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Foreword

This is the 17th annual report on the agricultural situation in the Community and is
published in conjunction with the XXVth General Report on the Activities of the
European Communities. It was completed in December 1991.

As in previous years, the first part of this report on the situation and the development
of Community agriculture outlines the main events of the agricultural year: the
continuing implementation of the common agricultural policy, trends on the principal
internal and external markets and trade relations with non-member countries.

Major developments in two areas of particular significance for Community agriculture
had still to run their course when the report was completed. The first was the Uruguay
Round of multilateral trade negotiations and the second was the reform of the CAP.
Both of these subjects are treated in separate chapters.

The second part of the report provides the more important statistics. The statistical
annex gives, in a form that has now become standard, updates of the tables produced in
previous reports.

Unfortunately, it has not been possible this year to include full statistical data
concerning the former German Democratic Republic. However, production and con-
sumption forecasts have been drawn up covering the whole Community, i.e. including
the five new Ldnder.

The statistics are based mainly on data supplied by the Statistical Office of the
European Communities (Eurostat). The Directorate-General for Agriculture has
updated some of the figures and has also used this material as a basis for some
additional calculations. In certain cases it has only been possible to provide provisional
estimates because of the report’s publication date.

As in earlier years, certain subjects covered by the report have also been dealt with in
other Commission documents. The reader will thus find references in this report to
various publications available either from the Commission, from the Office for Official
Publications of the European Communities or from Eurostat.
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| — The agricultural year

1. The 1991 agricultural year may be considered as a return to normality as regards
weather conditions after two years characterized by extremely dry summers and mild
winters. The short but moist and cold winter had an important positive impact on
farming activities in the Community. Snowfall and rain which at times were quite heavy
during the winter were sometimes considerably above the levels recorded the previous
year, especially in the Mediterranean region. However, southern England and the
mid-west of France experienced lower than average levels (see Figures 1 and 2).

In “spring early growth was followed by a cold spell which produced freezing
temperatures in certains regions and had a damaging effect on orchards and vineyards.
Afterwards rainfall was fairly evenly spread apart from certain regions of the United
Kingdom, France, Germany and Spain which suffered from exceptionally dry spells at
the end of the summer, when only 40 to 60 % of the normal averages were reached.

2. The more favourable weather in 1991 resulted in improved productivity compared
to 1990 and even though the area under cultivation in the Community rose by only
1.5%, increased yields boosted the total output by an average of 6 % leading to the
maximum guaranteed quantities (MGQs) under the stabilizer system being exceeded
and penalties having to be imposed in the case of cereals and oilseeds. According to
estimates, the highest production increases will be for durum wheat and grain maize,
going up respectively by 32 % (2.4 million tonnes) and 17 % (3.8 million tonnes) from
1990 levels. Total wheat production was forecast to rise by 5% to 85 million tonnes.

In the case of crop products, in particular because of the spring frost, production of
wine and fruit alone experienced lower yields than in the previous year, in particular for
apples and plums.

Regarding animal products, meat production in the Community is still increasing and
thereby causing difficulties for the market, in particular in the case of beef. In the milk
sector a stabilization of production has been maintained by means of the quota system
but the difficulties involved in the disposal of surplus butter have made market
management difficult.

3. Taking into account improvements in output, 1991, while not exceptional, may be
counted among the good years for Community agriculture although the difficulties
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10 THE AGRICULTURAL YEAR

experienced on some markets have prevented the achievement of wholly satisfactory
results. In addition, because of the openness of Community agriculture to international
trends and its position on a world market which for the moment offers only limited
prospects for expansion, management of Community agriculture was difficult during the
year.

In contrast to the increase in cereal production in the EC there has been a fall in
production in the world’s main grain-producing countries. In the USA a 16 % drop of
all wheat plantings and considerable winterkill in the Pacific North-west resulted in a
decline of probably 25% for wheat and a diminished production of grain maize and
soya beans, while the USSR output of all grain dropped as much as 20% and
Australian wheat production fell by some 23 %.

Later chapters in this report dealing with the economic situation and with agricultural
markets and international influences give more detailed information as regards crops,
yields and developments on the major markets.



Il — The common agricultural policy in 1991

4. A rapid deterioration in the agricultural budgetary situation arising largely from a
sharp growth in unsold stocks of cereals, beef and dairy produce, the difficulties
encountered in keeping agricultural markets in balance and the problems faced in the
context of international trade and the GATT negotiations led the Community to pursue
in 1991 the restrictive policy being followed in recent years in the agricultural sector.

Strict management of the markets was maintained and it was possible for budgetary
discipline to be observed. At the same time, the Commission continued to deploy the
structural Funds to enable the Community’s agricultural sector to adapt to changing
circumstances and to promote rural development.

Proposals for CAP reform

5. 1In its communication of 1 February 1991 () on the development and future of the
common agricultural policy the Commission analysed the current state of the policy and
concluded that fundamental reform was essential. The present arrangements, through
the direct link between production and support, were seen as preserving a permanent
incentive to greater production and further intensification. This in turn leads to
difficulties for the stability of markets, for farm incomes, for the budget and for the
environment.

As a follow up to its Reflections Paper the Commission presented specific proposals (?)
covering, in the market sector, some 75 % of the Community’s agricultural output, and
complemented by three key accompanying measures (agri-environment, afforestation
and early retirement) which offer special opportunities for rural development. The legal
texts of the proposals were presented in October. (%)

6. The aims of the proposed reform are:

(i) to provide the Community’s farmers with a new and more stable framework within
which they can improve their competitiveness and their earnings;

(") COM(91) 100, ¢ Development and future of the CAP’.
(3 COM(91) 258, ‘ Development and future of the CAP’.
(3) COM(91) 379, COM(91) 409 and COM(91) 415.
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(i) to redirect support to farmers in a fairer way and in a way which will help control
production, stabilize markets and support incomes;

(iii) to provide increased support for encouragement of less-intensive production
techniques and better care of the environment.

7. The principal elements of the proposed reform, which will be phased in over a
transitional period of three years, are outlined as follows.

A key component of the reform is a reduction of approximately one-third in cereals
support prices, to bring them down to ECU 100 per tonne, i.e. the anticipated stabilized
world market price. The price cut is to be compensated by a payment per hectare based
on average past yields in the region concerned. This payment will go to all farmers,
whatever their size. All but the smallest farmers—that is, those with enough land to
produce, on average, less than 92 tonnes—will only get the income compensation if they
go into a set-aside scheme, which will initially apply to 15 % of the land normally sown
to cereals, proteins and oilseeds on each farm. On the first 7.5 hectares of set-aside land,
the same compensation payment will be paid as for the land under cereals.

8. This same system will apply to oilseeds and to protein crops (peas and beans) except
that oilseeds producers will be eligible for a higher rate of payment based on a price
relationship for oilseeds of 2.1 times the cereals price. Small producers, who are
exempted from the set-aside scheme, will normally get the same rate of aid irrespective
of the crop sown.

The existing stabilizer arrangements will be withdrawn once the new system comes fully
into effect and the basic co-responsibility levy is being phased out also.

9. There will be a consequent adjustment in the prices of livestock products, given the
impact of reduced cereals prices on the cost of animal feed. This will be done by cutting
the price of beef and milk products and introducing direct payments to compensate
producers who farm in an extensive way, since they will gain less than intensive
producers from the lower prices of concentrated animal feed.

