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A new element was added to the instruments of the Common Agricultural
Policy In March 1989 with the adoption by the Council! of the regulation
establishing a system of transitional aids to agricultural income(1). This

new element was a production-neutral aid, optional at the level of Member

States, to be granted only to those farmers with incomes below a certaln - -

celling. Such aid was conditional upon, and limited to, the extent that
farm incomes had been depressed due :to the (then) current reform of the

CAP.

The Council regulation introducing that- measure requires the Commission to
submit to the European Parliament and to . the .Council a report on- the
operation of the income aid system on-the basis of information - provided -by

the Member States. This report is made pursuant to that requirement.

(1) Regulation (EEC) N° 768/89 of 21.3.1989, 0.J. L 84/8 of 29.3.1989



A. Background

The determination of the detailed rules to apply the Agricultural income
Aid policy introduced by the Council regulation proved to be a complex
task. Consequently the Commission implementing regulfation, successive
drafts of which were examined under the management committee procedure,

was not adopted until late in 1989(2),

It was only in May 1990 that the first draft Programme of Agricultural
Income Aid (PA1A) was notified for approval to the Commission, which was
granted in July of that year. In total 8 draft PAIA were received by the
time this report was drawn up (June 1992), from 6 Member States. 7 of
these draft programmes were approved by the Commission of which 6 were
impiemented. The two draft PAIA notified but not implemented were from
Germany, for Rheinland-Palatinate. One of these two draft programmes
had been approved by the Commission whereafter the authorities of that
Land decided not to implement either of the programmes. The main
features of the programmes approved by the Commission are given in

Annexes | and 2.

To help prepare the current report the Commission, early in 1992, wrote
to each of the five Member States which had by then obtained Commission
approval for Income Aid Programmes, nhamely Belgium, Germany, France,
Italy and the Netherlands. The substance of information forwarded by the
relevant authorities to the Commission is set out in Annex 3. At the
same time the Commission also wrote to ail other Member States none of
which had at that time submitted requests for Commission approval of
draft PAlIAs. The Commission invited them to submit comments which could
be pertinent to this report. Denmark, lreland, Luxembourg and the United

Kingdom each provided comments, as set out in Annex 4.

(2) Regulation (EEC) No 3813/89 of 19.12.1989 O0.J. L 371/17 of 20.12.1989



It should be noted that on 9 June 1992 the Commission approved a draft
PAIA for Spain (for the Basque region). Furthermore the Greek
authorities have indicated their intention to prepare a PAIA but at the

time of drafting this report it had not been notified to the Commission.

Operation of the Agricultural income Aid policy

Resumé of information from the Member States

As the approval of the first programme dates only from July 1990, the
information ‘forwarded to the Commission by the Member States having
applied the policy (see Annex 3). is inevitably based on relatively

limited experience.

No common thread is found running through this information. Although it
is of widely differing degrees of complexity, it does provide
commentaries and data from the authorities directly concerned with the

implementation of the various programmes.

With the exception of the programme for Italy, none of the PAlA concern
holdings located in objective 1 regions. This result contrasts with one
of the aims set by the Council in the basic regulation. Citing the
cohesion objective sought by the Single European Act, the Council agreed
a relatively high Community budget contribution towards income aid
" payments for holdings in objective 1 regions in recognition of the fact
that it is in these regions that the holdings in most need of support

were "relatively concentrated"”.

No information is available on any possible impact the programmes may
have had on production levels. No particular problems were reported
concerning controls although tittle information is available on this

aspect.



The four Member States which did not apply the scheme, but volunteered
information for this report, each gave broadly similar reasons for non
application, namely the inappropriateness of the instrument and/or
particular difficulties they would have faced in applying it (see

Annex 4).

Commission assessment of the Income aid policy

From a gliobal point of view, and despite the policy being applied only
by some Member States and often restricted to certain regions or to
certain categories of farmers, some 180 000 beneficiaries in total are
now expected to be aided over the next five years or so at a cumulative
cost (national financing plus Community contribution) of over 600 Mecu
(see Annex 1). At an average aid of around 3300 ecu per beneficiary over
the 4-5 years duration of each programme a significant contribution is
made to the income of each beneficiary, many of whom are from families
with incomes per annual work unit (from all sources) of Iless than
12.500 ecu per annum. From this angle the policy may be Jjudged as

positive.

The overall scale of the policy to date is modest in relation to that
envisaged by the European Councii in early 1988 when it decided - in
conjunction with its agreement for agricultural "stabilization measures"”
- to create a budget heading for the Community contribution to part-
finance it of, in practice, 300 Mecu a year by 1992 (at 1988 prices).
The cost to the Community budget over the entire pericd of application
of the policy is likely to be under 250 Mecu (see Annex 1) unless major

new PAIA are approved.

in the Commission’s view the degree of success of the policy, or its
validity for the future, cannot be judged in terms of the budget cost in

isolation or in relation to the outlook dating from 1988.



The Commission considers that this assessment, both as regards the past
as well as in terms of the future validity of the system, should be
based on

a. the nature of the income aid system and

b. the evolution of CAP reform.

