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PRELIMINARY REMARKS

The Commission herewith presents to the Council its proposals concerning
the fixing of prices for certain agricultural products for the 1980/81
marketing year together with a number of related measures.
It has already presented to the Council on November 29, 1979 a series of
proposals in document

COM<79) 710 • The present document contains some

modifications to these

earli~r

One other set of

proposal~

proposals in the milk sector.

relevant to this document - "Proposals on

Policy With Regard to Agricultural Structures" COM(79) 122 - was presented
to the Council on March 19, 1979.
The Commission is conscious of the fact that Greece will become a Member
of the Community during the marketing year 1980/81 and has taken accpunt
I
of the enlarged Community's situation, while making the present proposals.
The attached proposals have been formulated in the Light of the information contained in the 1979 Report on the Agricultural Situation in the
Community (report published in January 1980 in conjunction with the
Thirteenth

Ge~eral

Report on the activities of the European Communities)

and in the 1979 Report on the Situation of Agricultural Markets
(COM(80) 11 final).
The Legal acts relating to the price determinations for the 1980/81
marketing year and those concerned with related measures are included in
Volume !I of document (COM(80) 10 final).

;
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INTRODUCTION
The fixing of agricultural prices is for the Community and in particular
for the common agricultural policy a major political act.
This year again the annual price review is set against a background of
difficulties.
Th~

Community faces the problem of having to reconcile four contradic-

tory constraints. If the market situation alone were taken into consideration, the Community would adopt a very stringent prices policy. Such
\

an approach would also be justified by the budgetary situation, which
Leaves Little room for any growth of expenditure. On the other hand,
income trends in agriculture as

co~pared

with those in the rest of the

economy, together with the need to continue dismantling positive compensatory amounts, militate in favour of recommandations to increase Community prices.
At the end of January 1980 the Budget of the Communities has not yet been
adopted by the budget authority, the disagreement being mainly over the
volume of agricultural expenditure, which amounts to 73.4 % of the draft
1980 Budget.
In the budgetary field, uncertainty surrounds not only the current year
but, even more so, future years also. Despite the necessity which is
apparent, there is in fact reason to fear that the ceiling on the
Community's own resources will not be raised in the immediate future. In
any case there can be no question of such an increase in 1980.
The general economic situation in the Community is also matter of concern.
The main feature is worsening inflation, the average increase in prices
having risen from 7.5% in 1978 to 12% at the end of 1979, while the
unemployment rate now stands at 5.5 % of the Community's Labour force.
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Although the average economic growth rate remained fairly satisfactory
in 1979 - there was a 3.3 % increase in GDP, leading to an increase of
between 2 and 3% in real income for workers in all sectors of the economy- in agriculture rising costs led, despite the large volume of production, to an average decrease in real income of between t.S and 2 %.
Moreover, the increase in energy costs will affect all economic and social
activity in 1980, including agriculture.
The price of oil now, at the beginning of 1980, is almost double what it
was at the end of 1978. This will put up costs in agriculture by about
3 %, half of which will be felt in 1980.
Lastly, it goes without saying that there are serious structural imbalances on some markets which threaten the very existence of the common
agricultural policy. This is above all the case in the milk and milk
products sector, where production is continuing inexorably to expand,
while outlets are limited in physical terms or are proving prohibitive
financially. Milk deliveries increased by 2.4% in 1979, and expenditure
totalled about' 4.500 million EUA representing 43% of total expenditure
by the EAGGF Guarantee Section.
In addition to the problem of the milk sector, there are imbalances also
in the sugar sector - despite the recent, precarious improvement in world
prices and the beef and veal sector, in which intervention stocks reached
a disquieting 320.000 tonnes at the end of 1979.
In response to these perils and threats, the Commission has proposed a
number of measures to the Council : in 1978 for the milk and milk products
sector, then, in document n° COM(79) 710 of 29 November 1979, for milk
and milk products, sugar, beef and veal, rye, starches and products processed from fruit and vegetables.
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So far the Commission's proposals have not been approved. However, for the
1980/81 marketing year it has already been decided to increase the eoresponsibility Levy by 1% in the event of milk deliveries increasing
by more than 2 % in 1979.
This absence of decisions has made the budgetary decisions more complex.
It also makes the price proposals more difficult.
As regards production, 1979 was a record year for sugar and of course
milk, the wine harvest was the second Largest this century; there were
also very good results for cereals, beef and veal and pigmeat. These
records may be bad for the balance of markets and for keeping budget
spending down, but on the other hand they do boost producers• incomes.
In addition, the improvement in world prices for cereals and sugar,
combined with the distinct, albeit costly, reduction in the Level of
the skimmed-milk powder stocks, points to a decrease in expenditure in
these sectors.
Lastly, it should be stressed that one of the most adverse effects on the
common agricultural policy, namely the existence of high monetary compensatory diminished in 1979.
This was achieved thanks to the introduction of the European monetary
system, which reduced monetary fluctuations, and thanks to an active policy
of dismantling negative compensatory amounts. The difference between the
highest positive monetary compensatory amount and the highest negative one
is now only about 15 points, whereas this time Last year it was 43.7. Not
only did the overall gap narrow, but for several Member States the Level
of compensatory amounts dropped substantially in absolute terms during
1979. However, the difficulty of absorbing positive compensatory amounts
remains an obstacle to restoring the unity of the market.
Despite the adjustment of the green currencies and the Large volume of
production, real agricultural incomes have dropped, while in the other
sectors of the economy real incomes show an upward trend •

•
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The Commission considers that the prices policy cannot on its own overcome the problems arising from the market situation and the need to
maintain agricultural incomes, particularly those of the poorest farmers.
This is why, following on its proposals for changes forwarded on

29 November 1979v the Commission believes that the introduction of the
new eo-responsibility Levy could be accompanied by a certain exemption
from the old levy, which has been increased to 1.5 %, for producers in
Less-favoured areas, while the system of premiums for the non-marketing
of milk could be continued.
Moreover, a moderate adjustment of the guide price for beef and veal
would permit the introduction of direct aid in respect of suckling cows,
in order to encourage a possible alternative to dairy farming.
In conclusion~ the Commission considers that the adjustment of Community prices must be an increase so as to take account of the income requirements
of producers and the upward trend of costs which do not yet fully reflect
the rises occurring at the end of 1979, but will do so in 1980.
The adjustment must also be an increase so as to consolidate the improvement in compensatory amounts and permit a reduction

of positive

amounts without Lowering prices in national currency, as the Council
pledget at its discussions in spring 1979.
On the other hand, the price rise must be very moderate to take account
of the adverse market situation and also of the general economic climate,
which would not tolerate increased inflationary tensions.
Similarly, the financial difficulties, which are simply the reflection
of market imbalances, rule out any excessive increase in Community
prices.
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Lastly, the way in which real costs and incomes have been developing,
as felt by each individual farmer in his own country, i.e. in national
currency, indicates that if prices were raised to only a limited extent,
this could be tolerated.
Before setting out the proposed measures in detail product by product,
the Commission would stress that all the elements of its proposals are
interrelated. Its proposals for price increases are inextricably linked
with the adoption of measures to restore market equilibrium and the
dismantling of positive

compensator~

amounts.

The Commission would have to reconsider its position if the debates
were tending towards approval of the increases but a postponement of
these other measures wbich require an effort and courage but which are
indispensable for

,

the survival of the common agricultural policy.
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A. GENERAL SURVEY
a) The economic background
1. During the Last three agricultural price fixings, the Commission
has sought to bring the common agricultural policy closer to market realities. Faced with an increasing production that does not
reflect market demand, the Commission has constantly urged a
policy of price moderation. Average common pric€s have risen by 3,9 %, 2,1 % and 1,3 % in the Last three agricultural campaigns.
Prices of agricultural produce at the farm gate have risen
more slowly than food and beverage prices; which rose in 1977 by
12,8 %, in 1978 by 7,3 % and in 1979 by an estimated 7-9 %.
In this way agriculture has made a contribution to the fight
against inflation.
2. Price moderation has been a counter to stagnant or declining consumption. The Commission has reinforced it by other measures to reduce prices to consumers. The Last two price packages have thus
contained a new scheme to Lower consumer prices for olive oil,
wider measures to reduce butter prices on Community markets, as
well as aids for processed fruits and vegetables. In addition,
actions taken in the course of market management - for example, tbe
sale of intervention beef to processing industries - have helped
to hold down food prices.
3. The Commission has strengthened the impact of price moderation on
production with other measures which also Limit the Community's
financial responsibility for surpluses. Three years ago, it introduced the concept that producers should share the financial burden
of surplus disposal. The milk-coresponsibility Levy was introduced
at the rate of 1,5 % and then unfortunately reduced to 0,5 %.
4. But persistent surpluses on some agricultural markets are only one
of the factors that have affected the common agricultural policy
in recent years. Another has been the general economic background
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of slow growth, high unemployment, inflation and monetary instability. These factors together with dietary changes and the slowdown in
the growth of population have depressed demand for agricultural products; they have reduced the possibiliti.es for alternative employment;
and they have put the Level of agricultural incomes at risk through
higher input prices.
5. The Commission has constantly argued that price policy cannot solve
the problems of rural poverty. The Last three years have witnessed
an effort by the Commission to re-cast structural policy to suit
present-day conditions.
The Mediterranean package of 1977 was the first step towards concentrating financial aid on poorer farms and in poorer regions. A second
step was proposed by the Commission in March 1979 CCOMC79) 122).
Decisions on these proposals, which include proposals for integrated
regional development schemes, will help overcome Low agricultural
incomes.
6. A factor in the recent development of agricultural policy has been
the flexibility arising from monetary compensatory amounts CMCA's).
The prudent price policy has been carried through at a time of rapid
cost inflation in certain member states. This has been offset in
those Member States by green rate adaptations and the consequent price
changes in national currency. Thus in 1977/78 price increases in
national currencies varied between 3,7% and 30,1 % (Community average
7,8 %) in 1978/79 between 0,2 % and 13,7% (Community average : 8,9 %)
and in 1979/80 between 0,3% and 12,0% (Community average : 7,1 %).
In this way, the common price was insulated against rapid inflation.
It is significant that real common support prices in national currencies are now at almost the same Level as in 1972/73.
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7. These continuing strands of agricultural policy have been

dicta~

ted by agricultural markets and the situation of the general
economy. These conditions are still present in 1980 and still
argue in favour of a policy of price moderation.
8. The situation of the general economy is still serious. Unemployment remains a serious problem and about 6 million people- 5,6%
of the available labour force- are without jobs. The growth rate
of the volume of gross domestic product averaged 3,3 % in

1979r (3% i~ 1978)_ but is slowing down mainly as a result of
events on world oil markets. Inflation is still high and is
accelerating - consumer prices rose by an average of 9 % over the
year but prices at the end of 1979 were 12 % higher than at the
end of 1978.
9. Farmers will be among the groups a·ffected by these events in the
general economy feeling reduced opportunities for alternative
employment and depressed demand for their output.

10. Another unchanged factor is the

t~end

towards higher Levels of

agricultural production. While, at the same time, consumption
continues to be depressed. Deliveries of milk to dairies increased by 2,4 %, sugar production is a record 12,2 million tonnes,
cereals production at 113 million tonnes is only slightly below
last year's peak; beef production is 3-4% up on 1978 and wine
production is 15 % above the average. But in some other markets
levels of production have remained more or less stable.

11. 1979 has seen a lessening of the difference between Community
and world prices for most major agricultural commodities. But the
future prospect is one of uncertainty following the decision of
the United States to cut its expected exports to the USSR.
The conjuncture of depressed consumption and increasing production
will lead to worsening surpluses. It will make it necessary to
continue a policy of price moderation together with a structural
policy suited to present day conditions.
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12. But some of the factors that allowed a vigorous price response such as the Commission's proposal for an agricultural price freeze in the 1979/80 campaign- are no longer so evident.
13. The slowing down of

agricultur~l

cost inflation ended abruptly

in 1979. One measure of this is provided by the prices of intermediate consumption which rose twice as quickly in 1979 as in
1978 (8,0% against 3,3 %). The increase was severe in Germany
and Benelux where a fall in average input prices in 1978 became
a rise of as much as 7 % in 1979. The acceleration of input
price rises was sharp in United Kingdom, Ireland and France. This
was partly due to oil price rises which on average
doubled

during the year. These affected agriculture

directly through higher costs of heating and diesel oil and
indirectly through electricity and fertiliser costs. Some of the
cost increases due to 1979 oil price increases are still in the
pipeline.
14. Differences in inflation were not entirely reflected in 1979 in
the evolution of exchange rates between countries. The European
Monetary System was established in 1979 and the year also saw
a rapid phasing out of existing negative MCA's. The monetary
gap has now been considerably reduced and no Member State has the
possibility of the sort of

rapid price increases in national

currencies that have taken place in the three previous campaigns.
Therefore the scope does not exist at the present time for faster
price increases for Member States facing the most rapid cost
inflation.
15. The fall in real agricultural incomes that took place in 1979
(see graph page 9) is an important element in this year's price
determination.
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After growing rapidly in the first years of the Seventies, agricultural incomes were sharply reduced by the raw material crisis of 1974. They recovered slowly after that but have been
more or less constant in the period of price moderation.
But first estimates of real agricultural incomes for 1979 show
a fall of 1,7 %. The fall is registered in all Member States
(except Italy and France) and is especially serious in Ireland,
Denmark, Luxembourg. Germany, Netherlands, the United Kingdom,
and Belgium also suffered real income reductions. It must be
seen in relation to incomes in the total economy which have
continued to rise except in the United Kingdom and showed an
increase of about 2 1/2 % per worker in 1979.
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b) The monetary situation

16. Simultaneously with the creation of the European monetary system,
the ECU was introduced into the common agricultural policy on

9 April 1979.
17. In 1979 exchange rates between the Community currencies

were

more stable than before.
However, the German mark was revalued by 2 % and the Danish krone
devalued by 3 % with effect from 25 September 1979. There was a
further 5 % devaluation of the krone on 30 November. These
realignments of exchange rates have been reflected in adjustments
to the central rates for the conversion of all the national
currencies into ECU. The central rate adjustments have. in turn
Led to changes in the representative rates used in the common
agricultural policy, and these, combined with the application
of the neutral margin agreed for positive MCAs, have prevented
the creation of new MCAs. However, the franchise, that is to say
the neutral margin, introduced 1or the countries with revalued
currencies has been virtually exhausted. Any future adjustment to
central rates will Lead to the creation of new positive MCAs.