10.  For milk, the price cut will be of 10 %, with a larger cut (due to disposal problems)
of 15 % for butter, and 5% for skimmed-milk powder. Compensation will be provided
by a premium for extensive producers which, by the end of transition, will reach
ECU 75 per cow, paid on the first 40 cows per herd. The existing milk co-responsibility
levy will be abolished.

11.  For beef, the price cut will be 15 %, reflecting both the fall in input costs and the
need to remain competitive with other meats whose prices will fall as cereal prices are
reduced. Compensation to extensive producers will be in the form of an increase in the
beef premium to ECU 180 per head, paid in three instalments over the lifetime of an
animal and limited to the first 90 head. There will also be an increase in the suckler cow
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premium for extensive producers to ECU 75 per head plus up to ECU 25 by way of
national supplement. The 90-head limit will apply to the suckler premium also.

To qualify as ‘extensive’, a producer will have to keep not more than two livestock
units per hectare of forage in the lowlands or 1.4 livestock units per hectare in the
less-favoured areas (LFAs).

As a supply control measure a special premium, to be fixed initially at ECU 100 per
head, will be introduced to facilitate early disposal of young male calves from dairy
herds. '

12. Together with these changes the Commission is proposing an extension of the
milk-quota system for a further eight years, coupled with a gradual reduction, spread
over three years, equivalent to a net 3 % in national quotas.

In the first year individual quotas will be cut by 2 %, with 1 % being redistributed to
priority cases, e.g. extensive producers in mountainous or less-favoured areas where
milk is especially important for the rural economy. Cuts in quota of 1% would apply in
each of the following two years. There will also be a voluntary buy-up scheme to enable
Member States to restore or reduce the quota cuts applied to producers with less than
200 000 kg a year.

All quota cuts will be compensated at a rate of ECU 5 per 100 kg for 10 years. This
would be paid in the form of a 10-year bond, so that farmers will have the choice
between an income supplement or a capital sum, if they chose to sell the bond on the
market.

13.  As for sheep the Commission is proposing that the number of ewes for which each
producer can claim the ewe premium be limited to eligible numbers in 1990.

It is also proposed to reduce the present maximum number of premiums per producer,
namely, 1 000 in the LFAs and 500 in the lowlands. The new limits to be introduced
over a three-year period to 750 in the LFAs and 350 in the lowlands.

14. The reforms in the tobacco sector involve the introduction of a quota system at an
overall level of 340 000 tonnes (current maximum guaranteed quantity 390 000 tonnes),
the grouping of 34 varieties into five groups with three extra varieties, a single premium
per group, discontinuing export refunds and intervention, encouraging producer groups,
and research programmes for less-toxic varieties.

15. The Commission’s CAP reform proposals for the market sectors are comp-
lemented by a package of accompanying measures in three broad categories :

(i) agri-environmental measures;
(ii) incentives for afforestation of agricultural land;
(iii) an improved scheme for early retirement of farmers.
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The aim of the proposed regulation on farming and the environment is to give explicit
recognition within the CAP to the dual role of farmers as producers and as stewards of
the natural environment and landscape of the countryside, as well as to encourage more
extensive farming practices. There will also be arrangements for long-term set-aside of
agricultural land, for forestry or for other approved environmental purposes.

The draft regulation on afforestation of agricultural land involves increased incentives
for planting and maintenance as well as compensation for lost agricultural income. It
offers an immediate and viable commercial alternative to agriculture in a sector where
there is likely to be sustained demand.

The proposed new early retirement scheme for farmers over 55 years of age is directed
towards restructuring. It will help farmers rationalize holdings in line with the new
conditions and ease the pressure of surplus output on present markets. At the same time
the land released will have to be used for non-agricultural and environmentally friendly
purposes.

It is planned that the accompanying measures will be implemented in the form of
multiannual programmes negotiated at national, and where appropriate, regional
level.

16. 1t is proposed also that the costs occasioned by these proposals be financed within
the framework of the EAGGF Guarantee Section, alongside the market regimes. The
Commission considers also that, in the context of the reform proposals and taking into
account German unification, an increase in the base of the agricultural guideline of
some ECU 1 500 million is warranted.

Agricultural price agreement 1991/92

17. On 24 May 1991 the Council of Ministers reached agreement on the 1991/92 price
package. The Commission’s proposals had been formulated with the twin objectives of
respecting the budgetary discipline rules in relation to the agricultural guideline, and
arresting the rapid deterioration in some of the main agricultural markets, e.g. cereals,
milk, beef and sheepmeat.

The final agreement followed broadly the lines of the Commission’s proposals.
Institutional prices (see table, p. 15) were frozen for most products and were reduced in
several cases, e.g. durum wheat by 3.5 % ; oilseeds, peas and beans, flax seed and hemp
by 1.5%, tobacco by 6% on average, and sheepmeat by 2%. The basic co-
responsibility levy was increased from 3 to 5% in the case of cereals. The aid for dried
fodder is being reduced by 20 %, the first step involving a 10 % reduction to apply in
1991/92.
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Price decisions for 1991/92

Amount %
Product Type of price or aid in change over
(ECU/t) () 1990/91
Cereals (including rice)
Common (breadmaking) wheat (2) Intervention 168.6 0.0
Common (feed) wheat, barley, Intervention 160.1 0.0
sorghum and rye (?)
Durum wheat Intervention 227.7 - 35
Production aid (ECU/ha) 181.9 + 6.3
Common maize Intervention 168.6 0.0
Hard flint maize Production aid (ECU/ha) 100.0 -19.9
Common rice (paddy) Intervention 313.7 0.0
Indica rice (paddy) Production aid (ECU/ha) 200.0 —-20.0
Sugar Basic 40.0 0.0
— beet
— white sugar Intervention 530.1 0.0
Olive oil Target 3220 0.0
Intervention 2158 0.0
Production aid 708.3 0.0
Oilseeds
Rape Intervention
Sunflower Intervention 525.8
Soya Minimum 481.3 - 15
Guide 549.1 - 15
Peas and beans
Peas Minimum 253.4 - 15
Field beans Minimum 234.7 - 15
Lupins Minimum 284.2 - 15
Dried fodder Guide 178.6 0.0
Textile fibres
Flax, seed Guide 544.9 - 15
Flax, fibre Fixed-rate aid (ECU/ha) 374.4 0.0
Hemp Seed aid 2459 - 15
Fixed-rate aid (ECU/ha) 3394 0.0
Silkworms, eggs Production aid per box 111.8 0.0
Cotton Guide 958.6 0.0
Minimum 910.7 0.0
Table wine
— RI, RII, Al Guide (ECU/hl) 3.21 0.0
— RIII, AIlI, AIII Guide (ECU/hI) 52.1, 69.5, 79.4 0.0
Fresh fruit and vegetables Basic — 0.0
Tobacco Prices and premiums — -6.0
Milk (%)
Butter Target 268.1 0.0
Skimmed-milk powder Intervention 2928 0.0
Meat
Beef
— adult cattle (per tonne live weight) | Intervention 1724 0.0
Guide 2 000 0.0
— quality R3, cat. A and C Intervention 3430 0.0
Sheepmeat (carcass weight) Basic 4230 - 20
Pigmeat (carcass weight) Basic 1897 0.0

(") Unless otherwise indicated in the previous colum.
(») A premium for higher quality is decided at ECU 3.37/tonne (wheat) and ECU 4.42/tonne (rye).

