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At its meeting of 23 January 1985 the Committee on Budgets appointed

Mr James ELLES zs draftsman of the opinion.

During it: meeting of 28 February 1985, the Committee on Budgets
adopted the amendments which follow.

According to Article 101, paragraph 5 of the Rules of Procedure, the

Committee on Budgets authorised fhe draftsman to table these amendments
in plenary session.

In the course of adopting the amendments, the following were present:

Members: Mr COT, chairman; Mr RYAN and Mrs BARBARELLA, vice-chairmen;
Mr James ELLES, draftsman; Messrs ABENS, ARNDT, BARDONG, BONDE,

Mrs BOSERUP, Sir Fred CATHERWOOD, Messrs CHIUSANO, CHRISTODOULOU,
CORNELISSEN, DANKERT, Mrs FUILLET, Messrs LALOR, LOUWES, MIZZAU,
NORMANTON, PAPOUTSIS, PFENNIG, PITT, Sir James SCOTT-HOPKINS,

Mrs SCRIVENER, Messrs TOMLINSON and VON DER VRING

SCHREIBER, TOPMANN and VAN DER WAAL

Art. 93.2: Messrs ADAMOU, DUPUY, FITZGERALD, KILBY, SAKELLARIOU, TOKSVIG
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I. AMENDMENTS ADOPTED BY THE COMMITTEE ON BUDGETS TO THE RESOLUTION OF THE

COMMITTEE ON AGRICULTURE, FISHERIES AND FOOD (Doc. 2-.1770/84)
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I
PREAMBLE
Indent H
Delete the final phrase; text now to read:
H. Wherezs the procuctivity gains achieved in recent years by rarmers

by dint of their work and their investment have been grester than
those acnieved in the econamy as a whole;

r

Indent I

Replace wizh the following:

[7)]

I. arerzss the financial sirtuation of the CAP is atnormal and very

p-3.

seTicus; recaiiing there is no 1985 budget and an estimated
overznun to be covered of around 2 billion Ecus on the basis that
the Camission proposals are agreed;

Replace with the following:

1 T

L. “Lereag tne present cdevelicprern:s in the political sprere, such
2s trhe incrocducticn of restrictive marxer mecnenisms e.g. levies,
c2czas ard guarantee thresholds, to which the Community
instinitizons have agreed, do not as yet take full account of the
~2ed to maintain a satisfactory level of farm income fcr ail

crocucers, tarticuiarly on small egricultural holdings;
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Incdent 0

Add the following as a new indent: N
Consicering that grorfound rerieccion is still needed as to the

future course of agricul:ural poiicy tc integrace it more into
- 1 . - t

the eccriary as a whole and thereicre welcames the Camnission s

intenticn to initiare a wide ranging debate on the future

orospects for the €AT:

GENERAL OBSERVATIONS

Par. 1 Replace with the following:

1. Notes that the Community, in particular in the agreement of 31 March
1584 encorsed at the European Council meetings in rontaineblesu end
Dublin, has taxen Teasures to limit agricultural producticn and
expendif:ure in several secters thrcugh such means as levies,
guerances tnresnolds or quotas;

Par. 2 Delete the final phrase, text rcw to read:
2. Taxes rote of tre stataments by the President of the Coumissicn before
the furcrean Parliament on 14 Jamuary 1985 on the CAP *o tre effect rhat

LT was time IO recall the chree great principles of the Treaty and wo
adc thererc the camxn commercial policy;

Par. 3 Replace with the following:

3. Welcames the initiative of the Commission to open a wide debate on the
medivm to long term prospects of the CAP, in particular to integrate

agriculture more into the econamy as a whole;

Par. & Replace with the following:

4. Considers that <he oricz proposals

cr the 1335/38 year saculd provide continuicy to iis policy as
part of tne centinuing process of bringing supply and demend into
better balance, whilst seesing to ensure a satisfactory level

cf incomes for farmevs in the future;
Par. 6 Replace with the following:

6. wests it recessary

-0 retain the furdemencal princinles of the CAP:
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Par. 7 Add the words underlingi

Daints cut that 517 of =re Cammimicy's imperts of agricuitural
sreducts invelive agriculcoral proaucts subject to maret organizaticn

A e s et rast E)
: a. oroducts <hich che i s capenie of producing dtself) Tut

N e

- e o~
JieanToV Cecrzase siver eniavImmenl o

- ia P ~- -
TEo0ENLERS U03S wWal. SLIDL

~ - P Py zemm Tmame me
“ne Loty 10 irclnia ST2ln 2NC ITTU LZh.g

Par. 8 Replace with the following:

Corsiders that pricricy be ziven to sectors in deficit for food
oroducticn but also Ior cther uses {erergy, blotechrology etc.) so

Crg <s the meszsUres Tiken are Cost eifective:

10. 2oints cut that any recducticn in farming activity will have sericus
iTplications in Zerms ol erdicvient &l a tire when the Camunizy already
mmmoers 13 milifew “ohlezsy notes that gcince 1960 cre terzon nas lsft
the land evtry mimiIs; TOTES LIiT Tne C0ST Of unemsicovrent 1s riueniv
€7.LVELEnT 10 TNRAT I CIIiL =adricolIurt: emenciTure in the Caomuntiovg

Par. 14 amend as follows
14. Stressess that there must also be help to remedy the serious disparities
betyeen ommunity regions;
BUDGET AND RESOURCES:
Par. 16 Replace with the following:
16.

Notes that the burden of net Agricultural expenditure for the EAGGF
guarantee fund represented 0.557 of the Commmity GDP in 1983 and a
comparable amount should be added for expenditure on agriculture by
Member States; this total expenditure is still a camparable figure to
other develcped countries when judged on expenditure per producer;

Par. 17 Replace with the following:

Notes that between 1973-83 the nett cost of EAGGF Guarantee section
increased in real terms at a rate of 1.97 per year but also notes the
nett cost of the EAGGF guarantee section increased by 227 in 1983;

by 147 in 1984; and by an estimated 107 in 1985;
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20.