18. 1979 also saw a more rapid distmantling of negative MCAs, in
three stages : in March when the EMS was introduced, in June
when the prices were fixed and in December. As regards United
Kingdom MCAs, the upward movement of sterling also contributed
to the reduction. Negative MCAs as of 6 February 1980 are only
a fraction of those which existed at 1 January 1979.
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Monetary compensatory amounts at
United Kingdom
France

~11.2.

- 27,0
- 10,.6

Ireland

- 17,7
2,.0

Benelux

+

Italy

Germany

3,3
+ 10,.8

Denmark

0

6.2.1980
(1)
0
- 3,7 (2)
- 2,3 (1)

0
+ 1,9 (1)
+ 9,8 (1)

0

19. In view of the need to reduce positive MCAs, while at the same time
avoiding reductions in prices in terms of national currency_, the
Commission considers that a further step in the dismantling of
positive MCAs should be taken in conjunction with the fixing of
prices. It therefore proposes a reduction of one point in the
amount applicable in Germany and a 0.5 point reduction in the
amount applicable in the Benelux countries.

(1) Rates applicable to most products.
(2) The rate applicable to pigmeat is 0 and MCAs are to be abolished for
all products at the beginning of the new marketing year.
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c) The agricultural markets
20. Several agricultural markets are still characterised by supplydemand imbalance. Structural surpluses exist in the milk sector
and the milk imbalance worsened again in 1979. In the sugar sector, the gap between

~igher

production and a stagnant con-

sumption is being made worse by increased competition from
isoglucose and subsidised glucose. There is a conjunctural difficulty for wine, where the harvest is considerably greater than
Last year, and potential difficulties exist for olive oil and
some tobacco varieties. Despite a comparatively Low degree of
self-supply in the beef market, intervention stocks are higher
than Last year.
The market balance for cereals is affected by another big Community harvest and by high Levels of imports of competing animal
feedstuffs. In addition, it could also be affected by the decision of the United States to cut its expected exports to the
USSR.
The main elements of the recent market situation for some principal commodities are reviewed in the following paragraphs,
(milk, sugar, cereals, meat, wine, olive oil, tobacco). Where
appropriate, the 'conclusions which can be drawn for the objectives to follow in the medium term are also indicated.
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Milk
21. Community milk production from dairy cows has risen since the
early 1960's by about 1.8% a year, mainly because of increasing
yields. The increase in deliveries to dairies has been at a
faster rate but this trend is Likely to come into Line with the
trend of production in the i'airly near future. In 1978

the~~~e

was

an exceptionally high increase in milk produciion and deliveries
but in 1979 the earlier trend re-established itself. Total human
consumption of milk and milk products, on a per capita basis, is
almost unchanged and is prevented from falling by the series
of special measures to aid consumption, particularly of butterfat.
22. In 1979 the Community's milk production increase was just under '
2 % and

d~Liveries

to dairies rose by about 2.4 %.

However, there were some features which indicate a slowing down
in the rates of increase; production fell or was unchanged in
some important milk

~reducing

areas of the Community. In those

regions where yields per cow are highest, yields fell in 1979,
under the combined influence of higher costs and declining
investments.
The consumption of milk and of fresh milk products rose
slightly - the increase being achieved for products with a lower
fat content so that relatively more skimmed milk was consumed.
A significant increase of skimmed milk utilization was also seen
in cheese production, which increased by about 4 %. In addition,
casein production increased by 12 % and there was a 6 % increase
in the use of liquid skimmed milk in animal feed. Together,
,these outlets helped reduce skimmed milk powder production by
nearly 3 %.
23. Prices to farmers were almost entirely maintained by the intervention system and the various schemes of aided disposal. The
disposal schemes, which were expensive in 1979, had
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good results. In particular, sales measures for skimmed milk
powder for animal feed helped to reduce intervention stocks to
their current level of about 218,000 tonnes, which is low.
The public intervention stock of butter, now at 270,000 tonnes,
is not excessive.' Disposal measures including an active export
polivy have ensured, however, that the.public stock
(270,000 tonnes) and the private aided stock (79,000 tonnes)
together are marginally Lower than their level at the same
period a year ago.
24. The world market has developed favourably since 1977, especially
in 1979 when international trade expanded and the rate of
increase of world milk production slowed down. This year the
reduction in the skimmed milk powder stock and the other disposal measures for butter-fat have contributed towards the slight
strengthening of .prices in external markets and thus assisted
a lessening in the rate of our export refunds.
25. Nevertheless production is still increasing and the cost of the
milk sector to the EAGGF is still excessive. In 1979 this sector
cost about 4,500 million EUA, accounting for about 43 %of total
guarantee expenditure and being equivalent to more than 20 % of
the value of final production of milk.
26. The Commission's present proposal on the support price for milk
must be seen in conjunction with the major proposals for improving the market equilibrium which were set out in COM(79) 710
final. The prime objective must remain to stop the increase in
milk production and to ensure that, beyond an agreed Level, the
cost of disposal ot surpluses resulting from any increase in
milk production should be borne by the producers themselves.
This Line of action is necessary for clear budgetary reasons but
does not take anything from the
Levels of production.

guarantees in respect of recent

•
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Sugar

27. Community sugar production has been rising by about 2.5 % a year
since the early 1960's but there is considerable annual variation.
Consumption, perhaps influenced by special factors, reached its
highest level in 1973/74, just before the sharp price rise caused
by world shortage, and is now well below its high point. The
Community was not ?elf-sufficient in sugar until quite recently
(1975/76) but since then production benefitting from very high
yields, particularly in 1978 and 1979, has exceeded human consumption. In addition, the Community has had since 1974 and obligation to import 1.3 million tonnes (white value) of preferential
sugar a year from ACP countries, the OCT (Overseas Countries and
Territories) and from India.

28. The 1979 Community harvest is an all-time record of about
.12.2 million tonnes. Human consumption will be about
9.5-9.6 million tonnes. Support prices for producers were maintained in 1978/79 without intervention purchasing by a substantial export programme at a high unit rate of refund. In 1979/80 for reasons which in the Commission's view are certainly of a
short-term nature - world market prices have improved considerably and the gap between Community and world prices has thus
closed. The current export refund is about 53 % lower than it
was at about this period of the last campaign. An equilibrium
can therefore be maintained in our market by an export programme
at less cost.

29. EAGGF gross expenditure in the sugar sector in 1979 is expected
to be about 1,005 million EUA. Against this should be set the
income from the production levy, under which producers contribute to the cost of disposal, and the storage Levy. This gives
a net cost of the order of 545 million EUA, of which about
380 million EUA was for the export of sugar which corresponded
to the import ·of sugar from ACP countries, the OCT and India .

•
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30. Despite the improvement in world prices, which is a welcome feature
of the market situation this year, the Commission considers that
its major objectives in this sector remain indisputably valid.
These objectives underlie the proposals which the Commission has
already made in COMC79) 710 final and on which it hopes that the
Council will take an early decision. The objectives are to ensure
that, so Long as a quota system continues, the total quotas
correspond as nearly as possible to the demand (Community consumption and traditional exports); and that, while the cost of disposal of Community sugar corresponding to preferential imports remains a Community responsibility, the cost of other exports or
disposal is borne by the producers themselves. The development of
production also points to prudence in the setting of Community
support prices and the Commission's proposals are made in the Light
of these considerations.
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Cereals

31. Community cereals production has.increased at an average annual
rate of about 1.6% in the Last decade. The higher production of
wheat

(+

2 % a year) is entirely the result of higher yields.

Under the impact both of increas~d acreage and higher yields
barley production has grown more quickly (+ 2.6% a year). Human
consumption of cereals remains almost unchanged.
32 •. The 1979 Community cereal harvest is estimated

a~

about 113 mil-

Lion tonnes, slightly below Last year's very Large harvest.
Compared with 1978 wheat decreased by 4 % and barley by 1 %. The
Community's Level of self-supply is again around 100 %. There
I

will be no difficulty, ·however, in disposing of this year's
Community production, since demand remains firm both in the internal and export markets. The gap between Community and world
prices has been reduced during

th~

year. Currently the Communi-

ty's export refund for wheat is about 85 % of its level at about
this period Last year. The refund for barley is about 77 % of
that Level. This trend has been clearly established during this
campaign,even though at the present time the market situation is
affected by the uncertainties following the decision of the
United States to cut its expected exports to the USSR as a result
of the USSR's action in Afghanistan.

33. The Commission decided in 1978/79, with the agreement of the
Member States, that it. would be sensible to manage the market in
such a way as to have a somewhat higher end of season stock. This
is intended to provide a protection for the consumer against price
swings, a Late harvest or other risks and also to enable a more
stable export policy to be pursued. This experience has been
positive and it is intended to aim for a similar carry-over stock
.of wheat of about 6.9 million tonnes, most of which would be in
commc1cial hands at the end of the current season. Intervention
stocks are now about 1.8 million tonnes of wheat, about 500,000
tonnes of rye and are minimal for other cereals.
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34. EAGGF gross expenditure on cereals is still running at high Levels
because of the size of the Last two harvests. The outturn for 1979
is expected to be close to the budget figure of 1,600 million EUA.
However, the net expenditure on cereals during the 1979/80 campaign
<market support and export cost Less income from Levies) is expected to be close to zero.

35. Despite the relatively satisfactory market situation now, there
are objectives which the Community should achieve in order to
improve the working of the market organisation. These objectives
are, firstly, to ensure that the relationship of cereal prices
makes possible the effective marketing of the Large crop of
Community barley; a major difficulty has been the sudden upsurge
in imports of competing maniac but, following discussions between
the Commission and the Thai authorities the volume of imports
will be.substantially Lower in 1979 (about 5 million tonnes) and
restraint on future supplies is under continuing discussion.
Secondly, the support system should be so operated as to avoid
bread-making wheat of minimum quality being bought unjustifiably
into intervention. Thirdly, it is essential, over a period of time
and with sufficient safeguards for producers, to bring the support
price for rye into Line with the support prices for other feed
cereals; the Commission has made proposals to this effect in
COM(79) 710 final. Fourthly, it is important in due course to
bring the price of durum wheat ihto better relationship with the
common wheat price. The Commission's price proposals are designed
either to further these objectives directly or to be coherent with
them.

Meat

36. A major factor. in the meat market since the 1960's has been the
rapid expansion of pigmeat's share of total meat consumption.
In quantity the gain in recent year-s has been more important than
even the gain in poultrymeat.
After the substantial gains of recent years the rate of increase
in pigmeat production has begun to slow down. In the first half
of 1979 producer prices for pigmeat and poultry were under pressure as a result of increases in production. In the autumn, however, prices-began to recover and firm prices for pigmeat are
forec~st

well into 1980. The flexible market organization and,

in particular, private storage have helped to bring pigmeat
prices back to a Level close to the basic price without checking
completely the momentum of increasing production.

37. Beef production has been rising by 1-2 % a year since the early
1970's. Consumption has increased_ sLowly (about 1 % a year) due
to pressure on consumers' incomes and the

competit~on

of pigmeat

and poultry (annual growth rates of 2.5 % and 4% respectively)
and beef's share of the meat market is declining. The structure
of beef production is also changing rapidly : the number of beef
production units is decreasing and average herd size is increasing.
About 80 % of beef produced has its origin in the dairy and dual
purpose herds and the market support for beef is therefore to a
Large extent also support for dairy farmers. The number of cows
of beef breeds has increased in the Lgst two years but it is
necessary to give attention to adequate profitability in speciaLized beef production as an alternative to milk production, if
further problems in the milk sector are to be avoided.