(®) Intervention prices of Grana Padano and Parmigiano Reggiano cheese have been kept at the same level as last year.
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18. In the milk sector, it was decided to reduce the global guaranteed quantities by
2%. A Community-financed voluntary buy-up scheme, limited to 3% of the global
guaranteed quantities in each Member State, was also agreed. The quantities bought up
are to be allocated to national reserves and will be used also to meet the entitlement of
SLOM producers.

As regards beef the trigger points for opening intervention have been reduced to 84 %
(weighted Community market price) and 80 % (regional market price). ‘Safety net’
intervention will be opened by tender procedure at 78 % of the intervention price
(Community price) with all offers being accepted when prices fall below 75 % (grouping
of three Member States or regions) or 72 % (single Member State or region). The
buying-in price in such cases will be based on the regional market price plus a margin
for processing.

In the case of arable crops a special set-aside scheme was approved for 1991/92. In
return for setting aside at least 15 % of land devoted to arable crops farmers can receive
Community and national premiums per hectare, and reimbursement of the basic
co-responsibility levy for 1991/92.

On 31 July 1991 the Commission presented its proposal for a revision of the regime in
order to comply with the GATT soya panel. It provides for a system of aids per hectare
paid direct to producers, with adjustments to take account of fluctuations in price only
within certain limits.

Agri-monetary measures

19. The agri-monetary adjustments for 1991/92 are mainly based on the four-stage
programme agreed in July 1988 to abolish all existing monetary gaps for all curren-
cies.

For the fixed currencies, only positive gaps remained for German and Dutch cereals.
These are now dismantled completely. As a result the agri-monetary conversion rate of
each fixed currency and for all agricultural products was brought into line with the
central green rate.

As far as the floating currencies are concerned (peseta, pound sterling, escudo and
drachma), the Council’s price decisions either reduced or eliminated the variable gaps
and decreased the number of green rates in certain countries. In the course of 1991 the
main monetary gaps, of the drachma, were adjusted by 9.2 to 12.7 points depending on
the production sector.

The automatic adjustment regulations of agricultural conversion rates in the pigmeat
sector were simplified considerably. This rate is now permanently lined up to the market
representative rate (central green rate of the fixed currencies and the weekly averages of
the other currencies), except if the monetary gaps in the cereals sector become very
large.
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Agri-monetary adjustments for the agricultural marketing year 1991/92

Member State and product categori Central G(riee!ld;gte Dismantli
ember € and product categories green rate (I) 1;311/92 ismantling

Belgique/Belgié| Luxembourg 48.5563

All products 48.5563 0
Danmark 8.97989 8.97989

All products 0
Deutschland 2.35418 2.35418

Cereals 0.82

Other products 0
France 7.89563 7.89563

All products 0
Ireland 0.878776

All products 0.878776 0
Italia 1761.45 1761.45

All products 0
Nederland 2.65256 2.65256

Cereals 0.31

Other products 0
Ellada (%) 257.895

All products (%) 252.121

Sheepmeat, cereals, sugar, wine, tobacco,

olive oil -9

Other crop products —-13

Poultry -19

Beef, milk and other products -23
Espana 145.756

Beef, milk 154.138 1.0/0.4

Sheepmeat 150.828 1.2

Fruit & vegetables, oilseeds, rice 150.828 1.3

Tobacco, seeds, peas 150.828 1.7

Cotton, grain legumes 151.660 1.6

Cereals, sugar 153.498 0.4/0.0

Other crop products 149.813 1.4

Other products (%) 151.660 2.0
Portugal 205.190

All products (%) 208.676 0
United Kingdom 0.795423

All products (%) 0.795423

Beef 0

Sheepmeat and crop products -2

Other products -5

(") ‘Green’ market rate at 1 July 1991. The MCAs are based on green market rates of the respective currencies.
(?) Adjustments resulting from the automatic dismantling and from Council decisions.
(%) Except pigmeat whose green rate is automatically adjusted on the central green rate.
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Rural development

20. The importance of rural development is reflected in growing expenditure on the
policy but also in the place it occupies in the development of agricultural policy. While
reform of the CAP should safeguard the Community’s competitive position in agricul-
ture and improve market balance, it should also make a major contribution to
maintaining the social fabric of rural areas and enhancing the role of farmers as
guardians of the environment.

The Commission has emphasized also that the development of rural communities, while
linked to agriculture, will depend increasingly on other sectors for new opportunities.
The structural Funds play an essential role in this.

21. The resources for agricultural structural measures have been significantly
increased, especially to support expenditure in the less-developed (Objective 1) regions.
Resources from all three structural Funds have also been used in the framework of
integrated programmes to promote the coherent development of all parts of the rural
economy.

In other rural areas outside the less-developed regions—the so-called Objective 5b
areas—over 70 integrated operational programmes have been launched, accounting for
expenditure of ECU 2.7 billion in the 1989-93 period.

In addition to specific actions within the operational programmes under Objectives 1
(less-developed regions) and 5b (other rural areas), the Community continues to
cofinance a range of measures for farmers which are applied on a Community-wide
basis under Objective 5a of the 1988 reform (approximately ECU 6 billion over the
five-year period up to 1993). All these measures have a significant impact on rural areas
throughout the Community, in particular the compensatory allowances available to
farmers in mountainous and other less-favoured areas.

Earlier this year, Community support frameworks and programmes were also approved
for the five new German Ldnder, involving resources of over ECU 650 million for rural
development.

Finally, a number of the new Community initiatives financed from the structural Funds
should make a further valuable contribution to improving the economic potential of
rural areas. The Leader (links between actions for the development of the rural
economy) initiative, with rural development as its primary objective, should have the
most significant impact in qualitative terms. With an initial financial allocation of
ECU 400 million, Leader has been designed to encourage a ‘bottom-up’ approach to
rural development in which local groups have been asked to bring forward integrated
action plans for their areas. It is expected that some 200 plans will be approved.
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(") In real terms (GDP deflator).

(2) At constant prices.

(3) 1987 budget: from 1 January to 31 October 1987.

(4) 1988 budget: from 1 November 1987 to 15 October 1988.

(5) 1989 and subsequent budgets: from 16 October 1988 to 15 October 1989.

Figure 3

Agriculture income aid

22. In the course of 1991 the Commission approved income aid programmes submit-
ted by Italy, Germany and Belgium. As two programmes had already been approved for
the Netherlands and France in 1990, the first year of operation of the income aid policy,
the policy has now been introduced by five Member States.

The programmes reflect particular circumstances. The programme for Italy, for
example, involves only olive-oil producers in the southern part of the country. For
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Germany, where two programmes were approved, one for the State of Baden-
Wiirttemberg, the other for Rhineland-Palatinate, the former involves producers of
different types of farming whereas the latter is applicable only in the non-less-favoured
areas, and only for arable farmers. The programme for Belgium covers the entire
country and all types of farming. Some 80 000 beneficiaries are foreseen under the
Italian programme, 30 000 with that for Baden-Wiirttemberg, some 4 000 for Rhine-
land-Palatinate, and 8 000 for Belgium.

Consumer interests

23. Stability of food supply at reasonable prices for consumers is part of the objectives
of the CAP. Indeed, the CAP reform is expected to bring about major benefits to
consumers, in the form of reduced prices for animal and vegetable products. In real
terms, the income of European households continues to grow at a higher rate than the
price of food. Average domestic spending on food, tobacco, alcohol and soft drinks is
constant at around 21.5 % of overall household expenditure.

