and  with the
continuance of recent average production levels, expenditure will equal the budget limit"™" .

Equitable management

The aid penalties to be applied should the increased MGQ be exceeded would be partly
applied at a Community level and partly at a member state level. Thus the first 10% of any
excess (ie 5% penalty) could be applied equally to producers in both of the member states
concerned. Beyond that any further penalty would be shared in proportion to the extent to
which either or both member states’ production had exceeded ' their national guaranteed
quantity (NGQ) by more than 10%. With the rebased MGQ and with the equitable sharing of
any potential penalties, which would enable each member state to encourage producers to
respect their national guaranteed . quantities and thus avoid large aid reductions, a limit on
potential aid reductions is no longer necessary nor is it compatible with the objective of the
revised system. Similarly it will no longer be appropriate to continue the existing provisions
which provides for part of the aid penalty to be carried forward from one season to the next.

Aid reduction will, therefore, fall equitably on the producers in the year where any excess
occurs.

Enhanced control

Although, from the reasons explained above, an aid per hectare system would not be
appropriate for cotton, it is nevertheless desirable for control reasons to establish a link
between the hectares planted with cotton and the quantity of unginned cotton delivered to
the ginners.This link, to be established on the basis of appropriate yield coefficients will
reinforce existing controls on the volume of ginned cotton produced by the ginners. This
additional control will protect the Community budget from the risk of aid being paid on

(*) respectively 91.7, 25 and 15-35 in “old” green ECU.
€9 (110.73 ECU - 30.2 ECU)x 10 x 947,000.

18
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cotton not actually produced by Community producers and avoid the risk that genuine
producers could be penalised because of the MGQ being exceeded as a result of fraudulent
production.

" Establishment of the world price

At present the world price for unginned cotton is fixed on the basis of the value of ginned
cotton and cotton seed, after taking account of ginning costs. This system is, however,
subject to serious weaknesses.Ginning' costs cannot be accurately established and reliable
quotations for the value of cotton seed are lacking. It is, therefore, proposed to establish in
future the price of unginned cotton on the basis of quotations for ginned cotton adjusted
by a coefficient based on the past relationship between the ginned cotton price and the price
for unginned cotton, as it was calculated by the Commission.

Marketing year and payment of aid

In order to establish forecast production more accurately, it is proposed to delay the start
of the marketing year from 1st September to Ist October, that is to say, to a date which
corresponds better with the time when the ginning period begins. The final level of payment
will, of course, depend in part on whether and to which extent the MGQ has been exceeded
which cannot be established until near to the end of the campaign. However, an advance of

not more than 40% will be available to ginners. The level of the advance within that

maximum will be determined each year by the Commission after consulting the
- management committee, in the light of provisional information on the level of production
and the expected world market price.

Conclusion

The Commission considers that this system will offer producers greater security and a better
basis on which to plan. It will ensure that production will remain within the new MGQ and
NGQs if the proposed aid level proves to provide a reasonable level of return by comparison
with competing crops. If expansion takes place until an equilibrium is reached, this will
reflect equitable management of cotton by comparison with other crops. At the sarne time
the division of the MGQ between producing member states can be regarded as equitable

treatment of producers in the two Community production zones.
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marketing year: the conversiqn of the quantities eligible for the aid
(relating to marketing years before the abovementioned adjustment in
standard quality) expressed in terms of the current standard quality is

obtained using a reduction coefficient of 0.9325748.



- Il CALCULATION ‘OF THE GUIDE PRICE

assumxng a world market prrce for unglnned cotton of ECU 25/100 kg

(average 1986/87 - 1991/92)

Totai expenditure;(withontba;change in the system)* x 106 =

.GMQ
762.9 x 106 budget ecus Lo L e
947 000 tonnes 1 . . T o B
= 66.7 green ecus/ldO,kg»v*f "tt o o c'-"

4Gu1de price for unginned cotton =

 66.7 green ecus/loo kg + 25 green ecullloo kg

* %

Thx

91.7 green ecuellooekd,,or_ECU 110.73/160,k§ ¥t*

releting to the 1992/93 marketinc_yearfand broken down as follows:

general ayetem§ ‘\742 ﬁillion:bnggetfecﬁe

‘small producers; Scheme:f20.9 million quQet~ecue.