38. Beef production in 1979 is estimated at 6.6 million tonnes,
3-4 % above the Level of 1978, Largely due to an increase in the
average carcase weight. Consumption is estimated at about

.
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6.8 million tonnes. Imports, which are predominantly made under
various preferential arrangements, are currently running at about
400,000 tonnes a year with a corresponding but slightly Lower Level
of exports. Beef prices in the Community in 1979 have been weak;
the average Community market price is now about 83.7 % of the guide
price. Consumers have not been prepared to pay more and it is
essential to take account of this in framing the future policy, if
beef production is not to Lose more ground to pig, poultry and
mutton and Lamb production. World market prices for beef have
improved in the first part of 1979 but have now fallen back.

39. The Community beef market has been difficult to manage in 1979.
For specific reasons (Lack of fluidity in the market, variations
in national buying-in prices etc.) the volume of beef purchased ·
by the intervention agencies, about 330,000 tonnes, has been high.
'
If no change is made in certain elements of the support system, the
Commission expects that intervention purchases in 1980 will be at
higher Levels. The problems and the associated costs of managing
the market is 1980 are likely to be more acute.
EAGGF expenditure for beef in 1979 is estimated at 708 million EUA.
The trend of expenditure in this sector is once again upwards unless action is taken soon to reduce stocks and to improve the dayto-day working of the system.
40. The objectives in this sector already underlie the proposals with
the Commission has made in COM(79) 710 final. The Commission is
profoundly convinced that by certain changes in the arrangements
equally effective support can be given to beef producers' incomes
without the distortions now present in the intervention system.
Its objectives, th€refore, are to introduce the Community classification system, making the market more transparent and putting
intervention categories and prices on a common basis; to avoid the
use of intervention, where possible, at periods of the year when
prices should be firm to avoid raising support prices to levels
which do not correspond to reasonable market possibilities.
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Wine
41. Wine production in the Community is growing at a Long-term rate
of 1 % a year <1960-1977) due Largely to increasing yields.
Year-to-year harvest variations are sometimes as great as 40 %.
Consumption has been more or Less stable over the Last 15
years. Per capita consumption varies widely between Member States - being high in the main producing countries (France,
101 Litres per head) and exceptionally Low in Ireland (3 Litres)
and the United Kingdom (5 Litres). This difference is partly due
to different fiscal policies. The,stability of consumption means
that big harvest - Like that registered in 1979 - Lead to
increasing surpluses.
· 42. Wine production in 1979/80 is estimated at 167 million hectolitres, more than 15 % above average.
43. EAGGF expenditure in the wine sector varies with the harvest.
Expenditure in 1979 was more than the budget forecast of 94,4
million EUA. It is expected to be considerably higher this year.
44. The package of wine measures agreed by the Council in December
will certainly aid market management by reinforcing the quality
policy and by making possible a reduction of the area under
vines which are Least-suited to wine production. A reduction of
high excise duties would also stimulate consumption.
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Olive oil

45. Statistical difficulties make it·impossible to draw up a graph
showing the precise evolution of production and consumption of
olive oil. Production and consumption of olive oil are concentrated in Italy.
According to the Commission's estimations, however, the production of olive oil has slightly increased since 1960 as a result
of technical improvements; the number of trees appears to have
remained unchanged. There is reduced scope for an increase in
production in the future.

46. During the period 1970/74, some increases in consumption of olive
oil in the Community took place; this evolution is reflected in
the increase in imports during these years. Since 1975, however,
consumption has fallen sharply, due to an unfavourable relationship between consumer prices for olive oil and competing oils.
Measures are now being taken to halt the fall in consumption
through the introduction of an aid for consumption which will
reduce consumer prices. It is still too soon to judge the results
of this system of consumption aids. But, according to the first
signs, it appears that there has been an increase in consumption.
~

Intervention stocks are now about 49.000 tonnes following a considerable reduction in 1979.

47. EAGGF expenditure on olive oil is estimated at 391,7 UCE million
UGE for 1979, 3,8 '}{. of EAGGF guarantee expendi,ture.
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Tobacco

48. While the Community's self-supply is only 25,%, intervention reguLarly takes place for some raw-tobacco qualities. The EAGGF expenditure, 212 million EUA, for this sector amounts to 2-3% of total
guarantee expenditure and represents 45 % of the value of Community
produce, measured as packed tobacco. This 45 % represents the gap
that exists between the Community cost price and the world market
price for competing varieties.
I

49. Community protection is provided only by the CCT. Customs duties
are nil for goods imported from several countries (Greece, Turkey,
ACP) or are reduced as a result of preferential agreements (SPG)
or the provisions of the GATT treaty.

•
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d) Conclusions
50. In the Light of the foregoing, the Commission recommends that the
Council
• approve an increase in the common agricultural prices for the
1980/81 marketing year varying according to product and ranging
from 2 to 3.5 %, except for milk, sugar and beef and veal, for
which it is Limited to 1.5 %; in the milk sector this increase
affects only milk proteins and not butter;
• agree to the dismantling of positive monetary compensatory amounts
by one point in Germany and 0.5 point in the Benelux countries;
The agricultural price proposal would only have the effect of raising
food expenditures by 0.8 % and total household expenditures by a
Little more than 0.1 %.
51. Implementation of these proposals would entail additional net
expenditure of about 57 million ECU. These financial implications
must however, be considered in the context of the Commission's
proposals for changes in the common agricultural policy to help
balance the markets and streamline expenditure (doe. COM(79) 710
of 29 November 1979). The Latter proposals will in fact save some
15 million EUA, compared with the 1979 budget and 823 million
EUA on the 1980 budget estimates.
52. Lastly, the Commission considers that the Limitation of the
proposed increase in the price for beef and veal to 1.5 % permits
the introduction of a premium amounting to 60 ECU per head for the
first fifteen suckling cows on farm specialising in beef production.
This measure will entail additional expenditure of 210 million
EUA.
53. The Commission takes this opportunity to amend, in order to .,
clarify,
certain proposals contained in the abovementioned
document COM(79) 710, notably in the milk and milk products
sector. The Commission stresses that the introduction of special
measures to assist small dairy farmers in Less-favoured areas
and the suckling cow premium, which is designed to encourage
beef production, will be subject to the adoption of effective
measures relating to the milk eo-responsibility levy.
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54. In elaborating its present proposals and those contained in
document COMC79) 710, the Commission has carefully re-examined
the other solutions put forward for resolving the problem of
imbalance on the milk market.
It considers that only the solution which it advocates - an
additional levy on additional quantities - is acceptable and
effective, because
• it leaves the choice of whether or not to produce additional
quantities to the producers themselves;
• it applies to each dairy the rule that if there is no more milk
than in 1979 (minus 1 %), there is no supplementary Levy to
pay in 1980;
it ensures that, however much milk productiori increases, there
should be no need for supplementary funds for the milk sector.
55. In conclusion, the Commission reiterates that the situation on
the major agricultural markets and the budgetary difficulties
facing the Community would have Led to a price freeze, which
only the deterioration of agricultural incomes prevented this
year. However, under no circumstances can the price proposals
for the 1980/81 marketing year and the related measures be
financed unless an effective and permanent solution is found to
the most serious problem currently facing the common agricultural
policy, that is to say the milk problem. If the Council were not
rapidly to adopt measure~ on the lines of those put forward in
COMC79) 710, notably for milk, the situation would be so serious
that the Commission would be obliged to revise its proposals both
for prices and related measures.

·Table of price proposals for individual products
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Category of price or amount

Product

2

1
Durum wheat

Amounts fixed 1979/80
Ecu/tonne
3

r. increase per year
1980/81
1979/80 .~ 1979/~ amounts
first year

~

(1)

./1978/79

5

4

roposals

r.

Ecu'tonne increase
7·

6

Period of application of the
proposed prices
8

Target price
Single intervention price
Aid

277,37
249,12
77 ,31/ha

5,2
4,8

-

2,3
1,5
1,7

287 '11
254,10
77,31/h

3,75
2,0

Target price
Common single intervention price
Reference price for bread-wheat (minimum
quality)

201,42
149,17
168,06

3,8
1,9
1,3

2,6
1,5
1,5

208,97
152,15
17lt00

3,75
2,0
1,75

1. 8. 80 - 31.7. 81

Barley

Target price
Common single intervention price

182,89
149,17

4,3
3,2

2,8
1,5

189,75
'152,15

3,75
2,0

1.8.80- 31.7.81

Rye

Target price
Single intervention price

192,50
159,82

4,5
3,5

2,7
1,5

4) 5)

Maize

Target price
Single intervention price

182,89
149,17

4,4
4,0

2,8
1,5

189,75
152,15

Rice

Target price - husked rice
Single intervention price - paddy rice

382,28
218,58

4,9
3,4

5,0
3,3

398,60
228,25

+ 4,27

Sugar

Minimum price for sugarbeet
Target price for white sugar
Intervention price for white sugar

31,83
432,60
410,90

4,1
4,4
4,4

1,5
1,5
1,5

32,31
435,46
422,41

1,5
2,8
2,8

Common wheat

I

-

1.8. 80- 31.7. 81

1. 8. 80 - 31. 1· 81

5)

3,75.
2,0

1. 8. 80 - 31. 7. 81

1.9.80- 31.8.91

1.7.80- 30.6.8

-

Dried fodder

Peas and
beans
Flax and
hemp

···---

Amounts fixed 1979/80
Ecu/tonne

Production target price
Karkct target price
Interver.tio~ price
Pro8.uction aid

193:::/81 proposals
I.
1 9 7 Y / ? amounts

increase per year
~

1979/S•J

first year

-----

3

2

1

Oil seeds

-~.

Category of price or amount

Product

Olive oil

--

(1)
4

~1978/79

Eouttonne increase

5

6

2420,9

3

1758,0
544,9

1,5
3,0

7

Period of application of the
proposed prices

8

2 350,40
1 470,00
1 731,90
529,00

4,1
3,3
5,3
1,7

1,5
0,7
1,5
1,5

364,10
396,60

3,4
4,1

1,5
1,5

376,80
416,4

3,5
5

1.7.80..30.6.81
1. 9· 80..31. 8. 81

353,60
385,10

3,4
~,1

1,5
1,5

358,9
390_,9

1,5
1,5

1.7.80..30.6.81
1. 9· Bo-31. 8. 81

Guide price
- Soya seed
-Flax seed
- Castor seed

394,80
397,90
515,40

7,0
4,3
1,5

0,9
1,5
1,5

410,6
411,8
530,9

4,0
3,5
3,0

1.11. Bo-31.10. 81
1.11. 8o-31. 7. 81
1.10.80..30.9.81

Fixed rate aid (per ha)
- Cotton seed

133,38

5,9

1,5

137,38

3,0

1.10. 80..31. 7. 81

Fixed rate aid
Guide price

6,14
126,40

1,7
1,5

1,7
1,5

6,32
131,46

3,0
4,0

1.4.80- 31.3.81

~.:ir.i:::urn

Activating price
price

349,70
214,80

1,5
1,5

1,5
1,5

363,9
221,2

4,1
3

1.7.80- 30.6.81

Fixed rate ~id (per ha)
- Fibre flax
- He:np

248,55
225,74

7,2
9,9

1,5
1,5

256,00
234,77

Tarcet price
- Colza a~d rape seed
- Sunflower seed
B~sic intervention price
- Colza and rape seed
- Sunflower seed

.

1.11.8o-31.10.81

I

-

-

3
4

""'
1. e. eo-31. 7. 81 ~
I

..

-

--

Product

--

--

---

--

Category of price or amount

2

1

Aid (per lOO kg)
- !>:onoecious hemp
-Fibre flax
- Linseeds
-Grasses
- Legumes
- Rice

Seeds

Table wine
RI
Type
RII
RIII

12,7
17,5
13,9
12,1-45,9
4,8-33,9
12,1
2,54
2,54
39,61
2,38
52,79
60,28

Guide price
Intervention price

(2)

Eacic price
Eu.:rir.g-in price

(3) .

AIII

Fruit ar.d
vegetable

3

Guide price
(per de~ree/hl or per hl
according to type)

AI
AII

Raw tobacco

Amounts fixed 1979/80
Ecu/tonne

•;

incre,,~e

1979/BJ

~

first year

~

(1)
4

10,7
10,4
6,7
3,2 - 3,4
-3,1 - 4,9

-

oer year
1980/81 prooosals
I.
197Y/ay amounts
/1978/79

5

0
0

0
0- 0

o-o
0

4,5
5,4
4,4
4,3
4,6
4,6
2,6
on average

3,0
on average

1,6
1,6
1,5
1,3
1,5 .
1,5
1,5
on average

1,4
on average

ECU/tonne increase
7

6

(6)
12,9
17,8
1,5
14,1
2,3-50,3
4,9-36,8
12,1
on averag
2,64
2,62
40,80
2,45
54,37
62,09

3
3
3
3
3
3

(2)

.