Par. 18 Delete final phrase of the para and add the text underlined:

Consicers, however, that the other policies should not be strengthened

at the expense of agriculture; underlines the importance of ensuring

that the growth in agricultural spending must grow less rapidly than the

increase in own resources; calls for the Community's resources to be

increased;
Par. 19 Delete second part of the para, text now to read:

19. 1Is in favour of controlling and restoring balance to agricultural

spending while safeguarding the basic principles;

Add the following para after Par. 19

Considers that restoring this balance should Lead to an improvement in the
quality of the expenditure which should be gradually and increasingly directed
towards intervention of an instrumental nature (e.g. integrated Mediterranean
programmes).

Par. 20 Replace with the following:

Craws attention to the ne=d for financial centrol of agricultural
experciture in the light of the current imbalance cn the major
agriculitural zarkets and the recent steep rise in agricultural
expenditure; observes that greater presence on world markets
irevizably leads to fluctuations in agricul=iral expenditure;

PE 95.626/fin./C11



Par. 21 Replace with the following: ~

21. Points out, however, that where as a result of overproduction, costs are
not evenly shared, this may lead to undesiraole re-nationalisation
of the Common Agricultural Policy and urges the Commission to ensure
that aids in support of their producers do not accumutate as individual

national measures;

Par. 22 Delete the second and third clause; text to read as follows:

22. ‘Welcomes the rejection of the 1985 Budget as it did not ccver
experditure for a 12 month period;

Par. 23 Add -he words underlined:

b}

23. Excrasses the desire, however, that 1785 Wudget o

adoprTad rapiily
in accorcance with the wishes of the European Parliament and with rnew

resources ccvering needs for the whole of the financial year, without

recourse te ancther inter-goverrmental agreemesnt;

Par. 24 Replace with the following:

24.  lotes that decisions on the US Farm Bill as well as movements in the
dollar value could have profound effects for the future financing of
the CAP: observes that the effect of a 107 fall in the dollar,

according to the Camissicn, cver cne year can be put at 1000 mdllion
ecu;
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COSTS AND INCCMES

Par. 26 Amend the text and add the words underlined:
Rk  Points cut that the costsof . producticn rose faster

during the period 1979-1983 than producer prices and that this
trend is even more marked if account is takem of the increase in
these costs in 1984 by comparison with 1983; notes that the
net irmact of a linear 1% price increase on the EAGGF Guarantee
is estimated to be 94 MEcu in 1985 and 271 Mecu in 1986;

AGRICULTURAL PRICES

Par.

3.

Par.

33,

Par.

24,

31 Replace with the following:

Emphasises that although pricing policy must remain one of the
instruments of agricultural policy, it cannot provide adequate

support for farmers' incomes and at the same time restore real

equilibrium to the market; urges, therefore, that other policy

instruments (like a really effective structural policy) should be

devised and applied so that both these goals can be achieved;

33 Amend the text and add the words underlined:

Notes that the Carxission's price proposals are directly in line
with the agreements of March 31 1984 and represent a price
recuction or price freeze for a large majority of products; recalls that

the average increzse in farm prices for 1981/82 to 19_84/85 wes 23.71;

34 Replace with the following:

fecarends that a martet orfented price policy be nirsced, in
cenlunetion with related -ezsures where recessary to regain conorsl

of marke: :a{ance, comtined with a prover stoaersral policy,
TS tackle e inc wme zrohlems of pricucers, parTicularly
Frall fatmers whe 2o net have the ec—cries of scala to cooe with
STeroorizas inowiiloseews,
- 11 - PL 95.626/fin./C11



par. 35 Replace with the following:

.35- Agrees to the majority of the Cammissicn's price propesals,
particularly for the major product sectors, which will lead to a

freeze in camcn prices for 1985-86, and a small increase in prices
in certain national currencies;

Par. 36 Add the words underlined:

Urges the Council to ensure that farm prices are fixed before 1 April 1985 ¢
3

demands that the Council should take, at the same time, a decision

on the modification of structural agricultural policy and on the
E}option of the Integrated Mediterranean Programmes

constitute 3 meaningful

These last should
and substantial addition to structural funds

nd i . .
and in no ctase should be either symbolic or a mere re-naming of existing
prugrammes,

par. 37 Delete

RELATED MEASUZES AND MANAGESENT OF MARKETS:

General

Par. 42 Replace with the following:

42. Stresses that the related measures propesed by the Cammission are
scall in mamoer ard should be implerented to ernable proper control

of production in surplus sectors;

Par. L4 Replace with the following:

R [y . - . -.-
4. Srvesses, rorecver, that these TRAKITES ate in lire with policy
cecisicns alre=dy raken in the Camcil cf Ministers in the 1984- 85

=3

en
PRLAAER;

K4
.

b *‘m&m S

BN

T e s

-
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Par. 45 replace with the following:

= 45,

Accepts the rela: } i i
PLs the related measures pacxage with minor alterations and

Suggests IGES to overcome the Protlex of fam incores;

Par. 46 replace with the following:
46. Regrets there are not sufficient measures taken

on structural policy to ensure a satisfactory level of fam
incames, particularly for the szall procucer;

Par. 47 replace with the following:

47. Urges that the Commission investigate in detail how direct

"aids can be utilised to carpensate for the loss of farm income,

locking, in perticular, at the sccial, eccnaric and finencial

efects of such a policy;