Foodstuffs, beverages and tobacco represent in Greece, Ireland and Portugal over one
third of the total consumption budgets, while Germany and the Netherlands stay well
below 20 %. Denmark and particularly the United Kingdom and Luxembourg are
among those well below the average, when expenditure on foodstuffs alone is taken into
account. The consumer benefits, increasingly, from—and demands—improved quality
and greater variety.

Food aid programme for 1991

Amount Quantities (tonnes)

o B | Common | Dwum | mee | Ol | Smmed | g | e
Belgique/Belgié 242 600 500 600
Danmark 1.22 13 132
Ellada 13.48 4000
Espafia 35.38 39 800 11 000 10 500 8130 8120
France 28.50 4000 7 500 1200 3 500 4500
Ireland 4.58 50 1 569
Italia 24.46 2 500 6 200 1 500 1 000 1 000 6 500
Luxembourg 0,09 30 20 15
Nederland 3.29 269 538
Portugal 10.13 980 810 700 600 600 500 1 485
United Kingdom 24.95 3775 2 965

Total 148.50 47910 25510 3400 12 100 620 17 737 30 424

Source: Commission Decision 91/81/EEC of 11 February 1991 as last amended by Decision 91/456/EEC of 2 August 1991.
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24. The Commission continued its food-aid programme for the less well-off in the
Community. This operation, launched in January 1987 and initially restricted to the
winter period, has been renewed regularly and now extends throughout the year. It
caters for the distribution by selected organizations of foodstuffs—including for the first
time in 1991 rice and skimmed-milk powder. The total amount allocated this year rose
by ECU 3.5 million to ECU 148.5 million.

25.  As regards quality policy, in June 1991 the Council adopted Regulation (EEC) No
2092/91 on organic production. (') It defines organic production and provides for
regular inspection of producers. For the moment it applies to plant products but should
be extended in the near future to animal products.

Commission proposals concerning designations of origin and certificates of specific
character for foodstuffs (%) have also been made. The aim is to protect products whose
quality is related to the geographical area whose name they bear and those produced
according to a specific method which gives them a special quality.

The single market

26. 1In preparation for 1993, substantial progress continued to be made as regards the
progressive harmonization of legislation. The main provisions adopted during the year
are given in the annex at the end of this chapter.

27. The major decisions relate to the veterinary field and involve import controls and
rules on Community trade.

As regards epizootics, in addition to a proposal to harmonize policies to combat
Newcastle disease and avian influenza, several decisions were adopted granting financial
contributions to programmes to eradicate brucellosis, leucosis, tuberculosis, ovine
brucellosis, rabies, Newcastle disease, bovine contagious pleuropneumonia and African
horse sickness.

Provisions were also adopted laying down detailed rules on movements of livestock of
the bovine and porcine species following the discontinuation of vaccination against
foot-and-mouth disease.

The Commission also took measures against new swine disease (porcine respiratory and
reproductive syndrome) and against the risks of cholera from South America.

Mo
® o

L 198, 22.7.1991, p. 1.
C 30, 6.2.1991, pp. 4 and 9.

o
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28. Work continued with a view to the completion, by the end of the year, of the
survey undertaken in 1990 in the Member States to monitor implementation of the laws
on residues and the prohibition on the use of growth hormones.

Inspections continue to be carried out in non-member countries at the same rate as in
previous years and the list of non-member countries from which the Member States
import meat products was adopted. (!)

The conclusions of several veterinary inspections conducted in the USA led the
Commission to prohibit imports of fresh meat from that country for a period.
Consultations took place between the two parties concerned to determine the conditions
under which fresh meat could be imported and a new list of establishments producing
fresh meat authorized for export to the Community was adopted.

Close monitoring of the animal-health situation called for a large number of inspection
visits, supplemented by checks on establishments in non-member countries approved for
the export of fresh meat to the Community.

29. In the phytosanitary sector the Commission sent to the Council amendments to
three proposals for Regulations on the marketing of various seeds and plants, and
amendments to two proposals for Directives on protective measures against the
introduction into the Member States of organisms harmful to plants or plant
products.

The Commission’s phytosanitary inspection service started work. A network for the
notification between Member States and technical seminars will also be set up.

The Council of Ministers adopted an important Directive concerning the placing of
plant-protection products on the market. This is essential for completing the internal
market in this area. The measure lays down strict requirements for human safety and
environmental protection and ensures that the same safe and effective products for the
protection of crops are available throughout the Community.

30. Regarding State aids, although the Commission has been able to approve a
number of aid plans—inter alia for investments to compensate farmers for lower-output
farming designed to protect the environment, research, information and training,
compensation for loss resulting from natural disasters—others have either proved
incompatible with the common market (one French, one Belgian aid) or at least
required the opening of the Article 93(2) procedure (four German, two Italian, two
French, two Spanish, one Greek aid).

Although a cheese distribution scheme in Italy was designed to provide social aid to a
target public, i.e. the objective fell within the purview of Article 92(2) of the Treaty, the
aid plan in question specified distribution of cheeses of exclusively Italian origin,

(") Decision 91/361/EEC, OJ L 195, 18.7.1991, p. 43.
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thereby debarring imports from this outlet. This measure—held to be equivalent to a
customs barrier and thus constituting an infringement of Article 30 of the Treaty—was
not given clearance in this form.

Equally a German aid to promote a symbol guaranteeing the use of a specially hygienic
chilling method for chickens specified that even if producers from other Member States
were to use an equivalent method, the symbol (a blue triangle) would nevertheless
remain inaccessible to them, thus putting imported products at an unfair competitive
disadvantage. This measure was eventually withdrawn by the German authorities.

31. In spite of the Court of Justice ruling in Case 47/69, a series of instances arose
where aid plans included a parafiscal tax on imported products from other Member
States.

According to its judgment in this case, the Court considers that such a tax ‘has a
protective effect which goes beyond aid properly so-called’ and that ‘ this aid, whatever
might be the rate of the said charge, has the effect, because of the method by which it is
financed, of adversely affecting trade to an extent contrary to the common interest
within the meaning of Article 92(3)(c)’. (V)

Parafiscal tax measures involving taxation of imported products (including taxation at
the first stage of processing after importation) were thus the subject of a negative
Commission decision (one French, one Belgian aid).

32. The Commission has approved a number of aids involving compensation for net
economic loss through lower-output farming for the purpose of environmental protec-
tion. However, the Commission is, in assessing this form of aid, faced with two major
issues.

(1) Given, in particular, the ‘polluter pays’ principle, enshrined in Article 130r of the
Single Act, the Commission has, even when raising no objections to an aid, reserved
the right where appropriate to re-examine aid such as the above where it is
non-degressive and unlimited in time.

(ii) Although the Commission has hitherto adhered to the principle that such aid may
not exceed net economic loss to the farmer, it remains to be examined whether , and
if so under what conditions, it may be appropriate to admit an additional
element—an incentive (2}—in order that a sufficient number of farmers take up the
measure for its positive effect upon the environment to be optimal.

It may be noted that although the above issues are of general relevance to such aid
measures, account is nevertheless taken in assessing an individual aid of the existence of
any Community and/or national legislation restricting a farmer from producing a given
form of pollution.

(") Reports of Cases before the Court [1970], p. 495, paragraph 20 and p. 496, paragraph 23.
(?) See COM(90) 366 on farming methods compatible with environmental protection requirements.
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33.