(3)

2,3
on

Period of applicat ion of t he
proposed prices
8

1.7.80-30.6.82

16.12.80-15.12.81

1. 8. 80-31.12. 80

averag~

3,5
on averag

1980 - 1981

·I
l.N
V1

-- -

Product
1

--

-

Category of price or amount

2
Target price for milk
Intervention price
- for butter
- for skimmed-milk powder
- for cheese
• Grana padana 3o-60 days
• Grana padano 6 months
• Parmigiano-Reggiano 6 months

!.:ilk

Beef

- --

and veal

Guide price for adult bovines §:
"(1 ive weight)
Intervention price for adult bovines
(live weight)

Pigrneat

Basic price (slaughter weight)

Silk:wor:::s

Aid per box of silk seed
Aid to recognized producer groups
(per box)

§:

Suckli~

I. increase oer year
198)/81 orcoosals
Amounts fiI.
197·nay ar:1ounts
1979/80
-~
xed 1979/80
~cu/tonne increase
first
year
Ecu/tonne
/1978/79
_,(1)

Period of application of the
proposed prices

4

5

6

214,00

5,1

0

217,2

1,5

2 849,70
1 157,90

2,8
8,0

0
0

2849,7
1190,9

0
2,8

2 794,30
3 390,90
3 699,80

5,8
5,9
5,9

0
0
0

2838,7
3437,9
3746,8

1,6
1,4
1,3

1 545,80

5,9

1,5

1569,0

1_,5

1 391,20

3,7

1,5

1412,1

1,5

1 504,46

4,5

1,5

1549,59

3

l.ll.80- 31.10.8J

67,50

9,3

-

1,5

69,19

2,5

1.4.80...31.3. 81

3

-

-

'

7

8

1.4.80- 31.3.81

§:

7 .4. 80 - 5·4· 81

cow premiUm of 60 ECtl is calculated as being equal to another 1,5% increase in the guide price.

(1) i.e. Annual rate of increase since the introduction of the common price
(2) Nineteen varieties of tobacco, the prices for which apply to the calendar year.
(3) Products in Annex II of the Council Regulation of 18 May 1972 and periods varying according to the products;

Tomatoes
Peaches

Apples

Lemmons

Cauliflowers
:

1.8.1980 to 31.5.1981

1.6.1980 to 30.11.1980

Pears

: 1.7.198o to 30.4.1981

Mandarines

16.11.1980 to 28.2.81

1.6.1980 to 30.9.1980

Table grapes

: 1.8.1980 to 31.10.1980

Sweet oranges

1.12.1980 to 31.5.1981

'

(4) Special price increase of 6.01 ECU/t is proposed for bread-making rye
(5) To be fixed on the basis of the usual criteria and taking into account the proposals contained in document COM(79)710
final of 30.11.1979
(6) Aids already fixed by Council Regulations (EEC) N° 1582/79 of 24.July 1979 and (EEC) N° 2879/79 of 17 December 1979.
These aids also apply to the marketing year 1981/82. However, for the marketing ye~r 1981/82 1 the Commission proposes
an increase for the species Phleam pratense (7 %) and Trifolium repens, including giganteum ~9 %).

~Aid for the 1977 hop.harvest : in ECU/tonne for aromatic varieties 453 (+ 9,6%), bitter 345 (+ 17,3%) and others(-8,75%)

Aid for 1978 : in Eau/tonne for aromatic varieties 423 (- 6,6

%),

bitter 363 (+ 5,2

%)

and others

484 (- 33,24

%)
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B. EXPLANATORY MEMORANDUM FOR INDIVIDUAL PRODUCTS
- Cereal and rice

39

- Sugar

45

-Olive oil, oilseeds, protein products and textile fibres

47

- Wine

61

- Fruit and vegetables

63

- Tobacco

65

- Seeds

70

-Milk

71

- Beef and veal

75

- Pigmeat

77

-Silkworms

78

t
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CEREALS

A. PRIGES
1. The common market organization for cereals is an integrated

sys~em

of prices which will only operate properly if the price relations are
correctly set.

In such a system, the various prices are interdependant.

So far as possible, the Commission seeks to further refine the key
elements of this system.
The Commission's general objectives are as follows
a) increased market fluidity, i.e. greater freedom for market forces
to operate;
b) reduced cost of market support for the EAGGF.
Increased fluidity \vould come from
- up-dating the transport costs,
-making barley more competitive on the feed grain market,
facilitating the use on the Community market of common wheat of
Community origin, whether it be for human consumption or animal feed.
Reduced costs for the EAGGF (intervention and export refunds) would
automatically result from the proposed improvements.
2. Durum wheat is not included in the integrated system of prices since it
is not competing with other cereals on the animal feed market.

It is

however in competition with common wheat for human consumption (in pasta
products).

For this reason the Commission has the long-term objective

of reducing its price in relation to that of common wheat.

This could

be achieved, whilst continuing to support producers' incomes, by holding
the common prices unchanged and increasing the level of direct aid.
The

Co~nission

irr~ediate

cannot make such a proposal this year because of the

budgetary impact of the direct aido

It therefore proposes

price increases which parallel those for other cereals, with no change
in the level of direct aid.
3 • As regards rye, the Commission made a proposal in the frame1vork of
"Changes in the Common Agricultural Policy to help balance the markets
and streamline expenditure" (1).

This involved the gradual alignment

of the rye intervention price with the common single intervention price
of common wheat, barley and maize.
•

(1) Doe. COM(79) 710 final of 30.ll.l979
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The Commission's price proposal for rye in
earlier proposal.
in

~rket

1980/81 is based on that

It believes, moreover, that the

improvements

~uggested

fluidity with the increased possibility of competition between

cereals on the animal
the market.

fee~

market will favour the absorption of rye by

In fact. an 'increase in the difference between the common

single intervention price and the common

target

price for feed grains·

favours the operation of the entire Community cereals market.

4. To resume, the Commission's broad aim is to improve, as far as possible,
the price relations on which the integrated system hinges.

B,y favouring

the operation of the Community market, this should reduce the need for
intervention (as regards, in particular, common wheat of breadmaking
quality and rye) and for exports (particularly of barley) and thereby
lead to a reduction in costs for the EAGGF.

5. The 1980/81 cereals price proposals are based on Council Regulation (ENJ)
No 2727/75 of 29 October 1975, on the common organization of the market
in cereals(!)•

The basic proposal is for an increase of

co:mmon single intervention price.

2%

in the

This results in an increase of 3.75%

in the common target price for maize and barley, after taking account of
up-da.ted transport costs (January

1980) and the need to improve the

competitive position of Communitybarley.
The proposal for common wheat, made in accordance ,..,i th Article 3 of
Regulation

(EEC) No 2727/75 as amended by Regulation (EID) No 1151/77( 2),

involves fixing the reference price in respect of medium bread-making
quality requirements by adding
price.

15 %to the common single intervention

A definition of medium bread-making requirements is proposed in

the related measur~s, as required by Article 4 of Regulation (EEC)

No 2727/75•
In these circumstances, the Commission undertakes to apply a reduction of

3.97 NJU/t to the reference price in the context of the special intervention measures (Article 8 of Regulation (EEC) No 2727/75). In this way,
common wheat .of minimum bread-making quality will receive an increase
of 1 •. 75

%as

compared with its

1979/80 price (168.06 IDU/t). The

resulting price level (171.00 ECU/t) should improve the competitive
position of this type of conurton wheat and thus significantly reduce

?l~
2

OJ No L 281,
OJ No L 136,

1.11.1975, P• l.
2. 6.1977, P• 1.

•
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the risk of intervention.

The Commission

propose~

no change in the

definition of the minimum bread-making quality •
As regard rye, the intervention price

res~lts

from the addition of 7.10

ij!'J.Ce

ECU/t to the common single intervention;which is itself 2 %higher.

As

explained in the earlier proposal (l), this will reduoe by one third the
difference between the rye intervention price and the common intervention
price for other cereals (difference in 1979/80
=

= 10.65

ECU/t : in 1980/81

7.10 ECU/t) •
the speciaJ. price increase

Finally the Commission undertakes to fix

for rye of bread-making quality at 6.01 ECU/t (previously 5.44 ECU/t).
The proposal for durum wheat is to increase the intervention price by
2

%and

dity.

the target price by 3. 75 % v-1hich will improve

j

ts market flui-

-

:Moreover, it is proposed in the related measures to abandon for

the time being the quality requirements governing the gTant of direct
aid.

This is because of difficulties experienced in verifying the

quality when making aid payments.

The quality problem should rather

be dealt with when intervention takes place.
Finally, taking into account the general rise in storage costs, it is
proposed to inc~ease by 2

%the

monthly increments for cereals and for

rice.
RICE

6.

~ie

Jecision has been taken in the rice sector to eliminate the gap

between the prices for round and long rice in two steps.
The first step was taken in the 1979/80 marketing year.

The gap between

the threshold prices was reduced from 24.18 ECU/t to 12.09 ECU/t.

In

addition, the corrective amounts which are added to the intervention price
for the different types of long rice were reduced by a half.
To compensate for this reduction, the following measures were taken :
the 1979/80 prices for round rice fixed by the Council >vere increase•
more than vmre prices for ether agricultura-l proclucts (+ 3.3 ~'~for the
intervention prj_ce and + 5 fb for the target price).

As long rice prices

are derived :rom those for round, this increase mjtigated the effects
of the first move toward uniformity.
C8

As a res'.llt, the intervention pri-

for long rice (Ri be) only fell by 1.1

(l) Doe. COM(79) 710 final of 30.ll.l979•

%whilst

the threshold price

/
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for long rice rose slightly by 1.5

%,

- an aid of 121 ECU/t was introduced for rice intended for seed (Council
Regulation No 2878/79; OJ No L 325 of 21.12.1979).

7 • The second stage of closing the gap must take place in the 1980/81 marketing year so that there will be only one intervention price, target price
and threshold price for round and long rice.
At present, the gap between the intervention prJ

for round rice and

~e

that for long (Ribe) is 9.67 ECU/t.
To eliminate this difference would lead to a reduction in the long rice
price of 4.2

%.

In order to avoid such a reduction it is proposed that

a single intervention price of 228.25. ECU/t applicable to all types of
rice, should be fixed as from the start of the 1980/81 marketine year.
This would represent an increase of 4.4

%for

round rice and no change

for the most representative variety of long rice (Ribe).
long grain rice at present represents about 70

%of

However, as

Community production,

the weighted increase for the rice sector as a whole would be 1.3

e.

%.

The target price for husked rice, which is derived from the single intervention price will, for the first time, apply to both round and long rice
as from the start of the 1980/81 marketing year.

In accordance with

Article 4 of Regulation No 1418/76, this derivation must be based on a
number of technical elements (notably transport costs) as follows
ECU/t

l. Intervention price Vercelli
2. Market element
3. Processing costs
4. Husked Rice price at Vercelli
(l + 2 + 3 x coefficient 1.25)

~

5· Transport cost Vercelli - Duisbourg
6. Target price Duisbourg (4 + 5)
- increase compared with previous
marketing year

~

1979/80

1980/81

218.58

228.25

24.05

25.ll

35.30

36.58(1)

347.41

362.42

34.87

36.18

382.28

398.60

+ 4.96%

+

4.2-rfo ")

(l) 1 ECU = 117 Lit agriculture Rate
")Increase for round rice. For long rice, the increase is only 1.07

%.
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B. - RELATED MEASURES

1. The principal related
quality requirements.

meast~e

is that which defines the medium bread-making

This is formally necessary for the application of

Article 3(2) in the basic cereals Regulation (EEC) No

2727/75•

This definition, which has an important place in the completion of the
system, is proposed in terms of internationally recognized criteria
(protein content, Zeleny index, Hagberg falling number).
It should be noted that, even though this definition of medium quality
requirements is essential to the completion of the system, the Commission
does not envisage changing the quality standard to be applied in the case
of special intervention measures.
lation (EEC) No

Any measures under Article 8 of Regu-

2727/75 will continue to be taken in respect of common

wheat having the minimum quality requirements as currently defined.
2. The second measure in this group is an amendment to the basic Regulation

concerning durum wheat aid (Article 10), which will remove the obligation
to make the granting of such aid conditional on a given standard of quality.
Upto now it has not been possible to develop Community quality criteria.
Moreover this aid is only granted in the southern part of the Community,
where quality problems are much less serious than in the North and where
a significant part of production is used locally for bread or is consumed
on the farm.

3. As a further consequence of the proposal to change the quality requirement
applicable to durum wheat aid, it is proposed to amend Regulation (EEC)
No 3103/76 (l).

4. The application of a common price regime for round rice and long rice will
entail the suppression of the corrective amounts applicable at intervention price and a modification of the corrective amounts at the threshold
price stage.

This will involve amendments to some of the provisions in

the bJasic rice regulation.

•

(1)

OJ No L 351, 21.12.1976, P• le
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CEREALS
PRICE PROPOSALS FOR 1980/1981

Ce r e a 1

1979/80

1980/81
Proposal

149.17

152 ol5

Increase
in %

CO:MMON WHEAT
Common single intervention price

174.97

+ 2.0
+ 2.0
+ 1.75

201.42

208.97

+ 3.75

152.15

+ 2.0

Common target price

149.17
182.89

189.75

+ 3.75

-RYE
Single intervention price.