As regards the nature of the income aid policy an important objective,

set out in the recitals to the Council regulation (of 1989), is to help-
farmers adjust to new circumstances due to the (then current) reform of
the Common Agricultural Policy. These recitals also require a link to
exist between the aid provided and the income loss due to CAP reform.
However with one exception(1) all Member States applying the policy
have chosen a flat rate rather than individual method of assessing
income loss due to CAP reform (Article 5 § 2 and 3 of regulation
768/89). The practical effect of this choice is to set an overall
envelope on the amount of aid which may be paid out under a given
programme without there being any direct relationship between the aid
granted to a beneficiary and the income loss experienced by the
individual beneficiary. Consequently it is possible for there to be
over—-compensation of some producers in relation to their individual CAP
reform induced losses even in programmes where the overall level of aid
which may be disbursed fails well short of the calculated total income
losses due to CAP reform. This over—compensation can arise whenever the
total level of aid which may be paid under each programme is a function
of the income losses due to CAP reform recorded not simply by the
holdings which subsequently receive aid but also holdings that are not
eligible, for example those where the income is above the eligibility

ceiling.

(1

The exception is the programme applied by the Netherlands where income
losses due to CAP reform were assessed on a per hectare basis and aid
granted to each beneficiary in relation to the area of eligible crops

they individually grew during an historic reference period.
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As a result the linkage sought by the Councii betwsen the income lossas
due to CAP reform and the income aid exists only at a global Ilavel.
Under flat rate programmes it is possible that some bensficiaries may
indeed receive aid simply because of low family incomes eaven if they

have experienced 1ittle or no income loss due to CAP reform.

This situation is not inconsistent with Community legislation for
Agricultural Income Aid as the |inkage sought by the Council did not
necessarlily have to be made at the level of the individual beneficiary.
However where |inkage at this individual level is weak or non existent
the policy reflects at least as much a social as an agricultural
measure. Caliculation of Ilosses due to CAP reform involves major
conceptual as well as practical difficulties(1). cConsequentiy were the
policy to be applied on the basis of determination of CAP reform losses
measured at the level of individual farmers it would substantially
increase the already burdensome administrative charge on the

implementing authorities.

From the social poilicy angle, in all instances where linkage is weak
between the CAP reform income losses of a beneficiary and the income aid
received there is a real risk of conflict with the aim of subsidiarity.
This is clearly the case in those parts of the Community where éxisting
nationai social security provisions set minimum revenue levels as a

right irrespective of the area of economic activity of the beneficiary.

(1)

For example, in an attempt to avoild aid being granted on the basis of
what could reasonably be considered as income losses not linked to CAP
reform, the implementing regulfation excluded losses determined on the
basis of reductions in producer prices which, in real terms, have
fallen at a rate no steeper than the trend prior to 1984. Even sma!l
differences in the duration of the period upon which the trend is based
can however give very different results with consequential implications

for the tota! amount of aid which may be granted.



- g -

Moreover, even in those Member States without such minimum revenue
provisions, a Community policy of granting supplementary revenues to
farmers is, whenever the scale of such payments is not closely related
to the individual's losses due to CAP reform, also open to criticism on
subsidiarity grounds. In such instances the justification to grant aid

to these farmers cannot be the impact of CAP reform on their holdings.

As regards the evolution of CAP reform, the Agricultural Income Aid

policy was introduced in paraliel with the general reforms of 1988 (the
"stabilizers"), in the wake of the various reforms of the early and mid
1980s (especially the milk quotas of 1984, and those affecting
especially cereals, beef and milk in 1986 and 1987), plus‘the reforms
aimed at securing a generally more restrictive prices policy. in 1988 it
was expected that, once the reforms had achieved the stated objective
of restoring market balance through the apptication of "stabilizer"
provisions, producers would be able to secure equitable returns, and
incomes, from the market. Indeed the European Council conclusions of
February 1988 included a number of inter-related provisions for the
agricultural sector including "stabilization measures” and political
endorsement for aids to incomes adumbrated by this Council in June 1987.
The effectiveness of some of the "stabilizers" especially in the cereals
sector has been found wanting. To the extent that income aid was in the
mind of the Council warranted due to the introduction of "stabilizers",
the shortcomings of the latter cast doubt on the political Justification
of the former. In any event in no respect could those reforms be said

to have foreshadowed the reforms agreed by the Council in May 1992.

The reforms agreed in May 1992, a central feature of which is the
signhificant price reductions coupied with compensatory payments,
constitute changes forming a coherent whole which are not readily
comparable to the earlier reforms. Income losses attributable to the May
1992 reforms which may be experienced by one or other category of

producer are to be the subject of pre-set compensatory payments.
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These compensatory payments, unlike those under the Income Aid Policy
introduced in 1989, are neither restricted to producers with incomes
below given ceilings, nor optional at the level of Member States. These
reforms also inciude a range of supplementary provisions to widen the

options open to farmers, including a new sarly retirement scheme.