Spcecific measures

Par. 50 delete

Par. 51 replace with the following:
51.
na e N I md > :
Requests the Carission to provicde Parliament with a list of aids
wiich have a direc: or ircirect effect cn production, as well
SLeLr COSts;  propcses that these production linked aids should
prased aut of the CAP:

g &

Par. 53 Add the words underlined:
Netes that in 1981, 70X of agricuitural spending went to agri-businesses;
desires that the interventicr me:hanisms should ensure that the real

tereficiaries thereof are farmers; undarlines the essential need to

~3vize 3 satisfactory incsTe, particularly for s-all farmers; encourages

: —

f47ther actions by the {o-m~unmity for less-favoured areas and strongly
JEYAIS IR Aromingiin Ty wiaste 5.t iepeetions of furds, Which n
J3T3 GnEiTen, Th e ity a2ty
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Par. 54 Replace the words "by the Member States™ with the words
"in the Member States"

PROPOSALS BY SECTOR
CEREALS

Par. 55 Replace with the following:

55. Recognises thzat the import of cereal substitutes into the Coorumity
has stacilised 2t araurd 15 million tons owing to greater damestic

use in the United States of corn gluten feed;

Par. S¢& Replace with the following:

56. Agrees with the Commission's proposals on cereal prices for 1985/86
and particularly underlines that price policy cannot be the only
instrument used in the future; takes the view that the Commission's
proposed aligrment of Community prices for cereals must go hand in
hand with support measures for small producers based, for sxample,
on a per hectare supplement and limited to a maximum of, say,

12 hectares;

Par. 57 Reolace with the following:

57. Considers that despite the application of the guarantee threshold
to durum wheat, a 1.5% increase for this specific product is
acceptable; calls on the Commission to take steps to direct the
marketing of durum wheat away from those areas in which there is a
surplus towards those in which there is a shortage; welcomes
the inclusion of durum wheat in the guarantee threshold system
applicable to other cereals for 1984/87;
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Par. S8. Delete final clause and add the text underlined:

Asks the Comaission to propose measures with a view to improving the

rate ot utilisation of Community cereals in animal feed which has

fallen sharply in recent years (from 44.9% in 1972 to 33.5% in 1982);

requests that the Commission examine in detail and draw up a report on

the introduction of a system of direct aids in the cereal segtor to

compensate for any loss of income suffered by producers as a result

of the rigorous priée policy;

Par. 59. Replace with the following:

$9. Takes the view that the tightening up of control standards must be

rapidly introduced; notes that, owing to a steady increase in yields,

and stagnant internal demand, the Commission expects total grain

output (not counting durum wheat) to reach 148 million tonnes by

1991,

or an imbalance between production and internal use of 33 million

tonnes (31.8 million tonnes more than 1983/84);

Par. 63. Clelete

sUGAR

Par. 61. Replace with the followinrg:

61. Approves the treezing of the basic price for 1985/86, particularly

in the light of the serious world situation;

Par. 63. Delete

Par. 64. Replace with the following:

64. Cemands that the effect on world sugar prices of the impact

future crystallate form of isoglucose be taken into account

of a

when

proposals are discussed for the protongation of the quota sysiem

after 20 June 1936,

95.626/fin./C11



Par. 65 Add the words underlined:

Re-affirms the conclgsions set out in the GATTI report on the wine
sector ( Doc. 2/1574/84), adopted on 14 February 1985; calls for
vine prices to be fixed in accordance with the provisions of
Regulation 337/79, as anended on the bacis cf that report; notes
that. structural surpluses are growing in the (cmmunity owing to
increase in yields(wsore than offsetting the reduction in the area
under vines) as well as the falling consumption of table wine in
France and Italy, (not offset by slight increases in other Member

Stateé;

Par. 66 Replace with the following:

66, Agrees that the medium term objective of redicirg the gap between
, output and decand is of prime importance;

urges continued
{zplementation of structural measures to raduce acreages
uer vines, together with rapid adoption of the Integrated
Meciterranean programes for this sector to help with improverenc

of fam Incxres;

FRUIT AlD VECGETAZLES:
Par. 67 Replace with the following:
67. bhotes that the level of withdrawals for scme produets - in particular g
mandarins, orarges, lemons, tomatoes, peaches and apricots - has
been rurning at very high levels; proposes a price freeze for these
Drodicts as a step towards meking intervention a less favourable option
for producers;

Par. 48 Replace with the following:

‘68. Believes that in the case of these products of which large guantities
are withdrawn froms the market, the application of product thresholds
is uravoidable, but believes that this should be coupled with direct
C-smunity sogport; is of the opinion that an increase in marketing
3id and restructuring and quality ingrovement measures is absclutely
recessary for thase products; recoamends, Jdn view of enlargenent,
that the a3 3rantad to toaatc-bas»d products should only be granted
f5r wLartities st 3s Juassntes threshoids;
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OILSEEDS AND PROTEIN PRODUCTS:
~ Par. 71 Replace with the following:
. Approves the Carmission's price recammendations for rapeseed in
view of the triggering of the eswzhiished gusrantee threshold and
need for campatibility with the cereals secter; but points aut
that sunflower seed production has not exceeded the guarantee
threshold and therefore urges that the target price or intervention

price be frozen for 1985/6;

Par. 72 Delete final clause and add the words underlined:

- 72. Requests that the Commission promote the development of plant
proteins in the Community, in particular by drawing up research

programmes in this field; approves the Commission's price proposals

for protein crops with the exceptions of the minimum prices for sova

beans and field bteans which should be set at 3X and 0X respectively;
TCoBACCO

Par. 73 Replace with the following:

73. Accepts the Commission's price proposals:

Par. 74 Replace with the following:

1’9’ Agrees that differential prices and premiums must be maintained in
. :
order to encourage the conversion of producticn to the most sought-

after varieties;

OILS AND FATS

Par. 78 Delete second clause and amend text to read as follows:

- 4 .- Py S om0 o o - P | KR 1 7 - ~ YA
—g- TNSISTS ON Lhe neel TO LUTTLIie &np Cvera.. CLls anc [ars jo By
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Par. 79 Amend text to read as follows:

79. Yoees that in 198 miik prodcers had to come O terms with the
introduction of quotas, an increase in the co-responsibility
levy and a fail, in real terms, in procuce prices;

Par. 80 Add the words underlined:

80. 1Is in favour of controlling production and rationalising support
mechanisms but feels that greater account must be taken of the
responsibility for expenditure of the various types of farm;

demands that all Member States should apply the super levy which

should have no exceptions in its application;

Par. 83 Replace with the following:

3. m it
8 Observes that extreme caution should ce taken in fixing prices in

. .o . . .
view of the interral market situation, the high level of intervention

unlikelihood of significant demand growth on wortd
markets in the next few years;

stocks and the

Par. B4 Replace with the following:

N

84. Recommends that the Commission's proposal on prices and co-responsibility

levy be accepted;

Par. 85 Delete

Par. 86 Add the words underlined:

86. Welcomes the Commission's decision_to_consider Community support

to the provision of new incentives for milk producers to cease milk

production;
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par. 87 Replace with the following:

%‘:}, Notes that a five year agreement exists to reduce the import
of butter from New Zealand; favours the maintaining of the
suspersion@f IPT for 1985/86; )

Par. 88 Dpelete the final clause; text to read as follows:

84. Expresses itssurprise that the Carmss:.on is encouraging the production
of milk powder and requests it to propose instead measures to encourage

the use of national milk for the feeding of calves;

99. Draws srtenzion o the danger ¢f i—itation milk producets =ace
fzom lLoported raw materials not sublect to tax and regiess the

~ K] - _ o a £z s .
LIXITIS3ICN U TE@«2 & T:IJO'Z‘C on the effect ¢f sich .....OI"'S;

91 Requests the Caxdssion to folliow the guideiines set out by
the Parlizment on its first reading of the 1985 draft budget concernin

food aid programes;

BEEF AND VEAL:
par. 92 Replace with the following:

92. Agrees to the Commission's proposals on prices;

o3r, 93 Replace with the following:

$3. urgss trat periogs of intervention buying be limited as far

as cossiole, in the Llight of the market situation,;
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Par. 94 Delete
Par. 95 Replace with the following:

£, Recognises that the Cormunity has became a net exporter
for beef and veal since 1980 on the world market where »rospects
couid well deteriorate in the longer term once the world's : |
traditicral exporting regions resume nommal production; imports should
not, therefore, increase above present levels;

Par. 96 Replace with the following:

96. welcomes the retention of the suckler cow premium.

.

Par. 97 Replace with the following:

-t y - 3
943  Notes the Camission prcposals on the calf premium applied
in Italy, Greece, Ireland ard Northern Ireland, as well
as its suzgestion for the variable premium abptied in the

United Kingaom;

Par. 9 Delete

SHEETMEAT AND GOATMEAT: _ _

Par. 100 Replace with the Llowing -

186, Supports the Cootiission's propesal to freeze the besic price of
sheepmeat to 31 December 1985 in view of the very marked

increase in the total cost of premia;

Par. 101 Replace with the following:

101, Reguests the Camissicn to keen the ( coasiom of et o
o - K Cotmoac it oL o2 STEEI&&C
, Bet ST23TEY sccoumt the

V)
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Par. 102 Delete

Par. 104 Replace with the following:

104, - Welccmes the retention of the cuaspensatory premia for ewes;

1

PIGMEAT:
Par. 185  Replace with the {sllowing -

(bS. Approves the Carmision's promsal to ireeze the basic price;

Par. 106 Delete second clause; text to read as follows:

106, Notes that the pigmeat market may be seriously disturbed by imports
from non-member countries;
BEEKEEPING

Par. 113 Dlelete the words "with a view to intreasing ccnsumption

and stimulating exports",

RELATICNS WITH NON MEMBER COUNTRIES

Par. 115 Replace with the following:

Ovserves chat the Ccmmunity is the
world's biggest exporter of animal products and a leading exporter

of arable products - its agricultural trade deficit reached
23,400 Mecu in 1983 compared to 31,700 Mecu in 1980;

- 21 - PE 95,626/ fin./Cl11



Par. 117 Replace with the following:

“}° invites the Cormissicn, therefore, to contirue negotiations within

GATT with a view to stabilising the import of oilseeds and protein
products;

Par. 119 Replace with the following:

It§. Invites the Council to intensify discussicns with the United States
with a view to co-crdinating agricultural trade policies in crder
to recuce the risk of trade conflicts from which reither parcy
can benefit;

Par. 120 Replace with the following:
0. Urges the Cammission to review, as discussions progress cn the role
_of export subsidies in the next multilatewal trade round in che GaTTl,

the best means of firancing an expcrt policy and exzamine tre likelyw
crends in impert cbligactions;

Par. 123 Replace with the following:

123, Believes that the Comunity must ensure the maximem exploitaticn of
its agricultural resources in the mest ccest-eifective marner
exzrining a range of instriuments designed to meet the specific
recuirements of wrld markets (long term contracts, export credits
etc); calls on the Comission and Coumncil to explore seriously the
scope for long-tenn export contracts in the cereals sector;

Par. 128 Dpelete second clause and add the words underlined:

"128. Calls on the Commission to draw up proposals for the removal of a
substantial quantity of cereals from the market to provide aid for
areas of the world affected by famine; demands that the Commission

put forward proposals for the release of more grain from_intervention
stocks should the demand from the famine stricken areas in Africa,

gestimated at 2 million tonnes, be greater than originally expected;
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OTHER CONSIDERATIONS

par. 135 Add the words underlined: .