159.82

(b) and (c)

Target price

192.50

(c)

Reference price 1. Medi urn quality
2. Mininru.m quality
Target price

(1,71.55)
168.06

(17l~OO)(a)

BARLEY AND MAIZE
Common single intervention price

DURUM WHEAT
Single intervention price

249.12

254.10

+ 2.0

Target price

277.37

287.77

+ 3.75

77.31/ha

77.31/ha

-

Aid per hectare

(a) Price resulting from a reduction of 3.97 ECU/t applied to the reference
price fixed in respect of the medium bread-making quality. This price
would be used in the context of special intervention measures

(b) Special price increase of 6.01 ECU/t (previously 5.44 ECU/t) is proposed
for

bread-ma~ing

rye

~) To be fixed on the basis of the usual criteria and taking into account

the proposals contained in document CO:M('79) 710 final of 30.ll.l979.
'

•
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S UGAR
1 . In 1979/80 sugar

prodt.lct~

on in the _·Communi:ty

As in the previous yea!", trie area under beet

aga.in a reco·rd.

l-TaS

was reduced by grot-rers in

Denmark, ·the_ Netherlan~s, Franc~ -and G~rmany '. b:t~ increased ~n Italy,
Be1giurti- and the United Kingdom.
-the

~ugar

yield per hectare

\'laS

Thanks· to the excellent 'autumn vreathef.
13%

abov~

Prod~1ction. thus attaioed 12.2 mi.llion

t,

.the normal Commur;ity yield.
cornp~red with 11 .• '8 mil~ion t

in the 1978/79- sugar year, and. exceeded foreseeable consumption by· ·
"

2. 6. million t.

'

r

'

'

I ,

I

t·

total

Q-~antity

·~I

'

q self~supply_

These fi:gul"e-s point to

-

.

(

'

rate of: 127%.

The

available for export, allovTing for. imports of

1.3 million t of p-referential sugar, ·'tdll 'reach 3.9 mill'i.on- t, of which
1 .4 million t of C :sugar wi.ll be _exported- wi.thout re·funds.

2. In c9ntrast to the Community• s · su~ar situation, wor·ld production in the
1979/80 sugar year t-till_ fa~l short ·of foreseeable. wor;-ld. consumption.
This prospect set off an extraordinar~ up st-ring in. world market_ prices
last autumn, and figures are now more than d-ouble t..rhat they

we~e

at

that time. .At the peg inni-ng o.f Janua.r;-~r 1980, ~he price: applied_ by the
ISA for :rat-r sugar

~xceeded

the tht.;,eshold of 15 cts/lb, beyond which !SA

_ _ quot·as are no longer· applicaple.

/

The· important question is t-rhether this is really the beginning of a
sqortage, as in 1973 a.nd l974, or vrhether it marks a transition to a
more normal situatfon ~encumbered by _the heavy SUI"'pluses that 'affected
the world market,betweeri ·1975 and 1979.
To ansvrer this qu~stion ,one must take account not only of' the
production shortfall th-is- y~ar (estimated

.at

4-5 ~illion t) but- also

the reasons for it, together ·l-rith, the s_tock situation.
/

The drop- in-

production i.s due 'in part to poor•- harvests owing to bad \-leather in
- several of the main producer countries (especially USSR, Cub·a, India,
Thailand) and in part to deli?erate cuts in· production as a result of
· the restrictions on expOl"ts imposed ·by the !SA (Brazil, Australta,
South Africa). . Stocks in 1979/80 began at a rec.ord l~vel- of
30.4 million t 'on 1

s·~ptember

1919, which is about 34% of annual

consumption.
In the present marketing year, therefore, there will be no difficulty
in supplying the world market ·from stocks; - as to future production,
there is no reason :to- suppose that the reason,s foY. the' production
shortfall in 1979/80 will perslst.

Furthermore, world market prices
'

I

are pqw- a-t a level which \olill stimulate future productl.on.

,

-
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3. With regard to the prices to be ,fixed for the Community in 1980/81, the
Commission p·roposes the following:
(a) an increase of 1.5% in the minimum price for beet.

The reasons for
:

I

limiting the incra'3.se ar-e the high profitability of beet-gr•owing as
such and in comparison with alternative crops.

This is evident

from the fact that qeet growers in most of the Community regions
fjnd it worthwhile to produce beet in excess of quota A with a
greatly reduced price guarantee;
(b) an increase of 5% in the processing margin to be adopted for
deter•min~_ng

inter·ventton prices f0r sugar.

Thls increase in the

margin is needed to offset the sharp increase in heavy fuel oil
pY'ices; . the incr·ease in other cost components may be regarded as
cov.ered by the improvement in sales of molasses;
(c) an increase of. 2. 8% in the interventj_ on price and

tar·g~t

price for

white sugar, resulting from the proposals under (a) and (b);
(d) an increase of .0.37 to 0.45 ECU/month in the reimbursement of
storage costs in order to take into acc.ount the general increase in
interest

'~"a tes;

(e) an incr·ease of 1.87 to 6 ECU/100 kg in the threshold price for
molasses to offset at least partially t'he increase in pr-:tces on the
v-mr·ld mFJrket and sell tng prices obtai.ning tn .the Community.
4. In addition,· the Commission conflrms that the r•eference per:i_od it
pr·oposed 5.n document COH(79 )710 final can be corrected to the t"ro best
of the last five sugar

yea~"s.

I

j
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OLIVE OIL
1. Production target price
Article 4 of Regulation No 136/66/EEC provides that before 1 August each
year, a production target price for olive oil shall be fixed for the marketing year which begins the following year. In accordance with Article 6
of that rngulation, this price shall be fixed at a Level which is fair to
producers, account being

tak~n.

of the need to keep Community production at

the required Level.
The production target price was fixed at 235.04 ECU/100 kg for the marketing
year 1979/80. For the marketing year 1980/81, taking into account the abovementioned criteria, and the increase envisaged for all other agricultural )
products, it is proposed to fix the production target price at 242.09 ECU/
100 kg, which represents an increase of 3 % compared to the price fixed for
the preceding marketing year.
2. Production aid
Article 5 of Regulation No 136/66/EEC provides that before 1 August each
year, a production aid for olive oil shall be fixed for the marketing year
which begins the following year. According to the same Article this aid,
which is intended to contribute to the attainment of a fair income for the
producers, shall be fixed taking into account the incidence which the consumption aid has on only part of the production.
For the 1979/80 marketing year, the production aid was fixed at 52.90 ECU/
100 kg. Taking into account the importance of the production aid for the
income of the olive-oil producer, and bearinc in mind the criteria mentioned
.above, it is proposed to increase this aid by the same percentage as that
used to fix the production target price. It is therefore proposed to fix
the production aid for the 1980/81 marketing year at 54.49 ECU/100 kg.
3. Intervention price
Article 4 of Regulation No

13~/66/EEC

provides that before 1 August each

year, an intervention price for olive oil shall be fixed for the marketing
year which begins the following year.
According to Article 8 of that regulation, the intervention price shall be
equal to the production target price Less the production aid and Less an
amount which takes into account market fluctuations and the cost of transport of olive oil from production areas to consumption areas.
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The

amoun~used

1979/80

when the intervention price was fixed for

namely, 8.80 ECU/100 kg and 8.95 ECU/100

k~

i978/1979

and

respectively, which

gave rise to an intervention price of 170.63 ECU/100 kg and 173.19 ECU/
100 kg for the

t~o

years in question, were not sufficient to ensure the

necessary fluidity in the olive

oil market for the period concerned. Du-

ring those marketing years certain quantities were
vention in Italy, the principal olive-oil

..
producing

sold into intercountry in the Commu-

nity.
In order to ensure a greater fluidity in the olive oil market it is, therefore, necessary for the 1980/81 marketing year to increase the difference
between the intervention price and the production target price Less the
production aid. A difference of 11,80 ECU/1CC kg should permit the objective
pursued to be achieved.
It is therefore proposed to fix the intervention price for the 1980/81 marketing year at 175.80. ECU/100 kg, which represents an increase in the intervention price of 1.5 %.
4. Monthly increases
Article 10 of Regulation No 136/66/EEC provides that
sales to

in order to enable

be staggered, the market target price, the intervention price

and the threshold price shall be increased each

month~

for a period of

five months beginning 1 January, by an amount which shall be the same for
all three prices.
For the 1979/80 the amount of the monthly

in~reases'

was fixed at 1.37 ECU/

100 kg. From 1 January 1980 these increases became applicable during seven
months.
For the 1980/81 marketing year, an increase in the monthly increases of
the same percentage as that used to fix the intervention price, namely
1.5 %, appears

a~equate.

It, is therefore proposed to fix the amount of the monthly increases at
1.39 ECU/100 kg, to be applied· during the seven months which begins on
1 January 1981.

OILSEEDS

A. Colza and rapeseed, and sunflower seed
1. Article 22 of Regulation No 136/66/EEC

establishment of a common
1
organisation of the market in oils and fats( )provides that each year
on~e

the Council shall fix the target price, the basjc intervention price
and the other intervention centres as well as the derived intervention
prices, for colza, rapeseed and sunflower seed.
2. For the 1979/1980 marketing year the target prices for colza and sunflowerseed - which shall be fixed at a Level which is fair

to the produ-

cer, account being taken of the need to keep Community production at the
required Level - were fixed at 36.41 and 39.66 ECU/100 kg respectively.
For the 1980/1981 marketing year the Commission proposes to increase
them to 37.68 and 41.64 ECU/100 kg respectively, which represents an
increase of 3.5 % for colza

.

and 5 % for sunflower seed. It should

be noted that Community production of both the oilseeds in question is
inadequate to cover the requiremens of the Community for these seeds.
The Community produces 1 200 000 tonnes of colza and imports between
300 000 and 500 000 tonnes; 200 000 tonnes of sunflower seed are produced and 1 000 000 t are imported. In the context of total usage of oilseeds, of which'11 000 000 of soya, the proportion of Community production of colza and

sunflower-~ed

is even more Limited.

In these circumstances the Commission believes that a special encouragement should be given to their production. The incentive for sunflower
seed, of which the deficit is Largest and for which demand

is growing,

should be greater.
3. With regard to

t~

intervention prices, the Commission believes that it

is appropriate to amend the system, although the principles which have
been fundamental to the system since the establishment of the common organisation of the market in oils and fats in 1967 should still pe respected. The system of regionalised intervention prices that exists in the
sector of colza and sunflower seed has as its objective on the one hand
to ensure that the prices obtahed by the producers should be as close as
(1) OJ No

172,

~Cw9~1966,p.

3025/66

I ,
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possible to the target price, and on the other "to allow seeds to move
freely within the Community (in particular from surplus areas to deficit
areas) under natural conditions of price formation and in accordance
with the needs of the market.
The Commission considers that the fixing of regionalised intervention
prices has become superfluous, and can even impede the free circulation
of the oilseeds. For this reason the Commission proposes to amend Regulation No 136/66/EEC by providing for the replacement of the system of
derived intervention prices by that of a single intervention price.
The difference

betwee~

this Latter price, to be fixed for a centre in

the surplus area, and the target price, must ensure a greater fluidity
of the market. Moreover, the fact that the Community is in deficit of
colza and sunflower seed should, under normal market conditions, prevent
that the

prices obtained by the producers, particularly, where colza

is concerned, in the deficit area in the North of the Community, should
be toO close to the Level of the single intervention price.
In order to avoid that in certain regions in the Community the guaranteed
return to the producer be decreased in real terms when the conversion
to the new system takes place, the Commission proposes to establish the
new system in two stages. For colza, since the

d~fference

between the in-

tervention prices in the main producing area (Chateauroux) and the basic
intervention price is 4.7 %, an increase of 3.5 % in the intervention
price at Chateauroux and the alignment at this Level of the single intervention price would have caused a decrease in the guaranteed return to
producers in some regions in the Community, in particular in the North,
which is inacceptable.
·
~

The same problem arises in the case of sunflower seed.
For the 1979/1980 marketing year, the basic intervention prices for colza
and sunflower seed were fixed at 35.36 and 38.51 ECU/100 kg respectively.
For the 1980/1981 marketing year, on the basis of the criteria outlined
above, the Commission proposes to increase the basic intervention prices
for colza and sunflower seed respectively
namely, an increase of 1.5 %.

to 35.89 and 39.09 ECU/100 kg,

It will thus be ensured that the intervention price for the 1980/1981
~

marketing year will not, in terms of national currency, be Less in any
intervention centre than the price currently in force.
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The Commission proposes to maintain for the 1980/1981 marketing year
the intervention centres used during the preceding marketing year and
to increase the derived prices by the same percentages as those used to
increase the target price, namely, 3.5 % for colza and 5% for sunflower
seed, on condttion however that this

m~thod

does not Lead to prices being

fixed which exceed the basic intervention price. For centres for which
this occurs, the basic intervention price shall be used.
For the 1981/1982 marketing year the Commission proposes to progress to
the final stage of the system of intervention based on a single price.
4. Article 25 of Regulation No 136/66/EEC provides that the monthly increases
shall be fixed annually by the Council,

takin~J

into account average sto-

rage costs and interest charges in the Community.
For the 1979/1980 marketing year
and 0.445 ECU/100 kg

f~r

t~monthly

increases were fixed at 0.381

colza and sunflower seed respectively. For the

1980/1981 marketing year it is proposed to increase the monthly increases
to 0.394 ECU/100 kg for colza and 0.467 ECU/100 kg for sunflower seed,
that is, an increase of 3.5 % for colza and of 5 % for sunflower seed.
This increase should be adequate to cover the rise in costs which may
have occurred in most regions of the Community.