Were the period of vatidity af the existing Income Aid scheme to be
extended beyond the current expiry date of 31 March 1993, this would
mean that producers who suffered income losses due to CAP reform in the
mid or late 1980s could begin to receive aid as late as the mid 1990s.
in this case the need for timeliness in the grant of the aid implicit in
the Council regulation would be severely eroded. Moreover an extension
of the expiry date could mean that losses related to the 1992 reforms,
already the subject of compensation irrespective of the beneficiaries
income, in the case of some producers might be taken into account to
determine supplementary income related aid. Consequently the Commission

sees no logic in extending the period of validity of the scheme.

Conclusion

The Commission is of the view that the system of Agricultural !ncome Aid
introduced by Regulation 768/89 should, as provided for in its Article

13, apply only until 31 March 1993.

One incidental effect of maintaining the limited peried of application
of regulation 768/89 will be that the restriction imposed on the
Commission by its Article 11 - that no income aid be authorized through
the state aid provisions of the Treaty (Articles 92/93) - would be
removed. Removal of this restriction wouid be of Ilimited practical
impact as the Commission intends, as was the case prior to 1989, to

apply a restrictive policy in this area.
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ANNEX |

TABULAR PRESENTATION OF THE PROGRAMMES APPROVED BY THE COMMISSION
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AGRICULTURAL INOOME AID : PROGRAMMES APPROVED BY THE COMMISSION

12500 ecu perWU
ifor 1st year
ialso capit’zed

2250 holdings
+/-3175 benf.

: DATE : H i First year : i TOTAL. EXPENDITURE
' ‘ i Sectors ‘ i Max aid per i Estimated :
COUNTRY | Notified | Camission i concerned/: Period of | beneficiary | No. of i National+EC | EC budget
: i decision i Region rapplication: per work unit ibeneficiaries | :
Nether- 1 4. 5.19900 2. 7.1990 : Arable i 5 years i 2 500 ecu 3 200 + 75 M HFL :
lands | 1(0.J. L 174 | National | fram late : H 1=28.6 Mecu | 3.9 Mecu
g i 7.7.90) ] 1 1990 d ' i H
France 112. 6.1990i 31. 7.1990 iAll sectors: 5 years | normal ' i 2 623 MFF(1)! 91.7 Mecu
: 1(0.7. L 320 iNational i fram late 1+ 1 000 ecu : 55 000 1=334 Mecu P (1)
: 120.11.90(1) | i 1990 i exceptional | : :
i i ' i i 2 500 ecu i i 1
Italy 1 18.7.1990: 22. 1.1991 | Olive oil 1 4 years i 1 248 ecu : 80 500 1 205 600 M Li:
: 1(0.J. L 26 ! in South | from 1991 | ; =116 Mecu 1 91.6 Mecu
: 131.1.91)(2) | of Italy | ; ; : :
Germany  18.9.1990: 15. 2.1991 1All sectorsi 5 years i\ nomal ' 30 000 1 245 MM ]
' 1(0.J. L 52 iBaden i from 1991 I 1 000 ecu ' 1=104 Mecu ! 26.1 Mecu
' 127.2.91)(3) Wirttemberg: | exceptional ! ' '
i b : H v 2 100 ecu ' i ]
Belgium 113.12.1990: 30. 4.1991 1All sectors: 5 years inormal capit- | normmal regime. :
‘ 1(0.J. L 126 :iNational i from 1991 jalized with i 6000 holdings.
: 122.5.91) ' : inet present vali +/-8500 benf.! '
: : ' ‘ 12471 ecu/ farm . i 1053 MBF :
: ' ' : iexceptional i exceptional 1=21.6 Mecu i 6.2 Mecu
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Gemany :27.11.1990: 30. 4.1991 Famms with
1(0.J. L 126 iarable
122.5.91)(4) ‘crops in
ithe non
iless favou-
ired areas

: 2486 ecu
10f Rhein- |

S years
from 1991

4000 to

6000 5.1 Mecu

iland Pala-
itinate

.6.1992  Farms with
J. ... icerals,

isugar beet,.
1beef and/ori
milk in the:
1Basque
iTegion

Spain 12.2.1992 5 years 2500 ecu

fram 1992

3800 3523 Mpts(5)

= 23.3 Mecu

5.07 Mecu

iTotal(ex-
icluding
iRheinland
1Palati-
inate)(4)

+ 185 000 653.2 Mecu 230 Mecu

(1) Following notification of a modification of the French Progranme the estimated total expenditure increased
from 1901 MFF to 2633 MFF, and the total EC budget contribution increased fom 66.5 MECU to 91.7 MECU. The
decision concerning the modified programme was taken on 4 October 1991 (O.J. L 298 of 29/10/91).

(2) Subsequently modified by decision of 5/2/92 (0.J. L 44 of 20/2/92) to take account of delay in payments in
relation to those anticipated previously.

(3) Subsequently modified by decision of 22/7/91 (O.J. L 228 of 17/8/91) to take account of delay in payments in
relation to those anticipated previously.

(4) By letter of 13/6/91 the Rheinland Palatinate authorities informed the Commission that they would not be
implementing this programme, or another one notified, but at that time still under examination by the
Commission services for the less favoured areas of the Land.