Invites the Commission to submit proposals designed to encourage the
production of commodities in deficit, such as timber, proteins, fibres

and fuel crops; asks also that the C(Commission look into the possibility

of supporting farmers to undertake alternative activities in the interest

of better conservation and improved land use;and encourage initiatives

in the non-food uses of cereals;

Par. 136 Delete final clause; text to read as follows:

136. Calls on the Cxrissicn to sthmit to Parlizent-and the Cotmeil )

a repcrt cn the possible develcpment ¢f erergy crops, in sarsioular

. s il a2l
. (=% I -t

with a view td the introduction of lead free petro

i

Par. 139 Replace with the following:

139. Is concerned about the amouni of centralisation of decisions taken
at Community level;

par. 140 Delete second part of the para.; text to read as follows:

-

lyo. Hepes that co-cperation with professicnals will increase and that

its' efficiency will be improved;

Par. 141 Add the words underlined:

141, Reguests that the (Community institutions organise, as soon as possible,

consutiations on the future of the CAP; walcomes the {ommission’s

ntont 1)n to estahlish g multi-z~~yusal

-

D””"'”e for antvc:,s 24

- - e

ecpenditure a~d sirorgly urg2s that fut{ cooperation sh0utd ’ake place

S2T.e8n The 33cac_le -3

LT T 2

,._.
O
1

(PR

F
1l
o
ot
lL

rectorates in d-2winy uo such 3

w—\- ‘er\..

e
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par. 1¢2 deplacé the words "draw up" with thé word "oublish®

par. 143 Replace with thé foltowing:

143. Insists that, should the Eouncit alfer thé temMission '¢ proposals
in negotidtions, the Comiission must re-consutt tKe Par(ignment under
Article 149.7 6f thé Romé Tréaty; undertings ths absoluté hecessity
to ensufeé Aot only that thé financisl implicaticons of the farm
price proposals are vérified, but alsd that the é6Rséguenced of
motions for resolutiohs on agriculturé aré réguldily costed in

future years;
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I1. ESTIMATE OF BUDGETARY EFFECTS OF THE RESOLUTION OF THE COMMITTEE

ON AGRICULTURE, FISHERIES AND FOOD

- - - 25 T o s = —— - St T > U s o i o U i o ot L e = T b o " . e o e G e - -
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' ESTIMATE OF BUDGETARY EFFECTS OF THE RESOLUTION OF THE AGRICULTURAL COMMITTEE
ON AGRICULTURAL PRICES FOR 1985/86 IN COMPARISON TO THE COMMISSION'S ‘PROPOSALS

SET OUT BY SECTOR

. = s G s - - Y - o U Yt B o O o Yo e S e o Sy T g T i SR e WO} TN A AP e S WO " T e T Y T Tt > e A e e W Y

. INCIDENCE -ON EXPENDITURE

e N el = e o

Relevant -paras

in resolution Rroduct
55-60 ‘Cereals
65-66 Mine
67~70 fruit .& vegetables
71=-72 Oilseeds & protein
products
73-74 Tobacco
78 Qils & fats
79-91 mitk D
92-99 Beef?
100-104 Sheepmeat ‘& goatmeat
112-113 ‘Bée&esping
, 47 Reversion to normal
procedures ‘for
intervention
29-32 Agrimonetary

. INCIDENCE _ON_OWN_RESOURCES

P RpaeB AP i AL 4D AP AR AR 21

Total lines (including sugar)

Agrimonetary measures

TOTAL _NET_INCIDENCE

- St L o

&P

+ 492

+ 103

+ 52

———

- -

- 580
+ 7844
=+ 160
+'231

" "Does not include exemptions of mountain zones and unfavoured areas from
the super levy: note that each ton of milk costs 205 ECUs for disposal
at the marginal_rate: includes aid to small producers proposed in

para. 46 of Committee of Agriculture resolution estimated at 75 mECU in

1985 and 200 mECU in 1986

(2>

including reinstatement of calf premium estimated at 27 mECU in 1985 and

38 mECU in 1986
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III - EXPLANATION OF THE AMENDMENTS ADOPTED

- 27 - PE 95.626/fin./CI11



Sammary

General ccnsiderations an the cperation of the CAP
- farmm incomes
- market imbalance
- (i) Domestic markets
(ii) - External markets
- Budgetary availabiliry

The changing face of the CAP

Commission proposals

‘Overall Budgetary considerations

Parliament's record on farm prices

Suggestions to substitute parts of a motion for a resolution
submitted by the Agricultural Committee (Rule 101 para 6)

Budgetary impact of the resolution of the Agricultural Committee.
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There have been severzl efforts in the past 15 years to refomm the Common
Agricultural Policy. Some heve given an impulse in shaping its mechanisms
to take greater account of the conditions of the market place:

others have had little or no effect. _Scc‘n words as co-reepansibility,
quotas and guarantee thrasholds - ifmtw’ellmﬂerstood-havebecane

a part of Cammity jargom. . . '

Today we stand at another important crossmeds. Gurrent application of

the objectives of Article 39 of the Rome Treaty setting cut the
fundamental framework upon which the CAP is based is becoming increasingly
difficult. The reconciliation of the three central factors goveming the
mensgenent  the CAP is proving to be an impossible task under the existing
mechanisms - that is

69 Maintenance of a reascnable level of farm incames;

(i) Necessity to keep markets in balance;

(1id)  Availability of finarce for the policy

In the interest of broademirz the discussion oo the Cammission's proposals
for farm prices for 1985/ g,ycurd:ﬂ'ts:m .. has examined the current operaticn
of the CAP in temms of farm inccme levels, market balance and budget
availebility.

He illustrates the fragility of the budgetary situation in the Community
today: no 1985 budget as yet and an oermn of agricultural expenditure of at

least 2 billicn ECUS to te finanmced/......
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Never before has it been so vital to examine the financial implications
of proposals or resoluticns, as the Budget Cammittee is required to do.
As the Agricultural Committee's resolution now stands it could add
about 1.3 billion Ecu to expenditure in 1986, assuming that there is

no chance of the oils and fats tax being adopted in the near future w4
about 300 million in 1985 ; your draftsman has considered it essential
to suggest the replacement of parts of the proposed resolution.