It is Commission policy to gather information on cases of non-notified aid, since

each time the Commission is made aware of the possible existence of such aid, it
invariably first examines whether such aid in fact exists, and if it does, whether it is of a
nature to affect trade to an extent contrary to the common interest. This procedure
takes on increased importance with the advent of the 1993’ horizon, given that in a
single market the effects on trade of any illicit aid will be magnified.

ANNEX TO CHAPTER 1I

Proposals presented by the Commission

Opinions of Parliament

Decisions taken by the Council

1. Legislation relating to crop products and
animal nutrition

Council Directive amending Directive
77/93/EEC on protective measures against
the introduction into the Member States of
organisms harmful to plants or plant prod-
ucts

OJ C 186, 18.7.1991, p. 16

0OJ C 205, 6.8.1991, p. 16

Council Regulation on the marketing of
ornamental plant propagating material and
ornamental plants

0J C 52, 3.3.1990, p. 16

Council Regulation on the marketing of
young plants and propagating material,
other than seeds, of vegetables

0OJ C 46, 27.2.1990, p. 4

Council Regulation on the marketing of
fruit plant propagating material and fruit
plants intended for fruit production

OJ C 54, 6.3.1990, p. 5

0OJ C 89, 10.4.1989, p. 22.

0J C 4, 9.1.1990, p. 4
0OJ C 101, 18.4.1991, p. 13

2. Veterinary and zootechnical legislation

Council Regulation introducing Commun-
ity measures for the control of Newcastle
disease

0OJ C 146, 5.6.1991, p. 12

Council Regulation introducing Commun-
ity measures for the control of certain
animal diseases

OJ C 148, 7.6.1991, p. 12

12.3.1991 ()

11.7.1991 ()

11.7.1991 (V)

11.7.1991 (V)

0J C 72, 18.3.1991,

p. 33

0J C 106, 22.4.1991,
p.- 27

Directive 91/414/EEC concerning the plac-
ing of plant protection products on the

market
OJ L 230, 19.8.1991, p. 1

Regulation (EEC) No 2092/91 on organic
production of agricultural products and
indications referring thereto on agricultural
products and foodstuffs

OJ L 198, 22.7.1991, p. 1
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Proposals presented by the Commission

Opinions of Parliament

Decisions taken by the Council

Council Directive amending Directive
80/217/EEC introducing Community meas-
ures for the control of classical swine
fever

0OJ C 226, 31.8.1991, p. 6

Council Decision amending Directive
80/1095/EEC and Decision 80/1096/EEC
as regards certain measures relating to clas-
sical swine fever

0OJ C 226, 31.8.1991, p. 19

Council Directive amending Directives
64/432/EEC, 72/461/EEC and 80/215/EEC
as regards certain measures relating to clas-
sical swine fever

OJ C 226, 31.8.1991, p. 20

0OJ C 48, 27.2.1989, p. 36

Council Regulation introducing Commun-
ity measures for the control of avian
influenza

COM(91) 304 final

Council Regulation concerning measures
for the prevention of specified zoonoses
and of specified zoonotic agents in animals
and products of animal origin in order to
prevent outbreaks of food-borne infections
and intoxications

COM(91) 310 final

0OJ C 2, 4.1.1991, p. 11

0OJ C 84, 2.4.1990, p. 42

OJ C 48, 27.2.1989, p. 21

COM(90) 656 final (not published in the
0J)

0J C 96, 17.4.1989,
p. 187

OJ C 48, 25.2.1991

0OJ C 19, 28.1.1991

0J C 96, 17.4.1989,
p. 187

Directive 91/69/EEC amending Directive
72/462/EEC on health and veterinary
inspection problems upon importation of
bovine animals and swine, fresh meat or
meat products from third countries, in
order to include ovine and caprine ani-
mals

OJ L 46, 19.2.1991, p. 37

Decision 91/61/EEC amending Decision
90/218/EEC concerning the administration
of Bovine Somatotropin (BST)

OJ L 37, 9.2.1991, p. 39

Directive 91/67/EEC concerning the animal
health conditions governing the placing on
the market of aquaculture animals and
products

OJ L 46, 19.2.1991, p. 1

Directive 91/68/EEC on animal health con-
ditions governing intra-Community trade
in ovine and caprine animals

OJ L 46, 19.2.1991, p. 19

Decision 91/133/EEC amending Decision
90/424/EEC on expenditure in the veter-
inary field

OJ L 66, 13.3.1991, p. 18
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Proposal d by the C

P P

Opinions of Parliament

Decisions taken by the Council

OJ C 304, 29.11.1988, p. 6

OJ C 154, 23.6.1990, p. 4

OJ C 84, 2.4.1990, p. 29

0OJ C 66, 11.3.1988, p. 2
OJ C 282, 8.11.1989, p. 7.
OJ C 84, 2.4.1990, p. 56

0OJ C 327, 30.12.1989, p. 72

OJ C 327, 30.12.1989, p. 40

OJ C 89, 6.4.1991, p. 5

OJ C 84, 2.4.1990, p. 8

OJ C 84, 2.4.1990, p. 100

0J C 12, 16.1.1989,
p. 365

0OJ C 129, 20.5.1991

0OJ C 183, 15.7.1991

0OJ C 96, 17.4.1989,
p- 29
0J C 183, 15.7.1991

OJ C 183, 15.7.1991

0OJ C 260,
15.10.1990, p. 154

0OJ C 183, 15.7.1991

OJ C 183, 15.7.1991

0OJ C 183, 15.7.91

Directive 91/174/EEC laying down zoo-
technical and pedigree requirements for the
marketing of pure-bred animals and
amending Directives 77/504/EEC and
90/425/EEC

OJ L 85, 5.4.1991, p. 37

Directive 91/266/EEC amending Directive
72/461/EEC on health problems affecting
intra-Community trade in fresh meat and
Directive 72/462/EEC on health and veteri-
nary inspection problems upon importation
of bovine, ovine and caprine animals and
swine and fresh meat or meat products
from third countries

OJ L 134, 29.5.1991, p. 45(®» (®

Directive 91/492/EEC laying down the
health conditions for the production and
the placing on the market of live bivalve
molluscs

OJ L 268, 24.9.1991, p. 1

Directive 91/493/EEC laying down the
health conditions for the production and
the placing on the market of fishery prod-
ucts

OJ L 268, 24.9.1991, p. 15

Directive 91/494/EEC on animal health
conditions governing intra-Community
trade in and imports from third countries
of fresh poultrymeat

OJ L 268, 24.9.1991, p. 35

Directive 91/495/EEC concerning public
health and animal health problems affect-
ing the production and placing on the
market of rabbit meat and farmed game
meat

OJ L 268, 24.9.1991, p. 41

Directive 91/496/EEC laying down the
principles governing the organization of
veterinary checks on animals entering the
Community from third countries and
amending Directives 89/662/EEC,
90/425/EEC and 90/675/EEC

OJ L 268, 24.9.1991, p. 56

Directive 91/497/EEC amending and con-
solidating Directive 64/433/EEC on health
problems affecting intra-Community trade
in fresh meat to extend it to the production
and marketing of fresh meat

OJ L 268, 24.9.1991, p. 69

Directive 91/498/EEC on the conditions for
granting temporary and limited dero-
gations from specific Community health
rules on the production and marketing of
fresh meat

OJ L 268, 24.9.1991, p. 105
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Proposals pr

d by the Cc ission

Opinions of Parliament

Decisions taken by the Council

COM(90) 492 final (not published in the
0J)

3. Veterinary inspection (%)

OJ C 48, 25.2.1991,
p. 214

Directive 91/499/EEC amending Directive
64/432/EEC as regards the diagnosis of
bovine brucellosis and enzootic bovine leu-
cosis

OJ L 268, 24.9.1991, p. 107

Commission Decision 91/361/EEC amend-
ing Council Decision 79/542/EEC drawing
up a list of third countries from which
Member States authorize imports of bovine
animals, swine and fresh meat and sup-
plementing the list as regards meat prod-
ucts

OJ L 195, 18.7.1991, p. 43

(") Parliament’s opinions are not published in the Official Journal until the proposals have been adopted by the Council.
(%) In addition there are a number of implementing decisions of the Commission which are not included in this table (see text).
(®) As at 31 July 1991, there are 30 proposals still before the Council, of which 16 concern the White Paper on the completion of the

internal market.