(5) At 1992 values. This programme alone involves recourse to the provisions of Article 6 (second sentence) of
regulation 3813/89.
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ANNEX 2

BRIEF DESCRIPTION CF EACH OF THE PROGRAMMES AT THE TIME OF THEIR APPROVAL
BY THE COMMISSION
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NETHERLANDS

The objective is to attenuate negative income effects which arise from

adjustments of the markets in the context of the reform of the Common
Agricultural Policy (CAP).

The lower prices of products subject to a common organization of the market
In the arable farming sector and the concomitant iower incomes wiil have the
result that a restructuring of the arable farming sector is Inevitable. This
restructuring process willl take some time. Income alds will help

agricultural holdings by glving them more time to complete the restructuring

process.

Eligible for income aid are heads of agricultural holdings and nmembers of
their familles working on the hoiding
a) who work for at least 25 % of an annual work unit at an agricultural
holding in which
- the head of the farm has his/her main occupation;
- the majority of the produce is derived from arable farming;
- a minimum of 30 ¥ of the surface area is utilized for growing arable

farming products to which the stabilization mechanism is applicable.

34.000 Dutch gullders;

¢) where such persons are younger than 65 years of age.

In determining the level of income aid, account /s taken of the Income Joss
arising from the adjustment of the markets in the context of the reform of
the CAP. In the determination of the income /oss therefore, consideration
shall only be given to those crops to which the stabilization mechanism Is
applicable. The loss of income is determined on a flat-rate basls per
hectare. The income aid per hectare cultivated with the products referred to
s equal to 350 guilders in the first year. In the second and subsequent
years this income aid s equal to 250, 210, 140 and 70 gullders
respectively.

The level of aid per annual work unit amounts to a maximunm of 2.500 ECU. The
number of work units of family work eligible for income aid amounts to a

maximum of 2 per agricultural holding.

T~ where the total family income for each annuel work unit is lower than

- 14 -
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FRANCE

A horizontal programme relating to all production sectors is to be applied.

The potential recipients will only be able to qualify for income ald where
the total family income does not amount per work unit to over 70% of the
national gross domestic product per member of the working population. in
addition, in view of the natijonal provisions In force for a sim/lar measure
such as that relating to material improvement plans, the agricultural Jinconme
per work unit must not be higher than the reference income. Furthernmore,
the farmer must practise farming as his main occupation, be over 21 years
old, not a pensioner and nmust meet  minimum professional capaclty

requirements.

The iIncome aid may be granted to a family agricultural holding run by an

individualt or a partnership.

Depending on the differences in situation and the requirements of potential
reciplents, the measures subsidized by the income aid may be grouped under

three categories:

- support for the adaptation of the hofding relates to holders whose
situatlon has been recognized as fragile and who propose a process of
adaptation (diversification of farming, better management, tralning,

etc.). The measure then involves an adaptation plan.

- Improving the situation of holdings in financial difficulty, but whose
long-term viabitity s ensured. In this case the measure Ilnvolves an
improvement plan (to alleviate financial burdens and stagger payment of

social welfare contributions in arrears) with capitalization of the aid.

Where the situation of the holding cannot be improved, occupational
conversion will be proposed with a view to the cessation of farming.
- Holders over 55 years of age may draw up a plan with a view to the

transfer outside the famlly of their holding.
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The aid is normally expected to be paid over five years and is degressive
according to the Community Regulation. |Its amount corresponds to the
eligibllity Jlaid down (ECU T 000 per work wunlt). |In order to remedy
situations of particularly serious overindebtedness, the ald may be
increased, under an Improvement plan, to the . .Community maximum (ECU 2 500

per work unit).

The aid may be capltalized In the case of Improvement plans and where the

process of adaptation of the holding Invoilves Investaments.
Annual reports on the development of the holding or the situation of the
recipient are required for the payment of the various instalments of the

aid.

The estimated number of beneficiaries is 55 000



- 17 -

ITALY

The objective of the system of Iincome aid is to compensate for economic
losses caused by the development of Community policy by enabling farmers to

make economlc cholces more easily.

Choices were made at sectoral and territorial ftevel following two nmain
guidelines:

- selection of the most disadvantaged geographical areas;

- selection of a sector from those which are most urgentily in need of

restructuring and are most severely affected by CAP reforn.

The area covered by the PAIA in question, for the olive-growing sector,
consists of the following regions of southern ltaly: Campania, Basilicata,

Apulta, Calabria, Sicily and Sardinia.

Hotdings under family management which meet the following condi/tions are
eligible for the aid:
- run by an owner-occupier practising farming as his main occupation and
with proven occupational skill and competence;
- income from olive-growing accounting for at least 20% of the

agricultural income.

Income attributable to the olive-growing sector is calculated on the basis
of areas declfared by the beneficiary himself.
The aid will be granted in proportion to the percentage of inconme

attributable to olive-growing related to the total agricuitural Income.

The family agricultural income must be at least 10% of the overall family
Inconme.

The maximum amount of aid which can be granted under this PAIA refers to a
work unit of at Jeast 1 800 hours per year worked in the agricultural

sector.
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There is a ceiling of LIT 1 926 100 per beneficlary for the first year.

Ald Is granted for four years decreasing by 15% of the inltial amount each
year.