He has concluded that a rigorous prices policy is paramount in

the light of seriocus market imbalances in the major agricultural’
production sectors across the Ccommity. He proposes, therefore,
acceptance of most of the Cammission's proposals, patciculaxly for the
major product sectors.

And yet, it mast be recognised that many farmers (particularly smsll

ones) may be sericusly affected by such a pricing policy. It camnot be in the
Cammity's interest to add to thedolequmesw:.thlllofthewrkmg
populatlon mer.ployed - . EE T SUTOT AL

It is thus essential to find support systems which can be funded,
resolving the worst problems of farm incomes without stimlating
surplus producticn. This will have to be done through a cost effective regional,
social and envircrmental policy, including Integrated Mediterranean
Programmes which shouldserve as a supplement to pricing policy.
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(2)

GENERAL CON.SIDERATIONS:
A. MAINTENANCE OF FARM INCOMES

Differing views of this problem are perciaived dependent on which base
years are considered; which Member States are stixdied and on whether
producticn sectors are ex:gamed separately, or taken together.

(1) Base Years

Preliminary estimates of agricultural income for 1984 show a
real increase of about 3.87 across the Commmity (compared
to a fall of 6.27 in 1983). Further, a three year average
{a camon indicator) over 1982 - 1584 also reveals a real
increase of about 9 2.

aAnd yet, over the past decade (1973 - 1983), there has been an
overall fall of famm incomes in real temms; prices have risen

40.47 wihile naminal revemie has only increassed by 37.52. °

(ii) Member States or Coammmity

Shcuid figures by Member State be taken, wide variations are notad.
For exemple, in 1983, a rise in Demmark of +20.27 is matched by

a drop of -7.17 in Belgium. Hcwever, over the period 1973 - 1983,
farm incomes have risen in rezl ters in the majority of Member
States including Italy, Belgiim and Gresce.

(iil) Produet Sectors

If 1983 was a good year for grain or pigmeat fawmers, it was
much worse for those in cartle famming (whether milk or beef) and
wine growing.
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MARKET IMBALANCE: ;
|
|
|

(i) Domestic markets:

Agricultural production, over the pericd 1975 - 83, has been rising

at a steady rate of about 2%1. Tabl
incredse by major products over thi

S

1 below illustrates the percentage
time span with 1984 alongside:

to produce, with a Holstein cross, 14000

Constxption has not kept up with demand:
temperzte products, deciined. This is § camon phenapenon in develcped
camtries. As a result, as the Camnissicn indicates in its' introduction

to its' price propesals, self-sufficiengy
Table II) anc the Europezn Commmity heg
world markers. Present tvends, if concimued, will aggravate the imbalance.

TABLE I
Product 4 incrsége over 7 increase in 1984
1975 - 1583
!
Cereals 3.2 22
Milk 2.5 -1
Beef and Veal 1.1 5
;
Given a free rein, production potential is considerablg through
modern equipment ard new techtiologies. For example, the averasge yield
per cow per anmum in the Commmity was 4416 kg: it is now quite possible
Kg/cow/year.

worse, it has, for most

is over 1007 for most procducts (see

5 Decome a major exporter on
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TABLE II

Degree of self supply (1) of major agricultural products

1973 1982 1990

(est'd)

Total cerezls 50 105 127
Sugar . 92 154 122
Wine . ‘ % 9% 123
Total meat - 92 .100 100
Total Beef and Veal 85 102 103
Pigmeat 101 .- 101 101
Sheepmeat and Goatmeat 61 72 . 89
Poultrymest 103 112 108
Milk products 108 118 113
Eggs 99 103 102
Tobacco - 48 63

Source: Agricultural situaticn in the Camunity 1984 P. 151

In the past 2 years, as world markers have contracted and demestic
procucticn has increased without a campensating increase in consumption,
interventicn stecks have grown, as has their valve (See Table III)
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(ii) External markets:

The Commmity has, over the past decade, increased its presence on world
markets as Table IV below illustrates. In 1977, it was already a net exporter
of wine, sugar, eggs, poultrymeat and dairy products. By 1981 it had also
became a net exporter of cereals, beef and veal and pigmeat.

The Comamity thus is today the world's biggest exporter of animal products,
and one of the leading export'ers of arable products. _ 3

TABLE 1V

NET EC SHARE OF WORLD TRADE (EUR 9) _

in 1977, 1979 and 1981 for the major agricultural products (1)

1977 1979 1981

Total cereals (except rice) (1) -11.5 - 5.0 2.1
of which:- total wheat 0.1 - 0.1 9.6
S ey T @ - 368 a6, 1%
0il seeds (by weight produced) -45.2 ~46.2 -40.8
of which:- soya ~45.6 -45.4 ~41.8
Milk 5.4 11.3 18.8
Sugar 1.7 7.1 9.6
Total Milk 61.9 61.7 57.2
butter 13.3 40.9 40.7
cheese 20.5 28.4 33.4
Milk powder (skimmed and whole) 49.4 57.8 56.5
Totzl meat (except offal) (3) -10.2 - 5.7 5.5
of which:. beef and veal (&) -2.3 5.6 12.9
pigmeat (4) i -10.1 - 0.9 6.0

poul trymeat 20.3 2.8 25.8

Eggs 5.9 12.3 23.3

Saurce: Agricultural sitvation in the Camumity (p 202 1980; p 266 1982; p 268 1984

(1) Excludes process procducts
(2) Cereals as grain

(3) 1ncluding salted meat
(4) Excluding salted meat
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(a) Increase in uncontrollable factors: |

This increased presence on the world market means that the financing of

the Agricultural policy is more open to flactors cutside the control of the
managers or the policy msking processes of the Commmity institutions.