(%) Decisions taken in relation to veterinary inspection are, for the most part, implementing decisions. They are adopted directly by the
Commission and do not require Parliament’s opinion. While not mentioned in the present table, there are quite a considerable number
of them (see text for a general overview of the Commission’s veterinary inspection activities).







Il — Economic situation and farm incomes

The situation in 1991

34. Despite several incidents mentioned at the beginning of this report, 1991 saw a
return to more normal weather after three years of poor rainfall, and the general trends
of agricultural production again became apparent, chiefly a fairly clear rise in crop
yields. This is most marked for cereals (and potatoes), and particularly so for maize,
again showing an upswing after the unfavourable weather of 1990. For oilseeds, protein
crops and sugar beet the increase is more modest. Late spring frosts resulted in lower
tree crop (pears excepted) and viticulture yields than in 1989 and 1990.

35. Although the downward trend in utilized agricultural area continues for the
Community as a whole at a rate just below 1% a year, in 1991 the cultivated acreage
was higher than in 1990 and the substitutions between crops reversed : less sugar beet,
potatoes, oilseeds and protein crops (except rape, particularly in the five new German
Liéinder) and more cereals (34.5 to 35 million hectares), very close to the 1988 level. The
amount of arable land withdrawn from production was some 1.2 million hectares in
1991 but this represents only 3.6 % of the cereal area and it is still difficult to come to
any conclusion on the effectiveness of the measures introduced and whether or not there
is a strong downward trend in crop areas.

36. On the livestock side the basic trends continued in 1991 : moderate reduction of the
dairy herd in response to the milk quotas and an increase in the yield per cow, bigger
headages of all meat animals, except for a marked reduction in pig numbers,
particularly in the former German Democratic Republic, and higher volumes of meat
production. Health problems, which seriously disturbed the sector in 1990, were less to
the fore.

37. A higher cereal harvest in the Community contrasts with a general fall in
temperate zone harvests of the main crops: wheat (down in all the major producers
except the EC and Canada), feed grains, soya.

38. The outcome could be positive for world prices, which have remained depressed
since they worsened in 1990. However, market conditions are poorer because of the
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Soviet economic situation, exports to the USSR being no longer possible except by
massive use of credits, the large stocks still held by certain exporters and the presence in
Central and Eastern Europe of surplus quantities that until now went to the Soviet
markets. The ecu’s value against the dollar, which affects the competitive position of
Community exports and budgetary expenditure, rose in the first half of the year to
reach its 1987-88 level and now appears to be stable after touching its lowest level for 10
years at the turn of the year.

Production and institutional prices

39. Chapter IV gives detailed information on the agricultural markets. This section
describes production trends for 1991 for the main products subject to budgetary
stabilization, mainly on the basis of estimated figures, since the final ones will become
available only during 1992.

40. Cereal production is up on 1990, under the double impact of a higher area sown
(not counting the contribution of the former GDR) and higher average yields. Only
barley production is slightly down; maize has, after the drought of 1990, almost reached
its 1989 level; durum wheat has risen sharply to more than 10 million tonnes. The
overall production estimate is much higher than the MGQ threshold set at 160 mil-
lion tonnes.

For oilseeds the production figures vary: no change for sunflower, yields being up; a
substantial drop for soya but not below the MGQ of 1.3 million tonnes; a strong rise
for rape following that recorded in 1990 mainly because of an increase in area sown (to
which must be added the considerable rise in acreage in the former GDR). All crops are
above the MGQs (except for the special MGQ for Spanish sunflower and the
Portuguese MGQs for rape and sunflower).

After the big 1990 sugar harvest of 14.7 million tonnes production has fallen closer to
but is still distinctly higher than the 12.8 million tonne target of the combined A and B
quotas.

In the wine sector production, because of weather conditions and the impact of
grubbing incentives, should fall to the 1988/89 level of 165 million hl compared with the
1990 figure, considered average in volume terms, of 184 million hl. In the past
production has on occasion reached or exceeded 220 million hl.

4]. The position for livestock products calls for additional attention. With the new
quota reduction in force from 1991 milk production should drop markedly to volumes
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not exceeding the overall quota of 96.8 million tonnes. Some producers are seeking to
make up for this by increasing beef production although since 1990 this is in cyclical
upswing. With additional consumer demand for poultry and sheepmeat there is a
general rise in meat production and for pigmeat record levels are being attained : more
than 8 million tonnes for cattle, 1.2 million tonnes for sheep and goats, 13 mil-
lion tonnes for pigs and 6.6 million tonnes for poultry.

42. [Institutional prices for the 1991/92 marketing year were the result of the Council’s
decisions of May and June plus application of the mechanisms for stabilizing agricul-
tural expenditure laid down by the Brussels European Council in February 1988. For
most products the intervention prices set by the Council have amounted to a freeze in
ecus and in national currency terms to a slight increase (0.5 %) compared with 1991/92
but less than on the last occasion (1.56%). By contrast with 1990/91 the cereals
intervention price was not reduced by 3 %, since recorded production for 1990/91 was
less than the MGQ. On the other hand, prices and aids for oilseeds and protein plants
have been adjusted in line with MGQ overshoots for the current marketing year and
abatement carryovers from the last one (downwards for sunflower and rape, upwards
for soya and proteins).

Farmgate prices

43. In general the prices paid to farmers reflect Community market conditions. The
improvement of these in 1989 gave an upswing of 8.9 % in nominal terms for the
Community as a whole, given the effect of the trends for livestock, particularly pig
production and the wine sector. The situation changed in 1990 to give a poor nominal
rise of 1.5 %, owing primarily to a deteriorating market situation for livestock products,
particularly beef and veal.

For 1991 only estimates of the price trend are available. It appears to be again lower
than that of the GDP price index, which means a fall in real terms. Here again, as a
result of the situation mentioned above, it is the prices of beef/veal and sheepmeat that
are doing most to worsen the situation compared with last year, and this despite
application of the support mechanisms.