N

Cconverting oudget,ecquintokgreen_ecue'is‘donegbg dividing'by'1;257

From 1 February 1995 all the prlces and amounts expressed in green

ecus. must be converted 1nto fznancial ecus by multiplyxng by a factor :
of 1 207509 ‘
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Proposal for a
COUNCIL REGULATION (EC) No L
: ‘ ' . /85/ 0061(cNs)
of ‘
‘ adjustlng, for the fifth txme, the system of a1d for cotton '
mtroduced by Protocol 4 annexed to the Act of Accessmn of Greece

" THE COUNCIL OF THE EUROPEAN UNION,
: ‘Ha,ving regard to the _’I‘reatyes;tahliShing the Eu‘rOpe‘an Commumty, |

o Havmg regard to the Act of Accesswn of Greece, and in partlcular paragraph 11 of Protocol 4 ,
 on cotton, as last amended by Regulatlon (EEC) No 2052/92", o

Havmg regard to: Counc11 Regulatlon (EEC) No 2052/92 of 30 June 1992 adjusting, for the o

: second time, the system of a1d for cotton mtroduced by Protoeol 4 annexed to the Act of

- Accessxon of Greece, and Hin partlcular Artlcle 5 thereof
‘Having regard to the prop‘osal’(from the ComrniSSion, : :
Having regard to the opinion of the European Parliament,

. Having regard to t_heop.imfo’njof the Econonric and Social Committee, -

' OINoL2iS,30.7.1992, p. 10.



Whereas a review of the operation of the system established by Protocol 4 as referred to in
Article 5 of Regulation (EEC) No 2052/92 has shown that the system needs to be adjusted;

Whereas a study on the impact of cotton growing in the regions where it is practised points
to a potential for increasing production in those areas of the Community most suitable for this
crop, taking into account the Community's demand for cotton fibre; whereas the guaranteed

maximum quantity should accordingly be increased;

Whereas, on the other hand, to ensure that production of this crop does not expand in those
regions less suited to it and to avoid an increase in expenditure, the guide price should be
reduced in proportion to the increase in the guaranteed maximum quantity and no limit should
be piaced on the reduction in aid should the guaranteed maximum quantity be exceeded;
" whereas, in fixing the guide price, account must be taken of the adjustment to the price in
ecus laid down in Council Regulation (EC) No 150/95 of 23 January 1995 amending
Regulation (EEC) No 3813/92 on the unit of éccount and the conversion rates to be appiied
for the purposes of the common agricultural policy?;

Whereas, with a view to facilitating budgetafy arithmetic and fairness among operators, any
deferral of the reduction in aid should be disallowed;

2 OJNolL 22 31.1.1995, p. 1.



,_Whereas the dlverglng productron trends in the producer Member States have produced ‘
- mequttable effects in the operatron .of the system of stabrhzers, whereas, w1th a vrew to

‘estabhshmg a faiter syStem, provision should be. made so that, ‘where the guaranteed' \

' maximum quantxty 1s exceeded by: no. more than IO%, the aid should be reduced equally m o

-the producer Member States and where the guaranteed maxrmum quantrty is exceeded by L |

~more than 10%, the Member States responsrble should be sub_]ected to a further reductlon

whereas, however, provrsron should be made whereby Member States whrch are potentlal -

~cotton producers can start to grow cotton by settmg productxon at a level at which the system’ S

of stablhzers does not apply, T

o Whereas, to enable operato‘rs;to run‘longer production and processing p'rogra'mm'es,rth'e gurde
: pnce and the mlmmum pnce payable to- the producer to ensure the beneﬁts from the aid
. should no. longer be ﬁxed annually, : L

Whereas expenence may show that other adjustments to the system prov1ded for in’ the* "
abovementroned Protocol are necessary, whereas a procedure allowmg the- Councrl to adjust |
the system should accordmgly be lard down, '
HAS ADOPTED THIS RBGULATION:'
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Article 1

This Regulation provides for adjustments to the system of aid for the production of cotton

provided for in paragraphs 3, 8, 9 and 11 of Protocol 4 annexed to the Act of Accession of
Greece and adjusted by Council Regulation (EEC) No 1964/87°, as last amended by
Regulation (EC) No 2760/94*.