Only one beneficiary per holding is eligible.

The maximum overalil expenditure planned for this PAIA Is LIT 2055678 miilion
at 1989 prices.

Since the objective referred to In Article 1 of Regulation (EEC) No 2050/88
appllies In the geographical area covered by the PAIA, the Conmnmunity
contribution provided for corresponds to 70% on ECU 1 000 of the annual
permissible amount and taking Into account the degressivity of 15% per -year
during later years, the overall Community flnanclal contribution is
LIT 138 602 million.

It is estimated that there will be 80 500 beneficiaries.
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GERMARY (Baden-Wirttemberg)

The Land of Baden-Wuerttemberg intends to facilitate for the operators of
agricultural holdings the adaptation to the changed framework provisions, to
improve the possibilities of diversifying thelr activity and to provide
additional liquid funds for the support of their families. The agricultural
income ald programme Is linked to the /iving support programme, which has
been implemented in the Land since 1987. It covers the area of the Land of
Baden-HUirttemberg and is available to all eligible agricultural holdlings
irrespective of their production patterns. Full as well as part tinme

holdings are eligible.

A 40 000 OHM income threshold for eligibility has been set. This is less than
90 ¥ of the regional! gross domestic product per member of the working
population (which was DM 67 892 in 1987). The relevant income is assessed on
the basis of records which are also used for taxation.

At Jeast 20% of the househol/d income nmust bde derived from the holding. The
operators of agrijcultural holdings, their spouses and the nmembers of the
family working on the holding for at least 450 working hours are to be
incltuded in the agricultural income aid programnme.

The framework for the overall aid takes account of tosses induced by the
reform of the common agricultural policy and the overall losses. Due to the
inciusion of the total agricuftural! production in the aid scheme, the
overall losses are estabiished by the statistical data of "gross value added
at factor cost”. The losses due to the reform of the common agricuftural
policy have been determined on the basis of the change in producer price, or
where the change is smaller, in the instutional price. The impact of the VAT
based aid to compensate for green rate changes has been taken into account
by using gross prices. For 1989 a VAT rate of 13% is assumed, rather than
the actual rate of 11% in order to take account of the per hectare aid,
equivalent to 2% points of VAT. In the case of milk account has also been
taken of the impact of quotas (reduction in gross output /ess the associated
estimated cost savings). The total fevel aid envisaged is DM 245 miilion.

The estimated number of beneficiaries is 30 000.
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Dependent on their organization and the volume of production (e.g. holdings
with cereal cultivation, for fattening bulls, dairy cattle), the holdings
are affected by the reform of the common agricultural policy to a different
degree.

The aid to the recipients will vreflect the overall Ioss suffered on
individual holdings. In cases where records of individual holdings are not
available, the individual overall loss will be determined on the basis of
standard values for the reference period and the most recent year avallable.
The aid wiil be limited to no more than DM 4 900 (about ECU 2 100) per
annual work unit In the first year of payment and for no more than two
annual work unjits per holding with a degressivity of 15 per cent per year of
the initlal aid for the duration of a maximum of five years. However in most
cases the ald will be [limited to DM 2 340 per annual work unit. In
Instances where the estimated losses on individual holdings are
exceptionally high this limit is 4900 DH.
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BELG UM

The objective of the programme of agricultural income aid !s to promote the
process of adapting family farms to the new conditions resuiting from a more
restrictive price and market policy. Studies carried out In Belgium have
shown that about 50 % of the difference In income between farms In the same
situation may be explained by the farm management factor. |In addition,
certain categories of farmer (young farmers, producers with heavy financilal
burdens) have been particularly affected by the reform of the common
agricultural policy. Therefore the income aids should support the /Income of
farmers wusing intensive management wmethods or faced with very heavy

financial burdens.

Farmers and members of their family working on the farm for at least 25 % of

an annual work unit will qualify for income aid.

The farmer must be a natural person whose full-time occupaton [Is farming.

The income aid programme Is intended for all farmers in Belgiunm.

Tax information w/l! be used to determine the teve! of agricultural and non-
agricultural Incomes, and the income of the farmer’s spouse will be taken
into account in each case. The exclusion treshold for the level of overall
family Income per work unit s fixed at 90 % of the reglonal GDP, I.¢.
8FR 1 011 100 to BFR 1 246 200, depending on the administrative region.
Furthermore, applicants’' farms must be classifiable as farms in difficulty,
i.e. be insufficiently profitable as a result of internal structura!

difflculties and/or excessive financial burdens.

The toss of income resulting from the adjustment of markets as part of the
reform of the CAP will be taken into account In determining the global level

of income ald.

Ald will be granted on the basis of applications submitted by farmers and

witi be of two types

(a) ald for intensive farm management assistance to cover the costs relating
to the introduction of jintensive management assistance systems on
agricultural holtdings. This assistance may be glven only Dby

organizations approved for this purpose beforehand.
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A lump sum of BFR 120 000 per farm will be granted for a period of five
years and paid in five tranches of BFR 60 000,. BFR 30 000, BFR 15 000,
BFR 10 000 and BFR 5 000 respectively.

supplementary ald for relieving the financlal burden on farms faclng
financial difficulties, In the form of additional |Interest-rate
subsidies and/or gurantees for certaln credits for which an extension of
the due date has been granted by the credit institutions. It may be

possible for these credits to be consolidated.