The change in (nominal) producer prices is shown for each Member State in the table
overleaf. 1991 figures are estimates.
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Changes in nominal farmgate prices
of agricultural products in 1990 and 1991

% change 1990/89 % change 1991/90
Crop Livestock All agricultural Crop Livestock All agricultural
products products products products products products
Belgique/Belgié - 0.2 - 8.5 - 58 6.0 - 95 - 45
Danmark - 25 - 6.1 - 50 59 - 62 - 24
Deutschland 0.1 - 6.7 - 50 2.8 - 46 - 25
Ellada 22.1 16.9 20.6 21.1 12.1 18.5
Espaifa 6.9 - 173 0.6 1.0 - 2.7 - 0.6
France 3.6 - 39 - 03 3.8 - 52 - 0.6
Ireland - 1.6 - 119 - 115 10.2 - 176 - 56
Italia 8.6 - 0.7 4.7 12.5 - 12 7.0
Luxembourg - L1 - 28 - 24 7.6 - 170 - 47
Nederland 0.8 - 8.8 - 56 5.6 1.0 2.6
Portugal 5.5 0.6 33 n.d. n.d. n.d.
United Kingdom 5.4 - 1.7 0.9 4.0 - 5.1 - 1.7
EUR 12 4.2 - 338 1.5 5.5 - 29 2.7
Source: Eurostat.
Deflated indices of farmgate prices
for agricultural products
(Base 1985 = 100)
1985 1987 1988 1989 1990 1991 (V)
Belgique/Belgié 100.0 89.3 88.0 95.5 87.0 80.6
Danmark 100.0 86.4 83.7 86.0 79.6 75.9
Deutschland 100.0 92.3 90.4 95.8 88.6 83.5
Ellada 100.0 88.2 87.3 90.3 90.4 90.6
Espaiia 100.0 92.5 90.6 91.0 85.7 80.5
France 100.0 92.3 90.4 94.0 90.7 87.5
Ireland 100.0 96.7 104.5 105.5 90.5 82.9
Italia 100.0 93.2 90.6 91.2 89.7 90.2
Luxembourg 100.0 101.6 102.8 109.2 102.7 94.6
Nederland 100.0 92.0 92.6 99.1 91.3 90.6
Portugal nd. 93.7 94.2 99.1 90.3 n.d.
United Kingdom 100.0 96.8 91.9 91.9 84.6 78.5
EUR 12 100.0 92.6 90.6 93.3 88.5 85.4

NB: 1986 omitted due to lack of space.
Source: Eurostat.
(") Forecasts.

Input prices

44. The trend was favourable in 1990, increasing by only 0.93 % for the Community of
Twelve, and particularly so for animal feed (—3.67 %), but was somewhat counteracted
in the second half of the year, initially by greater use of irrigation water and crop
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protection products as a result of the drought, and subsequently by the surge in oil
prices, which had an immediate direct effect on fuel costs and slightly later affected
fertilizer prices.

For 1991, only estimates are available of the price trend for inputs. A breakdown by
Member State is given in the following tables.

Changes in nominal input prices

% change 1990/89 % change 1991/90
oongl-nsrtl‘[‘)]tion Feed Energy con;l:l(x’rtl;ltion Feed Energy
Belgique/Belgié - 4.1 - 87 43 - 1.5 - 3.0 0.0
Danmark - 1.6 — 84 1.6 - 09 - 6.1 - 02
Deutschland - 1.7 — 85 6.9 2.8 - 20 15.0
Ellada 19.5 14.2 34.8 26.2 25.3 40.0
Espaifia 0.8 - 1.6 5.8 2.7 0.2 9.9
France - 0.7 - 173 6.8 52 7.4 6.0
Ireland 0.2 - 19 33 0.7 - 4.1 5.7
Italia 0.8 - 20 35.7 0.6 6.5 — 44
Luxembourg 0.8 - 1.8 5.4 1.1 - 1.0 0.3
Nederland - 1.2 - 10.5 25.4 - 0.1 —- 24 1.5
Portugal n.d. n.d. n.d. n.d. n.d. n.d.
United Kingdom 3.7 0.8 10.7 3.6 1.9 33
EUR 11 (Y 0.9 - 3.7 13.7 4.0 2.0 11.2
Source : Eurostat.
(') Excluding Portugal.
Deflated input prices indices
Total intermediate consumption
(Base 1985 = 100)
1985 1987 1988 1989 1990 1991 ()
Belgique/Belgié 100.0 86.7 87.8 87.7 81.2 77.5
Danmark 100.0 84.4 84.7 84.0 80.5 779
Deutschland 100.0 87.1 86.9 89.4 85.5 85.0
Ellada 100.0 89.2 84.6 82.9 82.3 87.8
Espaiia 100.0 91.3 87.8 84.3 79.7 71.3
France 100.0 89.2 88.5 89.0 85.5 87.4
Ireland 100.0 85.7 86.1 87.2 84.6 82.7
Italia 100.0 90.1 88.6 87.5 829 78.4
Luxembourg 100.0 91.3 90.7 90.7 88.2 86.2
Nederland 100.0 84.1 85.5 87.8 829 80.1
Portugal n.d. n.d. n.d. n.d. n.d. n.d.
United Kingdom 100.0 91.7 91.4 89.8 85.1 83.2
EUR 11 (3 100.0 88.8 87.9 87.8 83.6 823

NB: 1986 omitted due to lack of space.
Source : Eurostat.

(") Forecasts.

(?) Excluding Portugal.
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Trends in farm incomes

Short-term trends in farm incomes

45. Tt is the relative trend of farmgate and intermediate producer prices, termed the
“price scissors’, that largely determines movements in gross margins for agricultural
products. Generally speaking these were worse in 1990 than in 1989 and the estimates
for 1991 show no sign of improvement. Although precise figures for the determining
factors are not yet available, 1991 incomes from agricultural activity will for the
Community as a whole probably be slightly lower than in 1990.

In considering farmers’ incomes the limits of the indicators normally used must be
borne in mind. They cover solely the agricultural part of household income, i.e. ignore
other income sources (salaries, returns on capital, social security) that contribute to the
purchasing power of farm households, sometimes to a considerable degree: almost a
third of farmers also work off the farm. Further, an indicator such as net value added at
factor cost per annual work unit—the most commonly used—is essentially a measure of
productivity, differing from available income of agricultural origin on a number of
points (e.g. social security payments, certain fixed charges), some of which are difficult
to evaluate (including the impact of taxation), and from liquid assets in other ways
(depreciation, loan repayments, external income, etc.).

On the basis of the leading indicator alone, i.e. net value added per work unit in
agriculture, it can be stated that despite a strong rise in 1989 the index fell by 4.5 % in
1990 and that estimates for 1991 do not indicate a recovery.

Farm incomes over the last 10 years

46. Some conclusions can be drawn from examining the index over the last 10 years.
Discounting both annual variations and those for individual Member States (see
Figure 4), the decade began with a rapid upswing (+15 % in real terms from 1980 to
1982) followed by a stagnation for several years and a further climb in 1988 and 1989,
and has ended with a distinct dip.

Overall, the indicator rose by 11 % in real terms over 10 years, on the basis of the trend
of three-year averages centred on 1978 and 1988 for EUR 11. This corresponds to
roughly 1.1 % per year. It must be seen against the major events of the period. Both the
dollar and world market prices have fluctuated considerably but the impact on farm
incomes has been minimal. Within the Community, imbalance on the markets has
worsened and important CAP reforms have been made. The Community acquired three
Mediterranean Member States (1981 and 1986). Lastly, the fall in agricultural employ-
ment as measured in annual work units (AWUs) has slowed.
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Net value added (') per person employed
in agriculture (2)
»1985« (3) = 100
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Source : Eurostat — Sectoral income index analysis.

(') At factor cost in real terms (deflated using the GDP implicit price index).
(2) Measured in work units.
(3)»1985« = average for 1984, 1985, 1986.

Figure 4

47. Without marked improvements in the factors directly and indirectly affecting the
creation of value added in agriculture, the Community will probably have some
difficulty in maintaining the FNVA/AWU (farm net value added per annual work unit)
indicator at its present level, since the element that has so far had most impact on it, the
fall in the farming labour force, is likely to slow down by comparison with the past 10
years.