Article 2

Article 2 of Regulation (EEC) No 1964/87 is replaced by the following:

"Article 2

A guaranteed maximum quantity (GMQ) is hereby established for which the aid referred
to in point 3 of Protocol 4 on cotton shall be granted. |
This quantity shall be fixed for each marketing year at 947 000 tonnes of unginned

cotton.

The GMQ shall be allocated as follows among the Member States (guaranteed national
quantity - GNQ):

Spain: 249 000 tonnes

Greece: 698 000 tonnes.

Paragraph 4 notwithstanding, if during a marketing year actual production exceeds the
GMQ, the guide price for that year shall be adjusted as follows:

3
4

OJ No L 184, 3.7.1987, p. 14.

- OJNo L 294, 15.11.1994, p. 17.



A

A _where the GMQ lS exceeded bY up. to 10%, the gulde pnce shall be reduced by o
a percentage GQual to half the percentage excess, S 3
3 : \;' pa Lo L

- 'where the GMQ is exceeded by more than 10%, an addrtional reductlon shail be*‘ L

-made tor the gurde pncd in every Member State where produet10n exceeds the
GNQ plus 10%. The addmonal reductlon shall be calculated taking account of the. -

extent to whlch the GMQ was exceeded and shall be propornonal to the dlfference | RS

. between the actual quantlty produced by each Member State and 1ts GNQ

The ieducﬁons ‘applicable shall be fixed in acéordance with the procedure 1aid dowm in

Article 12 of Council Regulatxon (EEC) No-1308/70°, as last amended by the Act of I

~ Accession of Norway, Austna, leand a.nd Sweden to the European Umon.

4. | Paragraph 3 shall not apply o Member States in whlch the actual quantrty of ungmned'
o "cotton produced does not exceed 1 500 tonnes in ‘the marketmg year."
S ‘ T f_;.;;.-a‘;_ Cwoa

Anticle3
- Paragraph'8 of Protocol No4isreplacedby _the;folloWirfgf,;fz*' =

"8, The guide price shall be set at ECU 110.73/100 kg of unginned cotton. = -

~*  OINoL 146,4.7.1970; p. 1.



This price shall relate to cotton:

- of fair, sound and merchantable quality, A

- having a 10% moisture content and 3% impurity content;

- having the necessary characteristics to produce, after ginning, 32% grade 5 fibres
(white middling) of 28 mm length (1-3/32")."

Article 4

The foliowing paragraph is inserted in Protocol 4:
"8a. Production aid .shall be granted only to those undertakings which buy unginned cotton
at a price at least equal to a minimum price. The minimum price shall be set at

ECU 105.19/100 kg of unginned cotton for the quality selected for the guide price at

the farm gate."
Article 5

Point (a) in the second subparagraph of paragraph 9 of Protocol 4 ‘is deleted.



'Parag'raph 11 of Protpébl Né 74, is replaced"hy the fbllowingf :

"1l Before the start of the 1999/2000 marketmg year at the latest, the Commrsston shall - ’v ‘ |

g send the Council a report on’ the operatxon of the’ system of aid for cotton
‘ If the report shows 1t to be necessary the Counetl, actmg by quahﬁed majonty ona
: proposal from. the Commlssron and havmg consulted Parhament, shall decxde on any
| , adjustments to the system, account bemg taken of the expenence acqurred in operatmg
 both this system and the system of support for arable crops .o

A rticle 7

’ This Regulatlon shall enter mto force on the tlnrd day followxng its pubhcatxon in the Ofﬁcial
" Journal of the European Commumtres o

It shall[\apply from thel995/96marketmg year -

This Regulation shall be binding in its entirety and directly applicable in all Member States. .