/
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B. SOYA BEANS
1.

its Regulation (EEC) No 1614/79 laying down special measures in respect
of soya beans( 1)the Council adopted a new·system of support for the pro~Y

ducts in question which shall enter into force on 1 November 1980.
According to this system a guide price shall be fixed each year, at a
level which is fair to producers, taking into account the

s~pply

require-

ments of the Community. When the guide price exceeds the world market price,
an aid equal to this difference is paid to any purchaser who fulfils certain
conditions and in particular, has paid the producer of soya beans a price
which is at least equal bthe minimum price.
This latter price must also be fixed annually, at a

lev~l

which is as close

as possible to the guide price, but which allows for market fluctuations
and transport from production zones to

the areas where the beans are used.

2. Under the existing system of support of soya beans, laid down in Council
.

Regulation No 1900/74

(2)

, a guide price was also fixed which respected the

criteria outlined above. For 1979/80, this price was fixed at 39.48 ECU/
100 kg. In proposing a price for 1980/81, account has been taken of two
factors in particular.
3. Firstly, as it is scarcely necessary to mention, the Community represents
the second largest consumer of soya meal in the world, and its demand expands annually.
Secondly, whereas the period since this product was first the subject of a
support system was marked by a relative lack of interest on the part of
the producer, there is now a renewal of interest in the production of soya
beans, andit appears appropriate to ensure that this continues.
It is therefore proposed to increase the guide price by 4 %, to 41.06 ECU/
100 kg.
It is proposed to fix the minimum price at 37.78 ECU/100 kg. This price
is equal to 92 % of the guide price, and should ensure the necessary fluidity of the market.

(1) OJ No L 190, 28.7.i979, p. 8
(2) OJ No L 201, 23.7.1974, P. 5
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c. Seedflax
1
1. In accordance with Article 1 of Regulation (EEC) No 569/76( )the Council
fixes a guide price each year for Linseed, in order to ensure a fair
income for producers. For the 1979/1980 marketing year this price was
fixed at 39.79 ECU/100 kg. It is proposed to increase it for the 1980/
1981 marketing year to 41.18 ECU/100 kg(+ 3.5 %).
2. In granting it a price increase which exceeds that proposed for other
agricultural products, it is hoped to revive interest in the production
of Linseed, since this production has decreased to a marked degree due
in particular to insufficient profitability.
However, the Commission continues to

bel~ve

that the Lack of interest

on the part of producers for this crop is in part caused by the fact
that the aid system is not the most appropriate.
This increase in the price of Linseed will also contribute to a fair
income for producers of fibre flax.

D. Cotton seed
1. Article 1 of Regulation (EEC) No 1516/71( 2 ) provides that each year an
aid per hectare shall be fixed for cotton seed so as to help ensure a
fair income for the producer.
For the 1979/1980 marketing year the aid was fixed at 133.38 ECU/ha.
For the 1980/1981 marketing year it is proposed to increase it to
137.38 ECU/ha (+ 3 %).
2. Taking into account the current and foreseeable market situation, the
relatively minor economic importance of this crop and the fact that the
system of aid for cotton seed will be abolished from the 1981/1982 markedng year, it is proposed to grant for cotton seed an increase which
does not diverge substantially from the average for all agricultural
products.

•

(1) OJ No L 67, 15.3.1976, p. 29
(2) OJ No L 167, 17.7.1971, p. 1
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E. Castor seed ·
1
1. Article 1 of Regulation (EEC) No 2874/77( )provides for a guide price
to be fixed annually for castor seed at a Level which is fair to producers, taking into account the supply requiremerts of the Community.
Article 2 of that regulation provides that a minmum price shall be fixed
each year at a Level which guarantees that the sales

cr castor seed pro-

ducers shall take place at a price which is as close as possible to the
guide price, taking into account market fluctuations and the cost of
transport of the seed from the production areas to the processing areas.
For the 1979/1980 marketing year these prices were fixed at 51.54 and
49.08 ECU/100 kg respectively. It is proposed to increase them for the
1980/1981 marketing year to 53.09 and 50.55 ECU/100 kg

(+

3 %).

2. Since this production has not yet progressed beyond the initial stage,
it is too soon to draw valid conclusions with regard to the guide price.
For this reason, and taking into account the supplementary aid of 1i.09
kg to encourage development which was granted for three years
by Regulation (EEC) No 1610/79( 2), it does not appear justified to diEC~/100

verg~

from the average increase proposed for other agricultural products.

Insofar as the minimum price is concerned, taking into account the relatively short distance between the production area and the processing
area, keeping the difference from the guide price at 5% will permit the
required fluidity of the market to be maintained.

(1) OJ No L 332, 24.12.1977, p. 1
(2) OJ No L 190, 28.7.1979, p. 4
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PEAS AND FIELD-BEANS

1. Article 1 of Council Regulation (EEC) No 1119/78 Laying down special measures for peas and field-beans used in the feeding of animals~ 1 )provides
that an aid activating price shall be fixed annually in this sector.
This price shall be fixed for soya meal at a Level which permits peas
and field-beans to be used in animal feedingstuffs under conditions of
normal competition with oilseed meals.
When the world

mar~

price for soyameal is Lower than the activating price

an aid equal to 45 % of the difference is granted to the manufacturer of
animal feed.
Article _2 of the same regulation specifies that the granting of aid is
conditional upon the producer having received a price at Least equal

~o

the minimum price - and this minimum price must also be fixed annually,
and 1s intended to ensure a fair return to producers of peas and'fieldbeans, allowing for market fluctuations and the cost of transport from producer to processor.
•

2. For the 1979/80 marketing year the minimum price was fixed at 21.48 ECU/100 kg
and the aid activating price was equal to 34.97 ECU/100 kg. The minimum
price proved adequate to ensure that the production continued to expand,
whereas the aid resulting from the aid activating price provided a sufficient incentive to feedingstuffs manufacturers to use the expanded production. It should be noted that whereas in 1978/79, the first year of operatbn, the quantity of peas and fieldbeans used under the system was 150 000 t,
in the first s;x months of 1-979/80 the comparable quantity was 115 OOOt.
3. To maintain a satisfactory rate of expansion in this sector, it is proposed to increase the minimum price to the producer by

3 %, to 22.12 ECU/

100 kg.
The aid activating price is derived from

~e

minimum price in the sense that

once the Latter is determined, the former must be fixed at a Level which
ensures that the aid will be adequate to allow

the peas and beans purcha-

sed at the minimum price to compete with oilmeals ·purchased at the world
market price. In order to maintain the necessary equilibrium, the increase

(1) OJ No L 142, 30.5.1978, p. 8

•
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of 0.64 ECU in the minimum price give rise to an increase of 1.42
ECU/100 kg in the aid activating price. It is therefore proposed to fix
this price at 36.39 ECU/100 kg •

•
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DRIED FODDER

1. Council Regulation (EEC) No 1117/78 on the common organization of the market for dried fodder( 1 )provides that a flat-rate aid shall be fixed annually

for the products concerned, with the aim of improving the supply of protein
products to the Community. A guide price shall also be fixed annually, at
a Level which is fair to the producers. When the world market price is inferior to the guide price, an aid shall be granted which is equal to a percentage to be determined of this.difference.
2. For the 1979/80 marketing year the flat-rate aid was fixed at 6.14 ECU/per

tonne; the guide price was fixed at 126.40 ECU/tonne, and the percentage
of the difference between the guide price and the world market price was
maintained at the Level

determined for 1978/79, namely

- 70 % for dehydrated fodder and protein concentrates
- 40 % for the fodder products covered by the system otherwise dried and

ground.
3. The preparation of the price proposals for dried fodder for 1980/81 has

necessitated a particularly thorough study of this sector, because energy
costs represent a si_gnificant part of the costs of production. It is undeniable that the

production of dried fodder requires a rngher input of energy

than does the processing of most other products of agricultural origin.·
However, there are several other aspects of this sector whjch must be taken
into account.
Dried fodder represents the most important protein crop of Community origin.
It provides the highest yield in protein per hectare, and is the most efficient way,from the point of view of animal nutrition,to use Lucerne,as
well as involving the Least wastage. Lucerne is a crop of particular interest to the producer agronomically, since it improves the quality of the
soil, thus benefitting the crops which follow it; and the dried fodder
industry absorbs

the produce of approximately 170 000 ha of Lucerne and

grass annually. Furthermore, dried, fodder represents an

ideal form of ani-

mal feed.
If support were withdrawn or reduced, Land currently devoted to Lucerne
for dried fodder would be switched to other crops, and mainly to barley,
which would create other problems.
(1) OJ No L 142, 30.5.1978, p. 1

•
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It should also be mentioned in this context that the cost of support for
t~is

product is relatively low : at its highest point since the inception

of the system in 1978, the variable aid for dried fodder just exceeded
30.6 ECU per tonne; during the 1979/80 marketing year it has fallen from
13.111 ECU/tonne in April 1979 to the Level

•

of Less than 4 ECU/tonne in

January 1980. Therefore even at its highest Level, the cost per tonne of
support for dried fodder was reasonable; moreover, given the current situation on the world market, and its probable development, it seems unlikely
that such a Level will be reached again in the foreseeable future.

4. Moreover, economies in energy can be made in this sector, and many of the
operators involved are making great .efforts, and achieving considerable
progress, in this respect. It therefore appears appropriate to fix prices
for 1980/81 at the Level which will be adequate for the enterprises which
are efficient in terms of energy saving.
S. It is therefore proposed to increase the guide price by 4%, to 131.46
ECU/tonne. For the flat-rate aid, an increase of
appears appropriate.

3 %, to 6.32 ECU/tonne

6. The percentages mentioned in paragraph 2 above were fixed at their current
Levels in order to operate as a regulatory element : if prices on the world
market fell significantly, indicating excess supplies, the fact that only
a percentage of the difference between the guide price and the world market
price was paid'as aid would have deterred expansion.
Since that time, however,

suppl~s

on the world market have contracted,

whereas Community demand has increased. An expansion of production appears
to be excluded, and a decrease is threatened, due to the current difficulties. It therefore appears justified to increase the percentages involved.
Thus it is proposed to fix the percentages for 1980/81 at 80 % and 45 %
respectively.
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FIBRE FLAX AND HEMP

1.. FIBRE FLAX
1.. Article 4 of Regulation (EEC) No 1308/70( 1 )provides that every year a
flat-rate aid for fibre flax shall be so fixed as to ensure an even
balance between the volume of production required and the quantity that
can be sold .. For the 1979/80 marketing year the amount of the aid was
fixed at 248 .. 55 ECU/ha .. It is proposed to increase it to 256.00 ECU/ha
for 1980/81

(+

3

%) ..

2 .. Taking into account the relatively satisfactory development in the income
of fibre flax producers during the 1978/79 and 1979/80 marketing years
on the one hand, and on the other hend, the increa5e proposed for the
guide price for

Linse~rl

(+ 3.5 %), the Commission considers that the in-

crease in the aid which is proposed should be sufficient to maintain the
interest which the producers currently show in this production.
3~

The Commission would take this opporturity to recall the declaration set
out in the Minutes Of the 586th session of the Agricultural Council of
18-22 June 1979, in which the Council "noted the intention of the Commission to prepare an information programme from the 1980/81 marketing year,
in order to increase the demand for fibre flax in the Community" ..
The main problem in this sector Lies in the potantial imbalance in the
market, and the unfavourable repercussions which would result for the
producers'

*

income, due to insufficient demand ..