These general considerations must not be allowed to obscure the fact that the
Community has a vast number of farms (1990 estimate: 8 million) and hence a wide
diversity of performance. For the Community as a whole the top 20 % of farms achieve
a gross added value per AWU of around twice the GDP/inhabitant on average, while
the bottom 20 % is liable to show far weaker results. There are a number of factors
behind this great variability, holding size and production type being considered the most
important.
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Income distribution throughout the Community

48. Productivity in agriculture still differs vastly from one Member State or geogra-
phical region to another as is illustrated in Figures 6 and 7. Climatic or even land
suitability variations alone do not explain such fundamental differences.

High productivity related to labour expressed in Figure 6 as an index of gross value
added per annual work unit (AWU), generally speaking, implies the existence of a good
infrastructure, access to substantial agricultural markets and large credit facilities, as
well as a high degree of mechanization and automation. A high labour productivity
index gives a flattering image for regions with a low population density and average-
sized arable holdings.

As regards the map of land productivity (Figure 7), there is a temptation to interpret the
most productive zones as being those with a large number of ‘intensive holdings’. Yet
intensity is not strictly the degree to which land, capital and labour are utilized. It is
increasingly referred to as an indication of the external input rate used in the production
process. Intensity is thus virtually linked to the type of farming. At the same time, a
considerable net yield per hectare farmed might be the result of a favourable climate
and of several crops per year, as in some southern parts of the Community and in
particular in the greenhouses of the Netherlands and Belgium. The latter, specializing in
producing vegetables, fruits and flowers, have made themselves relatively independent
from land, as have pig and poultry holdings.

Most producers of meat or milk use large portions of—if not all—animal feed from
elsewhere. The following paragraph and Figure 8 indicate that in these sectors such
inputs represent as much as two thirds of total output and at least one third in the case
of mixed and grazing livestock. On the other hand, such farms are responsible for a
(near) majority in Belgium and the Netherlands of high farm incomes (see Figure 9; the
sharp rise of some figures to the right occurs because the last income class has no upper
limit).

49. A combination of high values for both labour productivity and land productivity
tends to be absent in peripheral regions of the Community. The income distribution in
these countries is strongly skewed among income classes, because of a relatively large
number of small to very small holdings, active in the least economically viable
agricultural sectors.

However, when comparing the income ranges of all Member States, some striking
differences appear. The median income level, that divides a country’s agricultural labour
force in two equal parts, provides a relative indication of the situation of farmers at
both ends of the income range in a Member State. One fifth of the farming population
in Portugal, Spain, Ireland and to a lesser extent also in Greece and Denmark earn
around three times the median income. Italy, which experiences great regional differ-
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ences, is ahead with four times the median income for the upper 20 % of farmers, but
with the lowest 20 % earning only a sixth of the median income, yet still higher than the
lowest incomes in the United Kingdom and Germany. Moreover, in Spain and
particularly in Portugal and Denmark a large number of farms cope with a total output
that does not even cover the costs of production, some of them depleting capital stock
or depending on additional outside income.

Incomes by type of farming

50. In order to monitor the economic evolution of farms and to obtain a more specific
insight into the agricultural economy of the Member States, the Community established
the farm accountancy data network (FADN), which contains detailed information on
the output, costs and incomes of about 57 000 farms throughout the Community. This
network covers only farms marketing the bulk of their production and exceeding a
minimum level of economic activity. The economic measure used for farms is expressed
in European size units (ESUs), and the threshold used differs according to the structure
of a certain region or a whole Member State.

Detailed explanations and results for the FADN can be found in Chapter VIII, Tables
3.2.1. to 3.2.4. It is important to exercise great care towards the interpretation of the
FADN results, as they only refer to the situation of the observed farms. Thus,
conclusions on all holdings or on all persons employed in agriculture should be drawn
with caution.

Figure 8 distinguishes nine types of farming, each defined by its own technical
characteristics. The total output per annual work unit and the farm net value added
(FNVA) for each type vary largely, from ECU 13 000 for fruit trees (among other
permanent crops) to ECU 114 000 for pigs and poultry holdings. However, the same is
true for the division of the number of people employed in these agricultural sectors.
Thereby, one should bear in mind that farms with rather normal output levels (general
arable, mixed and dairy farms) achieve together almost two-thirds of the overall
agricultural gross output, and represent some 58 % of those employed in agriculture.
Pigs and poultry holdings rank lowest when total gross output of the whole sector is
concerned, as only 1% of the total labour force is employed there.

The FNVA as part of the total output, differs considerably: farms under ‘other
permanent crops’—having greater production cycles—can count on a FNVA of nearly
two-thirds of their total output, while holdings producing pigmeat and poultry on only
a quarter. The latter are more sensitive to a decrease in product prices, as input costs are
an important proportion of total output.



ECONOMIC SITUATION AND FARM INCOMES 41

Structure of farm costs (') according to
the type of farming

All farms
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Total production in ECU 1 000 per person (AWU)

Breakdown by type of farming of farm net value
added and annual work units
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AWU and FNVA as % of total for all FADN farms

Source: FADN, 1989/1990 results (Portugal: 1988/1989).

(') For brief descriptions of the terms used in the FADN results, see Chapter VIII,
Section 3.2.1.

(2) Maintenance of buildings and machinery and contract work costs.

(3) Costs directly related to production: seeds, fertilizers, plant health products, animal
feed and animal care.

Figure 8
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Distribution of farm incomes per person (')
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Income from and value of family work in ECU 1 000

Income from and value of family work in ECU 1 000

Share of family work in farm income

25}

201

Farm income per AWU
B value of family work per AWU

Efficiency according to farm size
(%)

50
40r TFP 1
30r Farm income per AWU
B value of family work per AWU d
201 b
- TFP2 |
. o s
100 L el 2ot
oLk ERA E g B B i 58 09!
All 0-2 2-4 4-6 6-8 8-12 12-16 16-40 40-100 > 100

Size of family farm

Source: FADN, 1988/89/90 results.

Figure 10

25

2.0

15

1.0



44 ECONOMIC SITUATION AND FARM INCOMES

Family labour and farm size

51. Family farm income per annual work unit is the means by which the income of a
farmer and his family is measured. It cannot, however, be directly compared to a salary
because it represents a return both on work and on capital invested. It is calculated as
the farm net value added, less other real costs in the accounting year : interest, financial
charges, wages, social security costs actually paid and rent.

In order to measure the significance of the family’s work and its contribution to the
efficiency with which the means of production are utilized if one attributes to this work
a salary identical to that received by a salaried person in similar conditions it is noted
that, in certain cases, the sum of the inputs actually used and of this notional salary is
greater than the gross farm output.

Figure 10 which has been drawn up using two indicators—TFP 1, showing the ratio
between the gross farm output and the value of the inputs actually used and TFP 2, the
ratio between the gross farm output and the same inputs increased by the notional value
of the salary of farm family members—shows that farm income can cover family labour
in the case of larger farms.

When comparing these results with productivity throughout the Community, it is worth
mentioning that regions with a low average value added per AWU usually cope with
small holdings expressed in ESUs.

The distribution of farm incomes per AWU (Figure 9) stresses the image that most
farms in Greece, Portugal, Spain and Italy are amongst the smallest in the Community,
and unless the efficiency ranks highest, they would not be able to reach an appropriate
salary level when sharing the farm income with all members of the family participating
in the farming activities.





























































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