Firstly, the rise in the value of the dollar hgs enabled considerable

savings to be made in those product areas|where ;.xports are normally s
done in dollars (e.g. cereals). Conversely,-a drop of 17 in the doll.a.r_ L,
value could add up to 100 million Ecu to| CAP cost. | .
Secondly, we must look closely at the icy decisions which the United

States are about to take this year concerming the Farm Bill over the next

five years. All the administration's pyessures are for cutting back

subsidies and lowering prices for farmers. Whilst this reformist zeal ...
is unlikely to be fully implemented, any lowering of the major cereal prices
in the US will have a significant depressant effect on the world market

and in ccnsequence, on EAGGF funding.

njcy preference, there is a tendency
to believe that a msgic wand can be wayed allowing the farmers a much

bigger siice of the domestic market withcut any repercussicns whatever.
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The Community remains the world's Largest importer of food and after
agricultural products, its share of total world iﬁports being around 20X.
However, the Community imports only small quantities of the products where
it is a large producer and exporter; meat and cereals are exceptions to
this rute. (See Table V)

- (Concessions granted to developed countries are matched, mostly under
GATT negotiated arrangements, by access concessions td their markets.
It would be unwise, therefore, to take further protectionist measures
in the Community without expecting retaliation e.g. from the United
States. '

- Should imports of temperate products be further restricted, then there
will be a8 cost generated by export of an equivalent gquantity (e.g. cost
of export of 1 ton of beef is about 1,500 ECU).

- The imbalance in EC agricultural trade was $19.8 billion in 1973: it
was $20 billion in 1983.

- 37 -
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TABLE V. - QL
Agricultural situation in the Commmity (p 159 source)
/

Camumity imports, exports and external trade
‘organised' agricultural products in 1983

Imports Exports  Extermal

Product % FAGGFF Guarantee X fi
sector (}983) icultural Trade
- . PT , o Balance
Oilseeds & oleag:::;c;txs S - [ ' L e e
fruit, fats & oils, B Sl e
residues & cakes 10.7 2.2 8774 . 1354‘ . (74-20)
Fruit & vegetables 7.5 21 s W7, 29D
Cereals & rice, manioc‘, B ) )
preparations of cereals 15.9 : 13-2) 3230 4320 1100
Fish, crustaceams, ; : : o
molluscs _ 0.2 | 2726 859 (1867)
Raw tobacco _4_‘2 0.7 1686 280 .- (1446)
Sugar & honey 8.3 2. L A % SR
Pigmeat 0.9 11.9 811 82 . 7
Cattle, beef & veal 10.9 14.6 802 937 135
Milk products 27.6 19.2 650 3336 2786
Wine 4.1 5.8 609 13% 785
Stieep & goatmeat 1.9 1.8 501 16 (485)
Flowers / 28 507 . 223
Seeds 0.3 " 151 162 11
Eggs & poultrymeat 0.8 7.4 145 713 548
Flax hemp & hops 1.0 0.3 43 135 86
Dehyrdated fodder 0.4 34 1 (33)
75753 17701 (8052)
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(1ii)  Budgetsry availability:

This section deals with the funds currently available for agricultural

expenditure and examines briefly the manner in which funds

are directed. The overzll budgetary situation is covered umnder

point 5.

The following specific points are

(a)

(b)

()

(d)

(e)

(1)

L]
)
j—

evant:

Expenditure on the EACGF sectio? for 1984 is equivalent to 0.55%
of GDP in the Comumity. This figure should be doubled to have
an idea of total agricultural expenditure as Member States fimd
an equivalent amount for actions in the agricultural sector from
their own Treasuries;

Expenditure on the Guidance section (structural policy)

over the past 5 years has beenzbax 3.8 killim Ecus or about 67
of the EAGGF Guerantee section over the same pericd:

The major product sectors of cereals, milk and cattle,
acccunting for 47.07 of total agricultural preduction (1),

used up 54.27 of the EAGGF Guarantee secticn in 1983. The
major Mediterranesn products - fruit amd vegecsbles, wire, tobaccto
ard olive oil - utilised 207 of tha EAGGF Guarantae secticn
wille accaunting for about 217 of total agricvizural

production (see Tatle V) ;

About 55% of the 1984 budget was spent on export retfunds and
storage payments to support the agricultural markets. It is
estimated that acout 20% of the budget is spent on direct aids, .

the large majority of which are procduction—-linkad;

It should be noted that agricultural expendituras rose by 22% in

1983; 14X in 1984 and is Likely to rise by over 10X in 198S.

1982 figure as 1983 is uravailable

_39_ .
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In general temms, the objective of the Commission is that the growth

in agricultural spending should’ grow more slowly than own resources.

Table VI below illustrates that this objective has not been attained over

the past 5 years:

Table VI ,
1980

Current year 1981 1982 1983 1984

Three years 79-80-81  80-81-82  81-82-83  82-83-84  83-84-85 -
7 increase in 8.6 +6.1 #12.5 +15.0 1.1
agricultural spending i '

Z increzse in own +9.9 +9.8 + 7.6 + 8.3 + 6.8
resources

(3) The chanzing face of the CAP:

Mounting pressure has been building up over the past decade on the CAP

. o milk . .
agriculcaral markeé?i" wcil as the recent surge in ZAGGE

experdiure. Most recencly,

for charge, parcicularly from the sericus imbalances experienced on many

-
1)

Guarantee

at Scutigart in June 1983, the European

Council while confimming the basic principles of the CAP, requasted

that it should be adapted tc achizve its otjectives mcre coterantliy.