Done at | o ’ "'For‘thefCouncil

~
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_ Proposal for : a
L COUNCIL REGULATION (EC) No .
| - k of *

laymg down the general rules for the system of ard for cotton o -
' - and repeahng Regulatlon (EEC) No 2169/81

 THE COUNCIL OF THE EUROPEAN COMMUNITIES, -
" Having regard to the Treaty"establishlng_ the‘ Europea'n Union, |

\

o Havmg regard to the Act of Accessron of Greece, and in partrcular paragraph 9 of Protoeol 4
" on cotton, as last amended by Regulatlon (EC) No /95l '

Having regard to' the proposal by the CommissiOn-, -

Whereas Potocol 4 of the Act of Accessron of Greece and Councrl Regulatron (EEC) |
No 1964/87* have been amended by Regulatron (EC) No  /95; whereas Council Regulatron. o

- - (EEC) No’ 2169/813 as last’ amended by Regulatron (EEC) No 1554/934 should accordmgly -

- . be amended; whereas the srgmﬁcance of the adjustments that need to be made to Regulatron - |
a (EEC) No 2169/81 and the large number of amendments already made to it make’ 1t" |
l 'appropnate to recast tlus Regulatron for the purposes of clanty and transparence, Whereas |
Regulatlon (EEC) No. 2169/81 should therefore be repealed ‘

| Whereas, pursuant to: paragraph 9 of the Protocol itis. necessary to lay down the rules of ; o |

procedure and sound management for its apphcatron, the genera.l rules of the system of
' productron axd the cntena for) deterrmmng the world market | pnce and the rules concermng ‘"

the ﬁnancmg of the measures. env1saged

See page  of this Official Journal
- OJ No L 184, 3.7.1987, p. 14. '
OJ No L 211, 31.7.1981, p- 2.

OJ No L 154, 25.6.1993, p. 23.
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Whereas, in order to facilitate the management and control of the aid system, provision should
be made for a procedure establishing close cooperation between the Member States and the
' Commission within a Management Committee; whereas it is advisable to use the Management
Committee for Flax and Hemp as provided for in Regulation (EEC) No 1308/70 on the

common organization of the market in flax and hemp’;

Whereas, in .accordance with Article 2 of Regulation (EEC) No 1964/87, the aid shall be
reduced by a coefficient yet to be determined where Community production exceeds a
quantity fixed in advance; whereas, in consequence, the amount of aid to be granted cannot
be determined until the actual quantity produced is itself known; whereas, to offset the adverse
effects of late payment of aid for the parties involved, provision should be made for the part

_ of the aid to be paid in advance;

Whereas, pursuant to the third subparagraph of paragraph 3 of the Protocol, the aid is
determined on the basis of the difference between a guide pﬁce for unginned cotton and the
world market price; whereas, since there is no international trade in unginned cotton, and theré
are therefore no offers or quotations, provision should be made to enable a world market price
for this product to be determined; whereas this price may be e_stablished‘ on the basis of the
historical relationship between the price agreed for ginned cotton and that calculated for

unginned cotton;

Whereas, when calculating the 15ricc of ginned cotton, account should be taken of the offers
made on the world market and of the quotations on those exchanges that are important for
international trade; whereas the price on the world market must be calculated using the lowest
offers and quotations on that market among those that are considered representative of the real

market trend;

*  OJNo L 146, 4.7.1970, p. 1.
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o )Whereas for the a1d system to Operate correctly, the world market pnee must be recorded forij 2

coa Commumty fronuer croSsmg pomt whereas m ﬁxmg thrs pomt, account should be taken

~ 'of the extent to whrch 1t is represerrtatxve for unports of the products in questron, whereas ‘
- therefore, in the case of mul“trple orxgms the ports of Northem Europe should be. chosen and-_f

m the case of a hmrted number of ongms, offers or quotatlons recorded on an. exchangev ‘, -

outsrde Europe the port of Pn'aeus should be chosen, whereas, in the latter case the offers and |
N quotatrons adopted wrll need to be adjusted if they relate to some other frontler crossmg pomt |

. Whereas such adjustments should also be made to the offers and quotatlons adopted in order -
to compensate for any vanatlon from the presentatlon and quallty taken asa, basrs for ﬁxmg

 the gmde pnce

B Whereas the producer Member States should be: reqmred to set up the control arrangements .

necessary to ensure that the a1d system operates correctly,

pWhereas, wrth a vrew to subjectmg the Commumty expendrtm’e on applymg the planne d Dot

" - measure to financral and monetary rules and appropnate procedures Councrl Regulatlon

', _(EEC) No 729/70 of 21 Apnl 1970 on the ﬁnancmg of the common agricultural pohcy as "

last amended by Regulatron (EEC) No 2048/887 should apply mutatis mutandis to the matters

' o dealt with herein, as ‘should the Regulatlons relatmg to the value of the unit of account and

: ; the exchange rates to be applled within the framework of- the common agncultural pohcy,

~ Whereas the adjustments to the system as laid down in thls Regulatlon must be 1mplemented !