(1) OJ No L 146 of 4 .. 7 .. 1970, p .. 1
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• HEMP
1. Article 4 of Regulation (EEC) NQ 1308j70 Likewise provides

th~t

every

year a flat-rate aid per hectare for hemp shall be so fixed as to ensure
an even balance between the volume of production required and the quantity that can be sold. For the 1979/80 marketing year, the amount of the
aid was fixed at 225.74 ECU/ha. For 1980/81 it is proposed to increase it
to 234.77 ECU/ha (+ 4 %).
2. Having expanded regularly up to 1979, the area devoted to hemp dropped
significantly (- 22 %) that year, due to inadequate profitability. Profitability was negatively affected by,the fact that users of hemp, faced
with certain short-term difficulties, did not increase the producers'
contract price in spite of the fact that the Latter suffered an increase
in production costs and difficulties regarding the sale of their seed.
In order to encourage producers to provide the required volume of output,
the u&ers increased the contract price for 1980/81. The Commission considers that the objective

p~rsued

may be attained by supplementing the

price by an equivalent increase in the aid.

sal~

,
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WINE

1. Under Article 2 (1) of Council Regulation (EEC) N° 337/79 of 5 February
1979 on the common organization of the market in wine, a guide price is
fixed annually before 1 August for each type of table wine representative
of Community production.
Under Article 2 (2) of the above mentioned Regulation the guide price is
fixed on the basis of average prices recorded for the type of wine in
question during the two wine-growing years preceding the date of fixing
and on the basis of price trends during the current wine-grol·ring year.
Prices trends for Nine in the EEC (on the basis of communications from
Member States under Regulation (EEC) N° 337/79 are as follows :

RI
RII
RIII
AI
AII
Wine-grm·Jing
year
ECU/hl
ECU/% vot[ ECU/% vo~ ECU/%hyoJ/ ECU/%hyoJ/
1

1977/78
1978/79
1
1979/80
1

2.490
2.680
2.249

2.558
2.605
2.206

47.06
57.29
52.46

2.158
2.151
1.953

AIII
ECU/hl

38.34 46.36
47.11 58.88
49-55 73.20

from 4 September to 27 December 1979

2. For most types of wine the prices recorded during 1978/79 were up on
those of the previous wine-growing year : RI (+ 7.6 %), R II (+ 1.8 %),
A I (-0.3 %), R III (+ 21.7 %), A II (+ 22.9 %), A III (+ 27 %).
On the other hand, the trend for the first few months of the new winegrowing year is much less favourable. Except for types A II and A III

(+ 5.1 %and+ 24.3 %), quotations are well below those of 1978/79
RI (- 16.1

•

%),

R II (- 15.3 %), A I (- 9.2 %), R II (- 8.4 %) •
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Prices for the principal types of red 1-vine are thus belovl the 1976/77
level : RI (97.7
price is 102.3

3. These

lo~

%),

%of

R II (92.6

%).

For 1.,rhite wine of type A I, the

the 1976/77 price.

prices are the result of the large quantities available follo-

vling a bumper harvest (167 million hl), up by 29 million on the previous
year. Since direct human consumption is expected to increase only
slightly, the market in the principal types of table v.rine will probably
remain depressed 1for all or part of the marketing year, even after all
the intervention mechanisms have been brought into play.

4. The recent unfavourable price trend which is expected to continue over
the next fe1..r months has two principal causes : firstly, the existence
of a production potential slightly in excess of requirements and,
secondly and much more important, a volume of production which is well
above average following on three normal or poor harvests.
In the medium term, however, the implementation of the 1979-85 wine
action programme adopted by the Council should lead to a balance bett-;een
production and requirements and hence to more stable wine prices.
On the basis of Regulation (EEC) N° 331/19 and in the light of the
foregoing, it is proposed that the guide prices for table wines be
increased by 3

%for

1980/81.
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A. PRICES AND MARKETING PREMIUMS
1. Basic and buying-in prices
In accordance with

A~ticle

16 of Council Regulation (EEC) No 1035/72

of 18 May 1972 on the common organization of the market in fresh
fruit and vegetables, the Commission is required to propose each
year a basic price and a buying-in price for the products listed in
Annex II to that Regulation.
Having regard to the desired increase in the general level of common
agriculture prices, it is proposed for the 1980/81 marketing year
that the basic and buying-in prices be increased on a linea!" basis
so that resulting inte!rvention prices show by comparison with those
of 1979/80, an
year.

increase of 3.5% over the whole marketing

For apples, however, and with the aim of arriving at a.

uniform price for the months of January-May inclusive, it has not
been possible to respect this linear principle, the average increase
remaining however at 3.5%.
The buying-in price rests, compared with the basic price, within the
limits laid down in Article 16(3) of Regulation (EEC) No 1035/72.
The increase proposed, whilst avoiding a too heavy loss of income
for producers in a disturbed market situation, is not of such a
nature as to lead to the creation of structural surpluses with;ln the
Community, intervention prices being set at a level well below
normal

mar~et

prices.

2. Marketing Rremiums for oranges, mandarins, clementines and lemons
A~ticle

1 of Council Regulation (EEC) No 2511/69 of 9 December 1969,

laying down special measures for improving the production and
marketing of Community d t,..,us fruit requires that the amount of the
ma,..,keting premtum for oranges, mandarins and clementines, as well
as, up to the end of th«:l 1979/80 marketing year, lemons, be fixed
taking account of the

pl~eced

i.ng level of the amount itself and of

the trend :.n basic and buying-in prices for the product concerned.
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For the 1980/81 marketing year, it is proposed to increase the
amount of the market2.ng premi..um by 3.5% for oranges, mandarins and
clementines, and to continue the grant of a marketing premium for
lemons, increasing it, also, by 3.5% (see related measure below).
B. RELATED MEASURES
It is proposed to continue grant of a marketing premium for fresh
lemons in the 1980/81 marketing year.
This prem1um, since its introduction with effect from October 1975, has
clearly had a beneficial effect on Italian exports to other Member
States, particularly in respect of the proportion of Category I
products within the overall total exported by Italy, as the following
table shows:
Exports to the Community (in tonnes)

------------------------------------------------------Year
: Total quantity : Category I : Category II :
:---------:----------------:------------:-------------:
1973174
1974175
1975/76
1976/77
1977/78
1978/79

•

76.900
108.100
105.400
106.400
85.300

42.000
43.500
91.700
96.700
82.900

34.200
64.300
13.400
9.700
2.400

------------------------------------------------------Maintenance of this premium during the next marketing year should
permit the continuation of this favourable development.
It is however necessary, before fixing the amount of the premium, to
amnd Regulations (EEC) No 2511/69 and No 1035/72.

It should be noted that grant of the premium at the level proposed will
lead to the maintenance of the reference prices at their present level.

- 65 -

TOBACCO
1. Article 2 of the basic Regulation (Requlation (EEC) No 727/70)
on the common organisation of the market in raw
tobacco provides that prices for leaf tobacco must be fixed by
1 August of every year for each of the varieties of Community
production.
As it has done in recent years, the Commission also forwards to the
Council its proposals for the fixing of premiums and derived intervention prices for the 1980 crop.
2. The trend of world production and consumption appears to have been
more or less in equilibrium since 1977, with the exception of the
oriental tobaccos sectors (structural imbalance between supply and
demand aggravated by the existence of very large stocks in the major
producer countries) and of brown tobaccos (stagnation of consumption).
Prices broadly reffect this situation and one finds :
- in the case of oriental tobaccos, a drop in prices on account of
the benefits granted for the purpose of disposing of stocks;
- in the case of brown tobaccos, prjces moreor less stable,except
those of Kentucky fire cured which are showing a sharp drop.
3. At Community level, where production covers only 25% of requirements,
the market situation is broadly satisfactory in marketing terms,
since offers to intervention for the 1978 crop amount provisionally
to approximately 8,000 tonnes as against 9,400 tonnes for the 1977 crop
and 16,193 tonnes for the 1976 crop.
The following should also be noted :
- in the case of oriental tobaccos, the

Co~ncil

has adopted under

Article 13 the 10% reduction in the intervention price for the
1979 and 1980 crops of two varieties (Perustitza and Erzegovina)
and the Commission has drawn up and funded, as of 1979, an
agricultural research programme to improve the quality of production;
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sinee these two measures have not yet had time to produce their
full effect, the marketing of oriental tobaccos remains negatively
influenced by the policy of low prices practised by the major
producer/exporter countries, Turkey in particular;
- the three-year programme for the conversion of Beneventano ended
showing a positive balance : 1979 production is cut to_about
600 tonnes and intervention in respect of the 1978 crop

conc~ned

only 200 tonnes compared with 1,800 tonnes in 1977;
on account of the substantial fall in prices in Malawi, serious
disposal difficulties have appeared in the case of the Kentucky
variety, in spite of the stability of production. Hence, intervention
offers for the 1978 crop stand at around 2,000 tonnes as against
10 tonnes for the 1977 crop.
4. In spite of the deficit situation on the Community market and of the
low uptake rate on the part of European industry, the disposal of
Community production is also encountering certain difficulties on
account of the fall of the

u.s.

dollar in relation to European

currencies.
On an international market where prices are expressed in dollars,
the offer prices of third countries are becoming more and more
competitive in relation to Community prices.
Moreover, the tariff reductions granted by the Community under GATT
and the agreements in favour of developing countries (generalized
preferences and the

Lom~

Convention) will eventually aggravate the

situation •.

s.

In view of the foregoing, the proposal in respect of the 1980 crop
as regard prices and premiums is based on the following guidelines
bigger average increase in the premium (about 3.5.%) in rel~tion to
the increase in prices (about 2.5%) in order to cushion the
weakening of Community preference;
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s~reading

the increase in prices and premiums by variety depending

on the market situation and the price freeze in respect of the
varieties which are showing structural imbalances between supply
and demand.
Also, the Commission is proposing certain adaptations :
a) to the reference qualities, in order to take account in particular
of the trend of marketing conditions on the international market;
b) to the processing coefficients on the basis of data resulting
from experience gained at processing undertakings in the Community
as a factor in determining the derived intervention price.
6. The Commission is also submitting a proposal for an amendment to
Regulation 727/70 (Article 12a).
In the 1979•prices package the Council adopted a Commission proposal
relating to the fine-tuning of the mechanisms provided for in
Article 13 of Regulation 727/70 i.e. mechanisms which are intended to
remedy situations of structural imbalance on the market.
Furthermore, the Commission has made a thorough study of the
"United Kingdom Memorandum" (Council Doe. 5288/79

dated 6 March 1979)

on the problems which are occurring in the tobacco sector, in order
to bring about a better balance.
After also consulting trade circles within the Advisory Committee on
Raw Tobacco, the Commission, while sharing the goals of the "United
Kingdom Memorandum" has reached the conclusion - in agreement with
the Advisory Committee - that it should concentrate its efforts
first and foremost on adapting the intervention system.
The experience of recent years has revealed an anomaly in the behaviour
of certain first processing undertakings which have had recourse
systematically to intervention in respect of a very high proportion
of their production- even in the absence, referred to above, of
structural disposal difficulties.
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These undertakings do not therefore react to market imperatives in
terms of quantity and quality, since they are eligible for an unlimited
intervention guarantee which was granted in order to provide
guarantees equivalent to those which were in force under national
systems.It should be noted, however, that such national guarantees
were accompanied by a check on the quantity of production
(cultivation monopoly).
Even if this situation does not necessarily entail the triggering of
Article 13, it is t~~ cause of substantial expenditure for the EAGGF,
in view, particularly, of the Long storage period and of Losses
recorded following the sale of these stocks by means of tendering
procedures on the world market.
7. it is therefore

ne~essary

to vary the guarantee of prices granted on

intervention for baled tobaccoi in such a way that Community rules
do not act as a brake en the necessary process of stimulating these
undertakings in commercial terms.

With this aim in mind, it is

-

proposed that the market control measures contained in Article 13
-which, moreover, intervene only after

the~ent

and affect all

producers - should be supplemented by preventive and selective
provisions applying by variety and by crop and involving the
following mechanism (Article 12a):
1) for each first processing and market preparation undertaking, a
10% cut in the derived intervention price fixed by the Council
which will

~pply

to quantities offered to intervention which

exceed 25% of the production of that undertaking; experience of
intervention gained over the Last few years has demonstrated that,
even in a situation of imbalance

bet~en

supply and demand,

vigorous, well-run undertakings do not offer to intervention
quantities greater than one quarter of their production.
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2) In order to prevent, however, this cut in the guaranteed price from
being triggered at the threshold stated in the case al~o 6f an
exceptional economic situation (for example, very high yields
due to weather condition; major drop in world prices), the Council,
acting on a proposal from the Commission, could - in respect of a
given crop - decide to raise this threshold by 25%, in respect of
either the entire crop

or of one or more varieties only.
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SEEDS
1. The market trend

i~

seeds on the eve of the next two marketing years

(80/81 and 81/82) is revealing certain supply difficulties, especially

in the case of two species, namely Phleum pratense L. and Trifolium
repens L. including the Giganteum variety. The current situation in
the case of these two varieties is showing
an

increa~e

in imports from third countries at prices markedly

Lower than those obtained for Community production, thereby
provoking a fall in these prices and in the income of Community
producers;
-a consequent reduction in areas sown and a drop in the selfsupply
rate in quality seeds of Community virgin.
2. In 1979 the Council fixed the amount of aid for the 1980/81 and
1981/82 marketing years (Regulation (EEC) No 1582/79).

However,

pursuant to the second subparagraph of Article 3 (1) of Regulation
(EEC) No. 2358/71 which provides for the possibility of altering
the amount of the aid for the second marketing year of the period
for which aid has been fixed, the Commission, after noting the
risk of a disturbance of the market, is proposing that the Council
should alter the amount of the aid applicable to the 1981/82
marketing year "in order to make possible timely action with
regard to production".
The Commission is therefore proposing that for the 1981/82 marketing
year the amount of aid for the two species concerned should be
increased by 3.2 ECU/ql for Trifolium repense L., including the
Giganteum variety, and by 3.7 ECU/ql for Phleum pratense L.
respectively.