In this case, the amount of ald to be granted in capitallzed form (one
single payment) will have to be calculated for each holding, on the
basis of the outstanding balance of ellgible credits and subject to the

followlng restrictions

- an absolute celling equal to the capitalized value of ECU 8 750 per
work unit (corresponding to the sum granted over five years, starting
with ECU 2 500/WU in the first year, reduced by 15 % each successive

year);

- the capitallzed value of the management assistance must be deducted
from this amount and, where appropriate, Regulation (EEC) No 104/90
will apply;

- a maximum of two work units per farnm.

The number of farms qualifying for management assistance I|s estimated at
6 000 (1 200 farms qualifying for the scheme each year over five years).
Financial facilities could be granted to an estimated total of 2 250

farms (450 per years over five years).
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SPAIN (Basque region)

Through the Income support programme the authorities of the Basque country
wish to assist family holdings to adapt to the reform of the CAP. The
programme covers producers of cereals, sugar beet, beef/veal and mllk. The

plan comprises two options:

- Plan A: Farmers nust have implemented a pian for [Improving the
holding since 1983 or glve an undertaking to iImplement such a pian

within two years.

- Plan 8: 0Id farmers who hand over the agricultural area of the
hofding to a young farmer under the regional ald scheme for the

cessation of agricultural activity.

The general conditions faid down by the Community will apply and the ceillng
for total family income per work unit has been fixed at 90% of reglonal GDP
per nmember of the working population. Plan A also requires particular
dedication to agriculture since the farmer must carry out at Jeast 0.75 AKU
on the holding, obtain at Jeast 70% of his income from the holdlng and
undertake to continue agricultural activity for at feast 10 years (except in

case of retirement).

The aid provided for will continue for five years, falling by 15% In real

terms each year. The maximum Initial amounts will be:
- Plan A: PTA 190 000 per AWU (depending on the actual!/ size of the
hoilding, -the degree of dedication to agriculture and sensitivity to

the reform of the CAP;

- Plfan B: PTA 125 000 per person (depending on the area handed over to

the young farmer).

it Ls estimated that some 3 800 beneficiaries will be invoilved.. .



— Ay~

ANNEX 3

INFORMATION RECEIVED FROM THE MEMBER STATES ON
THE PROGRAMMES THEY APPLY
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BELGIUM

1. Aid granted

The PAIA submitted by the Belgian authorities consists of two

sections:

(a) aid for intensive assistance for the management of holdings;

(b) the grant of financial facilities to holdings in difficulties.

The absence of a budget for 1992 owing to the political crisis and the fall
of the Government in the end made it impossible to implement the second
section, even though there was agreement in principle at government level.
For this reason, the Belgian PAIA is at the moment temporaritly limited to
the first section providing assistance for the management of holdings.
This was given effect through the Ministeriat Decree of 5 December 1991
establishing a system of transitionai aids to agricultural income,

published in the Moniteur belge on 22 January 1992.

The system of transitional aids to agricultural income will be supplemented
by measures on financial facilities, to be defrayed by the agricultural

investment fund, once the budget resources become available.
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GERMANY — Baden-Wirttemberg

1. Take-up of aid

The statistical data on the implementation of the programme are shown in

point 6.

In 1991 payments were made for an amount of DM 49 900 138 and in 1992 for an
amount of DM 13 182 884.

2. Problems

During implementation unexpected problems arose in particular with regard to
determining the proportion of the total household income of- holdings

attributible to its agricultural activities.

There are some holdings which have to be classed as primary activity
holdings on the basis of their labour requirements and their equipment,
although as a result of their high financial burdens or their particular
circumstances they operate at a loss as regards their agricultural
activities. In such cases, combination of income produces a situation where
although there may be only small amounts of income coming from sources other
than agriculture, nevertheless the 20% proportion of income from
agricultural activities which would make the holding eligible for subsidy
under the Directive is not reached. In the Ministry's view, however, these
hold}ngs are a priority target group under the programme. Accordingly, they
were examined individually and, provided the work carried out called for the
employment of one working unit and provided the owner of the holding or a
family member worked on the holding as their main economic activity the

holding was included in the programme.

This approach is applied in respect of those holdings where the share of

income from agricultural activities |ies between 20% and 50%.
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The information provided by the applicants concerning time spent working on
the agricultural holding were checked using formuiae which make aillowance

for the requirements of different types of agricultural activity.

3. Financing

Financing and accordingly the take up of aid is provided for as follows in

retation to the planned amount of aid at the moment of approval of the

programme :
Payment of Aid
Currentliy Planned Planned at Deviation
the time of
approval
(DM Millions) (OM Millions) (DM Millions)
1991 50.000 50.000 -
1992 50.000 62.500 -12.500
1993 50.000 52.000 - 2.000
1994 44.200 41.500 + 2.700
1995 26.300 31.000 - 4.700
1996 - 8.000 -_8.000
220.500 245.000 -24.500

Phased payments on a reducing basis applied in individual cases is not
affected; The take-up of aid in individual budget years silightly exceeds

the ctaims notified at the time of approval in the 1994 budget year only.