- as smoothly as poss1ble whereas provrsronal measures may therefore be necessary

/

 HAS ADOPTED THIS REGULATION:

7_ -

6 - OINoL 94, 2841970 p. 13.
7 OINo L 185, 1571988 p. 1.



Article 1
For the purposes of this Regulation:

(a) "unginned cotton" means the fruit of the cotton plant (Gossypium) which has reached
maturity and has been harvested, and which contains pod waste, leaves and earthy

matter;

(b) "ginned cotton" means the cotton fibres (other than linters and waste), neither carded nor
combed, from which the seeds and most of the pod waste, leaves and earthy matter have

been removed.
 Article 2

The guide price for unginned cotton of a specified quality shall remain applicable throughout

a given marketing year; the marketing year shall run from 1 October to 30 September.
Article 3

1.  The world market price for unginned cotton shall be determined by taking account of
the historical relationship between the world market price for ginned cotton and that
calculated for unginned cotton. It shall be determined periodically on the basis of the

worid market price recorded for ginned cotton.

2. If the world market price for unginned cotton cannot be determined in accordance with
paragraph 1, this price shall be established on the basis of the most recent price

determined.



1

Artlcle4

The world market pnce for gmned cotton shall be deterrmned on the basrs of a grade

| 5 (wlute mrddlmg) product with a fibre length of 28 mm (l 3/32") account bemg taken |

of the offers made on' t!ns market and of the quotanons on one or more Europeanlg

exchanges that are 1mportant for- mternatronal trade The pnce shall be determmed ‘usmg

~“the lowest offers and quotatrons among those that are consrdered representatlve ‘of the . o |

real market trend

N~y
i

- For the purposes of the ‘abOVe calculatmn, an average shall be estabhshed of the offers‘ |

; and quotatxons on one or more European exchanges fora product dellvered cifata port

in Northern Europe and commg from the vanous suppher countnes consrdered the most '

representrve in terms of mtematronal trade

- ::However, where the world market ‘price cannot be determmed in accordance wrth the»'

precedmg subparagraph, it shall be determmed

- on the basrs of a llmrted number of the most representatrve offers and quotatrons
for a product dehvered cif at eraeus recorded on the Lrverpool exchange, or on

another European exchange, or

- - on the basrs of the offers and quotatrons ona non-European exchange erther by’ ¥
. calculatmg an average of the offers and quotatrons for a product dehvered cif at

Piracus coming from various suppher countnes that are consrdered the mostf |

representatrve in’ terrm of mternatlonal trade, or by usmg a limited number ofthe

B f most representatlve offers and quotatrons for a product dehvered cif at Pu‘aeus

. Where the offers and quotatxons recorded do not satxsfy the reqmrements referred to in

, the precedmg paragraphs the necessary adjustments shall be made



Article 5

Without prejudice to Article 2(3) of Regulation (EEC) No 1964/87, when the world
market price determined in accordance with Article 3 is below the guide price, aid equal
to the difference between these two prices shall be granted for unginned cotton harvested

in the Community.

The amount of the aid to be paid shall be the amount applicable on the day the
‘application for aid is made. However, the amount of the aid applicable on the day the
application is made shall be adjusted on the basis of the difference between the guide
price applying on that day and that applying on the day when the cotton is placed under

control.

Should the application for aid be lodged before the application for supervised storage,
the application for aid shall not be valid unless an adequate security is lodged to

guarantee submission of the application for supervised storage within the time limit set.

Entitlement to the aid shall be acquired when the cotton is ginned. However, aid may
be paid in advance from 16 October following the start of the marketing year when the
unginned cotton enters the cotton ginning undertaking, provided that an adequate
security has been lodged. The amount of the advance shall be calculated using “the
procedure laid down in Article 10(1), account being taken of the estimated production
of unginned cotton and of the anticipated amount of the aid. The advanée may not
exceed 40% of the guide price. Any aid balance outstanding shall be paid once the

actual quantity produced has been determined and the amount of the aid has been |
revised downwards, where appropriate. It shall be paid before the end of the marketing

year, at the latest.