- 71 -

MILK
At the end of November 1979 the Commission again drew to the Council's
attention in its document COM(79) 710 final the difficulties in the milk
sector and proposed the action which should be taken. The market situation
is characterized, in particular, by continuing increases in the volume of
milk delivered to dairies of the order of 2.4 % in 1979 compared with
1978 and a Likely further increase of approximately 2 % in 1980. In these
circumstances, while the Commission recognizes the increases in production
costs at farm and factory Level which have taken place over the Last year
within the industry, it insists on maintaining a rigorous price policy in
this sector in the knowledge that price is a central element in determining the Level of output and consumption. The Commission proposes that the
target price be increased by 1.S % and that threshold prices be adjusted
accordingly. This proposal is made on the assumption that the Council
will adopt measures on the Lines of those put forward by the Commission
in COM(79) 710 final.

In determining the associated increases in intervention prices, it should
be borne in mind that the present market situation is more difficult for
milk fat than for skimmed milk. Bearing in mind the budgetary consequences
of any price change, the Commission proposes that the intervention price
for butter should remain unchanged and that the target price increase
should be achieved only by a change in the skimmed milk powder intervention price. The ratio between fat and non fat in the price would thus be
adjusted to approximately 4S : SS. This proposal would not give rise to
any increase in the butter price for consumers. The action which has been
taken recently has reduced the stock of skimmed milk powder to working
Levels. The Commission has concluded that the change in the intervention
price for skimmed milk powder does not make necessary this year a change
in the fourchette governing the establishment of aid for use of skimmed
milk powder in calf feed; and that no increase in the current Level of
aid granted for this purpose should be proposed.
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In the present difficult circumstances the Commission is anxious that the'
terms of purchase by public intervention agencies should not be more
favourable than those normally practised on commercial transactions. It
will therefore propose to the Management Committee to establish uniform
minimum and maximum delays in payment for intervention products which
are consistent with normal commercial practice in the milk sector.
The circumstances relating to the exclusion of inward processing for
butter and skimmed milk powder (regulations (EEC) N° 3066/75 and 1961/75
as modified by regulation (EEC) N° 875/77) still remain unchanged and
the Commission proposes that this exclusion should continue for the
1980/81 marketing year.
The Commission has re-examined the need for butter subsidies for which
provision is made in regulation (EEC) N° 1269/79. It concludes from this
examination that the general butter subs~dy available to all member
states (formula A) should be maintained at its present Level. Both the
short-term actions (Formula B) and the subsidy applying in the United
Kingdom are substantially more expensive for the budget as a means of
disposing of additional butter than other m~thods, such as export refunds
or aided sales to the food-manufacturing industry.
In view of the budgetary situation the Commission makes no proposal now
for the continuation of these measures. On the short-term actions it
undertakes to review the situation (stocks, consumption etc.) in the
early autumn and to decide at that time, in consultation with member states, whether further measures are needed this year.
All measures in this document must be seen against the background of.the
earlier proposals in COM(79) 710 final. The discussions on those proposals have shown that progress is possible on the eo-responsibility and
supplementary levies. The Commission has, therefore, reviewed its position on some related questions which have been raised in the discussion
so far.
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The Commission has further examined the implementation of
marketing and

t~e

th~

milk non-

beef conversion schemes, and, in order to ensure that

the effect is concentrated in those areas where expansion of milk produc'

tion has been strongest, it

al~o

proposes that the schemes should be fa-

cultative for member states where milk production has already decreased
in 1979.
Secondly, the Commission emphasizes that the prime intention of the
supplementary eo-responsibility Levy is to ensure that in the present
critical circumstances the disposal cost of additional milk from 1980 is
borne not by the budget but by producers themselves. The disposal costs
have to oe calculated in the liyht of

th~

most recent circumstances

(including, if necessary, the effect of products exported without refunds
or costs to the budget).
The Commission has made clear that the proposal is.principally directed
not to the current situation but to the extra cost which is foreseen if
milk deliveries continue to rise. Its main effect therefore, is not on
producers' current revenues but only on their expectation of additional
rPvPnue in thP futtJrP.

The .Commission considers that the supplementary Levy, being directed towards tne profitability of future expansion, should apply without further
exemptions or exceptions. Nonetheless, the Commission has given further
study to the situation of small producers i,n difficult circumstances, in
the Light of the Council's decision Last year to increase the basic eoresponsibility Levy to 1 1/2 %. The Commission is prepared to propose
that, in respect of this basic Levy, a Levy-free franchise of 60,000 Litres a year should apply to the deliveries of producers in the Less-favoured areas, since the Community has recognized that in these areas there
are already special circumstances prevailing.
Thirdly, the Commission submits a text on the supplementary Levy which
replaces that in COM(79) 710

fina~

and clarifies its application to higher

milk deliveries in 1980 on the Lines intended.

!
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The Commission decided on its proposals in the dairy and the beef sectors after again examining all other available options.
It also .considers that a price decrease - which would have to be substantial if it were ·to be effective - is neither socially nor politically
acceptable. A Limitation of intervention possibilities would have the
same effects as a price decrease.

The idea of a premium for non production of milk would envolve serious
problems on cost and control.

Tl1e application of a single and a linear coresponsibility levy- in
replacement of the supplementary levy applied on additional quantities,
as now proposed by the Commission - would immediately encounter the problem of exemptions, and in order to be effective the Levy would need to
be at a very high rate.
The application of the supplementary Levy

at the level of the farm

rather than the dairy would be too difficult for the Community to
administer, too inflexible and would freeze structures at the farm Level.
It might be necessary to establish

~ertain

guidelines concerning the manner

in which the supplementary Levy is reflected in the milk price paid to
individual producers, taking into account, for example, the circumstances
of young farmers who are in the process of developing their dairy enterprise.

The Commission considers its proposal of a supplementary Levy to be the
only solution :
• it Leaves the choice of whether or not to produce additional quantities to the producers themselves;
• it applies to each dairy the rule that if there is no more milk 'than
in 1979 (minus 1 %), there is no supplementary Levy to pay in 1980;
• it ensures that, however much milk production increases, there should
be no need for supplementary funds for the milk sector.
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BEEF AND VEAL

t

In accordance with Article 3(3) of Regulation (EEC) No 805/68 in the
version proposed by the Commission in November.1979 in its Communication to
the Council on changes in the comm:>n agricultural policy (Doe. COM(79) 710
final), the Council has to fix a guide price for standard quality slaughtered adult bovine animals and define this standard quality.
The guide price for the 1979/80 mar-keting year was fixed at 154.580 ECU for
100 kg liveweight (1).
In putting forward its proposals for the 1980/81 marketing year, the
Commission has had the following two main objectives in view:
provide producers

firstly, to

specializing in quality beef with a fair income and,

secondly, to avoid an increase in the guide price which in the present
situation on the Community market could not be reflected in the level of
market prices.
The Commission considers

that, in view of the market situation, it would

not be desirable to propose an increase in the guide price greater than
1.5%. For this reason it proposes raising the guide price to 156.90
'·
ECU/100 kg liveweight. This amount will be converted into the guide price
for slaughtered adult bovine animals of the standard quality using the
flat-rate coefficients generally used in the beef sector, taking into
account the proposal for amending Regulation (EEC) No 805/68-referred to
above.

Nevertheless, in Line with its objective to improve the income of

, specialized beef producers and to improve the balance between milk
production and beef production, the Commission is making a new proposal to
benefit the beef and veal

~ector.

It proposes to grant a premium to

producers holding nurse cows.

(1) Regulation (EEC) No 1274/79 (OJ No L 161, 29.6.1979, p. 15)
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The amount of this premium, which will be restricted to the first 15 cows
in the herd, will be 60 ECU/cow.

As a necessary control measure, the

Commission considers it justified to restrict this premium to full-time
farmers who do not supply milk.
This proposal is put forward as one component of the set of measures needed
in the milk and beef sectors taken together.

- 77 PIGMEAT
Prices

1. Under Council Regulation (EEC) No 2759/75 (l), 'the Commission is
required to propose a basic price for pig carcases. The basic price
is fixed taking into account the sluice-gate price and the levy
applicable from 1 August each ;rear.
For the 1979/Bo marketing year the basic price was fixed at 1504.46
ECU/tonne
2.

and it was brought into force on 1 November 1979.

It is necessary to fix the basic price at a level at which it will
help to stabilize market prices and at the same time avoid causing
structural surpluses in the Comnunity.
The overall trend of the various cost factors entering into the
p~oduction

of pig carcases calls for an adjustment of the basic price

for this product by +

3.

3%

for th•3 forthcoming marketing.year.

Consequently, to enable the price system to contribute stability to

- the pigmeat market by mitigating the cyclical fluctuations in 'production and prices, in view of the desired increase in the general level
of common agricultural prices,

and

of

the

agri-

monetary measures, it is proposed that the basic price be fixed at
fo~ the

198o/81 marketing year. This price will
enter into force on 1 November 198o.

1549.59 ECU/tonne

(1)

Council Regulation (EEC) No 2759/75 of 29 October 1975 on the common
organisation of the market in pigmeat (OJ No L 282 of 1 November 1975).
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SILK WORMS

1 • Ar t i cl e 2 of Re gu l at i on ( EEC) No 8 45/7.2 ( 1) p r o v i des t hat an a i d s ha l l b e
fi~ed

each year per box of silkworms used in such a way as to help ensure

a fair income for silkworm rearers. For the 1979/1980

mar~ing

year the

amount of the aid was fixed at 67.50 ECU per box. For the 1980/1981 marketing year it is proposed to increase it to 69.19 ECU

(+

2.5 %).

2. It is hoped that this proposed aid, together with the price which the rearer
1

can expect to obtain in view of the current a 0 d foreseeable market situation,
will permit the objective pursued to be attained.

(1) OJ No L 100, 27.4.1972, p. 1
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C. FINANCIAL REPERCUSSIONS
1. The appropriations

for agricultural expenditure during

ear~rked

1980 under the EAGGF Guarantee Section and Chapter 100 in the Draft
Budget for 1980 adopted by the Council on 16.10.1979 totalled
11.192

MEUA~

of which 235.9 MEUA were entered in Chapter 100.

On the basis of constant prices and legislation, these appropriations represented an increase of 809 MEUA (about + 8 %) on the 1979
Budget (as amended by the Supplementary Budget).
2. In its efforts to curb agricultural expenditure the Commission has
proposed a number of measures mainly in the following sectors :
milk, sugar, beef and veal, rye, starch products_and processed
fruit and vegetables (COM(79) 710 final, 29.11.1979). Other decisions tending to reduce expenditure have been taken on aid and
refunds, to take account of

~arket

trends.

At constant common prices, t1ese measures- including the proposed
amendments- should achieve savings of the order of 1.025 MEUA on
the Draft Budget for 1980; of this amount, 516 MEUA result from
the proposals in document COr1(79) 710 final and 509 MEUA from other
measures already adopted by the Commission in the light of market
developments since September.
3. As a result of the new prices and related measures proposed by the
Commission and of the latest market developments there will be some
new items of expenditure in the 1980 Budget or a reduction in the
proceeds from the eo-responsibility levy. This additional expenditure may be estimated at 377 MEUA, broken down as f0llows
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- 77 MEUA for prices
210 MEUA for the beef premium (nurse cows)
- 25 MEUA for exemption from the eo-responsibility Levy for small-

scale milk producers
17 MEUA for sugar storage costs
- 48 MEUA as a result of market developme11ts
On the other hand, the changes proposed by the Commission in the
system of special aid for butter consumption will achieve budgetary
savings of the order of 155 MEUA, and the reduction in positive
MCAs will save about 20 MEUA.
The proposals in this document will involve additional net
expenditure of 202 MEUA.
4. The Commission estimates that the combined effect of the measures
proposed or adopted should be to Limit the EAGGF budget for 1980
to 10.370 MEUA, which is comparable to, indeed very slightly less
than the 1979 Budget (10.384 MEUA), and 823 MEUA less than the
total appropriation in the Draft Budget for 1980. Details of changes by capter are shown in the accompanying table.
The main reduction in expenditure should be supplied by the milk
sector.
Measures adopted or proposed should reduce expenditure in the
milk sector by 940 MEUA on the 1980 Draft Budget and by 690 MEUA
on the 1979 Budget.
The Budget cuts for 1980 should be achieved by the implementation
of the new measures proposed for the eo-responsibility levies and
the measures adopted or proposed on the disposal of milk products.
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5. Irrespective of the decisions that may be taken, these budget
proposals have obviously been drawn up on the basis of the
available data and the estimates feasible at the present stage,
i.e. with regard to volume of production and market trends in the
Community and the world.
~ny

change in these variables would obviously necessitate an

adjustment of the estimates.
6. Cuts in EAGGF Guarantee Section expenditure will have a considerable impact on the Community budget as a whole for 1980 and
future years.

Forecast expenditure for the 1980 budget exercise - EAGGF - Guarantee
in MEUA
Sectors
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