4. Controls

Once the measure has run for the first year the controls required under the
regutation will be carried out. The results will be notified as soon as

possible.

§5. Further information

Information relating to changes or planned changes in the agricultural
production of holdings whose owners receive agricultural income aids cannot
yet be provided after the first year of implementation.

6. Statistics
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Situation on 26 March 1992

Data on the Progranme of aids to agricultural income

Share of income coming from agriculture

Total Below 20% 20%- 50% 50%-75% Over 75%
Cases of Aid 19 505 340 2 118 2 793 14 254
Hectares UAA/Holding 28.54 34.71 22.76 28.05 29.35
Gross margin in the ,
reference period IM 62 678 65 525 45 674 61 288 65 410
Gross margin in the
period of application IM 54 513 56 492 39 599 53 328 56 914
Eligible work units 1.56 1.60 1.35 1.58 1.58
Total Household incame
IM/Holding 29 583 21 233 33 298 33 347 28 493
Income from agriculture
IM/Holding 24 169 1 426 11 767 21 462 27 084
Payments per group 63 083 022 1 170 311 5 744 463 9 091 80S 47 076 443
Refusals 3 311 1 451 307 233 1.370
Hectares UAA/Holding 23.13 15.48 20.68 26.07 31.20
Gross margin in the
reference period IM 53 327 27 701 40 254 63 783 82 691
Gross margin in the
period of application IM 46 901 23 632 34 875 56 377 73 605
Eligible work units 1.19 0.96 1.10 1.40 1.44
Total Household income
IM/Holding 48 968 39 953 56 851 60 689 54 975
Income from agriculture
IM/Holding 26 902 3 478 19 254 38 937 52 305
Total Applications 22 816 1 791 2 425 3 026 15

574
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FRANCE

1. Aid granted/statistical data

The statistical data supplied below are still provisional. At the end
of 1990, 14 343 applications for transitional aid had been submitted to
the French departments. Out of this number 11 200 were accepted, making
for a rejection rate of less than 25%. The reasons for rejection
subsequent to administrative inspection involved either the application
of the rules on pricority access to the scheme, or an overall income

higher than the norm.

On 20 January 1991, the final date for payment of the aids under the
1990 budget, 5 710 adjustment pltans had been paid on the basis of 8 487
man-work units, broken down between 4 185 annual plans and 1 525

capitalized plans.
The total cost of the pltans amounted to FF 102 631 764 for 1890.

The total number of plans which did not receive payment in 1990 and
which were defrayed in 1991 amounted to some 5 500, or 2 300 annual
plans and 3 200 capitalized plans. This expenditure was charged to

1991, along with the new plans to be allocated to that year.

2. Inspection of applications

in view of the annual payments effected in the last quarter of 1990 and
during the first few months of 1891, on-the-spot inspections began at

the end of that year.

The first reports received by the Commission did not indicate any
anomalies and no application inspected so far has resulted in

cancellation of the aid.
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Other points

Application of the Community system of transitional aids to agricultural
income at the start ran into some difficulties in France, in view of the

crisis in farming.

When the scheme began, its appearance took French producers by surprise,
many of whom found themselives in difficulties at the time.
Nevertheless, the producers eligible under the system have subsequently
reacted very positively.

The impact of the scheme in improving the income of farmers can only be .~

felt of course as the adjustment plans progress.
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NETHERLANDS

Participation rate estimated when the PAIA was approved

The number of farms likely to be eligible for an aid to agricultural
income was estimated at 3 200, representing a total area upon which
crops subject to a common organization of the market are grown of
between 70 000 and 80 000 ha, depending on the estimates. The total
cost of the PA1A was put at HFL 75 million.

Aid qranted/statistical data

Farmers wishing to avail themselves of the system of transitional aids
to agricultural income for arable crops could apply between 6 August
1990 and 16 January 1991. During this period, 2 709 applications were
submitted. 1 859 applications were approved, while B850 (31%) were
rejected.

In all, aimost HFL 32 million has been granted in aids to agricultural

income.
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Dutch provincCes:

Applications
submitted rejected approved Totai
(million HFL)
Groningen 718 196 522 10.7
Friesland 111 43 68 1.1
Drenthe 524 164 360 6.8
Overijssel 56 23 33 0.6
Flevoland 148 56 92 1.3
Gelder land 44 17 27 0.4
Utrecht 1 - 1 0.01
North Hol land 135 25 110 1.8
South Holland 196 61 135 2.3
Zeeland 495 143 352 4.8
North Brabant 149 57 92 1.4
L imburg 132 65 67 0.8
Total 2 709 850 1 859 32.0

The 1 859 applications covered a total of 87 000 ha of arable land (an
average of 47 ha per holding). The area under crops subject to a common

organization of the market amounted to almost 52 000 ha (an average of 28 ha

per holding).
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2.2 Rejections

The reasons for rejecting 850 applications were as follows:

257 rejections (30%): the family income was not less than HFL 34 000

251 rejections (30%): two-thirds of the production were not field crops

116 rejections (14%): less than 30% of production was subject to the

common organization of the market

92 rejections (11%): the income derived from farming did not amount to

10% or more of total household income.