As a result, at the tize of the last price package for 1984/85,

the follcwing guidelines were

aich 57

!

k4

mallec a significant

{IC

agreed by the Courcil of Ministers

ctarze in the dixec=mcl the Ca?:
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- Application of guarantee thresholds to markets where there is
surplus production or the likelihood of a rapid increase

in expenditure;

- Control of milk producticn by quotas;
- Realistic policy om prices;

- Dismentling of positive MCAS ;

- Rationalisation of aids and premia;

- respect of Camum.ty pr;fereme. :

(4) COMMISSION PROPOSALS for 1985/6

-~

(i) Prices & related measures:

The pricg proposais fbr 198546 represent @ contimuation of the policies
already decided on in 198 in order to adspt European agriculture

to the challenées it has to face in the coming years. These challenges
include, as the Comnmission has indicated: " - |

continued increase in agricultural productivity;

~ greater reliance on world markets; | .

- New uses of ag-icultural products é.g. in biotechmology, industry or

energﬁr)are still at the develcpmental stage;

- Public financial rescurces for agricultural support, both
at the Commumity and national level, are limited.

Such price proposals' must, in principle, be supported as the situation .
on the agricultural markets has deteriorated in some cases over the
past 12 menths. Neither are the funds available for any significant

price increases.
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(t)
Increased emphasis should be given to meeting a satisfactory level of

farmers incames through social, regional and envirommental policies
rather thzn the price element alone (the structiwzi’. and IMP approach
will be essential here). This should be done through income aids partly
firanced by the Community, according to EC criteria, and partly from
national funds; in no case should these aids be linked to production.

\
(c)

Su.h an approach will help the convergence of economies through

prope~ use of structural funds in the Commmity and bolster the incomes

of small farmers affected by a restrictive pricing policy;

(d)

A link must be created between pricing policy and structural policy
w calculatewhat a producer receives as his final income; otherwise
there will always be the demand by farmers for price increases

to cover their costs;

{(e)

Tnoarsifel, aids which have a direct effect on production mist
be phased out;
- 43 -
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(5) CVERALL BUDGET CONSIDERATIONS:

. .
The situation today for the Commmnity budget is very serious and abnormal:

(i) There is no 1985 budget (thus running as provisional t:welfths); :

(i1) Tnere is snticipated expenditure for 1985 which is estimated

to exceed the 1%-VAT ceiling by 0.257 VAT, thus making total expenditure -
coverable by 1.257 VAT;

w...,_: s - 5

(1ii) As a part of this the EAGGF Gt,a.rantee section was expected to

be 19315 ‘VIECUS in 1985. It is now estimated total expendlture w:Lll ”2
reach 19955 MECUS. The difference of 640 MECUS is accounted for as : ©

follows:
MECUS  MEQUS
- Price proposals (for 1985) ' T T e
Price increzses 101
Agrimonatary measures 33
r2lated measures b 138
- Cenjurcmirzl effect on
agriculoural markets 450
- postpcrezert of payments
from 1984 - 85 202
) 790
Less cleararce cf accounts for 1980/1981/1982 (150)
640

- 44 -
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(iv) There is no agreement as yet as to how the 1985 Budget stould
be covered and no certainty that own resources will be
increased by 1 Jan 1986.

(v) The price proposals are estimated to have a net effect of 79 Mecus
on the 1986 Budget meinly due to a decrease in Agricultural cwn
rescurces. Even if own resources are increased te 1.47 VAT on
1 Jancary 1986, it is already clear that the margin for
expenditure.in 1986 - let alcne 1987 - is very marrow. It

= 1is not possible to predict the draft 1986 Budget at the
present time since as yet there has been no up-to-date
estimation of the net cost of enlargement for the first year .
. of the membership for Spain and Portugal.

It is only possible to conclude that the margin of mancevre

is very smzll and does not allcew, from a budgetary point

of view, there to be any substantial alterations in the

price proposals put forward by the Commission for 1985/86.
(6) PARLIAMENTS DECISIONS ON AGRICULTURAL PRICES SINCE 1979:

‘ .o

1. The Parlizment's record on its opinions of the Coumission's farm price
proposals over the past 6 yezrs since dirsct elections in 1979 mske interesting
reading. In every case, the Parlizment has voted for higher average
increases in Cammen prices than the Cammission hzs proposed or the Council of

Ministers has finally decided upon (see Table 1 telow)

Mzrgeting Year Camnission croposals Council decisions  Pariiaments resolution
fOr average iLCreases for average incr. for average increasas
1N CoImorl prices in coamon prices | 1n CCGmon prices

1979/80 0 1.3

1980/81 2.5 4.8 7.9

1°81/82 7.7 9.7 12

1%82/85 9.C 10.4 14

1583/84 4.2 4.2 7

1984/85 0.3 -0.6
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2. Despice the recall of Pariiamentary resoluticns to the contrary, emotions
and political rhetoric has always triumphed over a cool, rational examination

of the growing problems of market imbalance and budget availability.

As far back as the rejection of the 1980 draft budget by the Parliament on 13
December 1979, reference was made to controlling agricultural expenditure and the

following statement noted:

... a failure to curtail agriculture market support spending would
inevicably lead to the exhaustion of the Ccumnﬁity'-s ovn Tesources. ..... 4
and, in the not too distant _f‘uture,.the breakdown of the Eurcpean
Agricultural Guidance and Guarantee fimd itself".’

It has been the perfect example of incoherence, where the left
hend has taken no notice of what the righ‘t hand is doing.

3.
It is time. for this inccnsiéténcy and moherence to stop

_ .
This is why the draftszan of the Opinion of the Budgets Committee
recommends that there shculd be a significant change to the
moticn for resoluticn put forwaxd by the Agriculture Committee

on iarm prices for 1985/86.

Tne budgetary impact of this motion for resolution put forward

by the Agriculture Cammittee is sizrarised in part II above (p. 26).
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