The aid shall be paid by the producer Member State on whose territory ginning takes |

place.



H°W°"ef lf the quan 1ty Of glnned cotton 1siless than or.equal to 33% of the quantlty'j) T

of u\ngmned cotton thit has entered the,cotton gmmng undertakmg, axd shall be granted r

Vi V"f‘percentage excess,




(b) in other cases, the actual production in excess of the guaranteed maximum quantity
(GMQ) plus 10% shall be calculéted asa percéntage of the GNQ of the Member State
concerned, and the guide price shall be reduced by a percentage equal to half the
percentage excess.'

Article 7

Aid shall be granted only to those cotton ginning undertakings which apply for it and which

1. have submitted either:

(a) a contract stipulating payment to the producer of a price at least equal to the .
minimum price referred to in Article 8a of Protocol 4 and containing a clause

specifying that:

- in the event of application of Article 2(3) of Regulation (EEC) No 1964/87,
the agreed price shall be reduced by the amount by which the aid is reduced
following application of that Articnle,

- in the event of a difference between the quality of the cotton delivered and
the standard quality, the price agreed will be adjusted proportionally by

common consent between the contracting parties; or
(b) a statement giving details of the conditions under which the ginning is carried out
and how the aid is passed on to the producers where the undertaking gins cotton

on behalf of an individual producer or a producer associated with that undertaking.

2.  keep stock accounts on ginned and unginned cotton that satisfy requirements to be laid

down, with a view to enabiing entitlement to the aid to be checked.

3. provide the other supporting documents needed for checking entitlement to the aid.






ascertain the quantity of ginned cotton obtained in each cotton ginning undertaking from

the quantity referred to in the first indent,
ensure that the minimum price is complied with.
Article 11

Detailed rules for the application of this Regulation shall be determined in accordance
with the procedure laid down in Article 12 of Regulation (EEC) No 1308/70.

If it proves necessary to introduce transitional mesures in order to facilitate
implemehtation of the adjustments to the system as laid down by this Regulation, such
measures shall be adopted in accordance with the procedure provided for in paragraph
1. They. shall apply until the end of the 1995/96 marketing year at the latest.

Article 12

Regulation (EEC) No 2169/81 is hereby repealed.

References made to the repealed Regulation or to any Articles thereof shall be constued

as being made to this Regulation or to the corresponding Articles hereof.

10






FINANCIAL STATEMENT PaRAENODI 10

Date: 26 January 1995

BUDGET HEADING: 141 aid for cotton production 7 APPROPRIATIONS: ECU 723 million

TITLE:
Proposals to adapt the aid scheme for cotton

LEGAL BASIS: 4
Protocol No 4 annexed to the Act of Accession of Greece

AIMS: :
To ensure fair administration in the cotton sector, taking account of the differences in the development of cotton
production in Greece and Spain

FINANCIAL IMPLICATIONS: PERIOD OF 12 CURRENT FOLLOWING
MONTHS FINANCIAL FINANCIAL
YEAR YEAR

O (95) (96)
(ECU million) (ECU million) (ECU million)

5.0.

EXPENDITURE . A : - - ECU 5 million

- CHARGED TO THE EC BUDGET
(REFUNDS/INTERVENTION)

- NATIONAL AUTHORITIES

- OTHER

5.1

REVENUE

- OWN RESOURCES OF THE EC
(LEVIES/CUSTOMS DUTIES)

- NATIONAL

5.0.1.
S5.L.1.

1997 1998 1999 2000

ESTIMATED EXPENDITURE
ESTIMATED REVENUE

5.2.

METHOD OF CALCULATION:

See Annex

6.0.

CAN THE PROJECT BE FINANCED FROM APPROPRIATIONS ENTERED IN THE RELEVANT
CHAPTER OF THE CURRENT BUDGET? ESMO

6.1.

CAN THE PROJECT BE FINANCED BY TRANSFER BETWEEN CHAPTERS OF THE CURRENT ‘
BUDGET? : FESRC)

6.2

WILL A SUPPLEMENTARY BUDGET BE NECESSARY? NO |

6.3.

WILL FUTURE BUDGET APPROPRIATIONS BE NECESSARY? YES

OBSERVATIONS
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