134 rejections (15%): miscellaneous reasons

Changes in the level| of agricultural production

It is not yet known if, in comparison to other holdings, there have been
changes or planned changes in the level of total agricuitural production

on holdings farmed by those in receipt of aids to agricultural income.
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Annex 4

INFORMAT ION RECEIVED FROM MEMBER STATES WHICH HAVE NOT SUBMITTED DRAFT
PROGRAMMES OF AGRICULTURAL INCOME AID



Danmark

The Danish authorities consider that the Agricultura! Income Aid system was
not a suitabie instrument to solve the problems faced in some areas of the

agriculture industry.

Even though during the negotiations on the scheme and the associated
impiementing provisions the Danish negotiatiors set great store on achieving
the simplest possible structure from an administrative point of view, in
practice there were no special difficulties which prevented thse Danish

government from implementing the scheme.
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Iretand

There were many reasons why an income aid scheme was not implemented in
Ilreland. First of all due to the tight national budgetary situation it did
not prove possible to allocate State funds for such a scheme. However, and
in any event, the Irish authorities when they researched the possibility of

introducing the scheme identified a number of negative factors, viz

- the enormous complexity of the scheme for the amount of aid which could be
offered (and on a degressive basis);

- the short period (5§ years) involved;

- high potentia! administrative costs;

- the need to count all household income irrespective of whether each family
member was employed full time on the farm;

- the need to establish a firm link between aid paid and the injury caused
by CAP reform. Even when the overall injury is established, Member States
must break this down on a product by product basis;

- aid can be apportioned to any one sector but in a country as small as
Ireland and where mixed farming activities would be going on (e.g.
milk/beef), research proved that it would be difficult to come up with a
scheme which could be realistically granted to one sector only;

- lack of accurate, precise and current statistical information on the
likely qualifying farmers because of the complexities of the scheme

prevented Ireland establishing a meaningful basis on how it might proceed.
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LUXEMBOURG

Luxembourg has not as yet applied the system of transitional aids to
agricultural income established by Council Regulation (EEC) No 768/89,
even though the injury resulting from the adjustment of agricultural
markets in the context of the reform of the common agricultural policy

since the mid-eighties has been considerabie for the Luxembourg farmer.

The system of aid applies only to farmers and the members of their
families whose overall family income amounts, per work unit, to less
than a threshold determined on the basis of the gross domestic product
per member of the working population. Eligibility for aid is therefore
restricted to holdings with the weakest economic results whether because
of their inadequate structure or inappropriate management. However,
holdings which have made efforts toc modernize and to introduce
profitable production facilities are also adversely affected by the
reform of the common agricultural policy as much as the holdings
referred to above yet are nevertheless exciuded from the system of aid.
These farmers are likely to be discouraged in their efforts to modernize
and rationalize by a selective aid scheme which conflicts with the

criteria for economic assessment.

The concerns put forward by Luxembourg when the system of aid was being

drafted have been fully confirmed.

Despite the above comments, were Luxembourg to apply the aid system, it
wouild come up against serious political and psychological difficulties
in view of the fact +that the selection criteria imposed by the

Regutation would be only reluctantly accepted in practice.

Nevertheless, Luxembourg agrees with the main objectives of the
Community aid system and expresses concern that the income position of
many farmers remains critical and the problem of insufficient
agricultural income is tending to spread throughout ail the agricultura!

sector.



Britod Kingtom

The United Kingdom considers that the Community Agricultural Iincome Aid
Policy is primarily a social security measure and has not implemented it for
this reason. As there are adequate social security provisions for all
sectors of the population in the UK, to- implement this additional measure
would be unfair to those employed in sectors other than agriculture.
Furthermore, although income aid schemes are required to be production-
neutral, the United Kingdom authorities consider that they are not in the
long-term interest of farmers as they delay the necessary transition to a

more market-orientated approach to agriculture.

This view has been confirmed by consideration of the schemes which have been
implemented by other Member States. Regulation 768/89 is itself a curious
hybrid between an agricultural measure and a social security one, since the
total amount of money which can be spent on any scheme is limited by the
“injury" to incomes suffered as a result of reform of the Common
Agricultural Policy but individual farmers and their families may only
benefit if their incomes fall! below a certain threshold. As all the Member
States which have introduced schemes have opted to pay aid on a flat-rate
basis, as provided for in Article 5(2) of Regulation 768/89, payments to
individuals have been determined solely with reference to income levelis
rather than being limited to the injury suffered by the holding. This had
even led, where horizontal schemes have been introduced, to situations where
producers in sectors where there has been no reform have been eligible for

aid.

The calculation of the overall injury due to CAP reform for schemes where
aid is to be paid on a flat-rate basis has itself caused probiems. Several
methods have been used but they give very different results when applied to
the same data. It is clearly undesirable that the maximum that can be paid
out under a particular scheme should be determined with reference to a

concept which has proved so difficult to quantify.





