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Foreword

This is the 16th annual report on the agricultural situation in the Community and is
published in conjunction with the XXIVth General Report on the Activities of the
European Communities. It was completed in December 1990.

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 due to end in December and the second was
the unification of Germany. Both subjects are treated in separate chapters and it should
be noted that the report in general does not cover the situation in the former
Democratic Republic. This will be done in next year’s report. However, the special
chapter on the former German Democratic Republic describes measures taken to ensure
a satisfactory integration of this country’s agriculture with that of the rest of the
Community.

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 and, for the first time, presents a full range of figures for the
Community of Twelve but, as noted above, does not include data for the former
German Democratic Republic.

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. For the second year running most regions of the European Community experienced
weather conditions which differed sharply from what continues to be regarded as
normal. As in 1988/89, the persistence of high pressure systems over western Europe
resulted in relatively high average temperatures and, particularly, in drier weather than usual.

The autumn of 1989, which will be remembered for high sunshine figures and lack of
rainfall, was followed by a mild winter with rain and snowfall much too light to fully
replenish depleted underground and surface water reserves. The early and mild spring of
1990 only partially alleviated these difficulties except in those traditionally damp
European regions such as the northern and western areas of the British Isles. The more
variable weather which followed, with alternating warm and cool spells but still with
below normal rainfall, allowed an early harvest to be completed in good conditions.

Not surprisingly, this untypical weather had its effect on farming activity and on plant
growth and led to difficulties for autumn sowing, delayed germination but sustained
winter growth and intensified the lack of water for irrigation. Across such a widespread
and varied land-mass as the European Community, the repercussion of weather patterns
has, naturally, not been uniform and in many areas, despite the general lack of water,
conditions were eased by rain showers developing at opportune moments.

Nevertheless, it has to be said that many zones in Greece, Italy, Spain, central and
south-western France and central Germany were all seriously affected by exceptionally
dry weather which occasionally gave rise to concerns over water supplies for human
consumption. However, despite these difficulties, the area sown over the Community as
a whole has shown little change and average yields for autumn-sown crops are for the
most part higher than those achieved in 1989. On the other hand, spring-sown crops
and particularly maize have shown lower than average yields.

2. As regards area, only that for cereals has recorded an appreciable fall, of about
1400000 ha (or —4.3%). This has been partially offset by an increase of some
700 000 ha (+14%) in the area under oilseeds; a change largely explained by some
substitution of maize, a thirsty water user, by sunflowers, a crop much more able to
withstand dry conditions.

3. Later chapters in this report dealing with the economic situation and with
agricultural markets give more detailed information as regards crops, yields and
developments on the major markets.
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However, it is worth noting at this point that, based on current estimates, production
totals for a number of crop products have reached the maximum guaranteed quantities
(MGQs) provided for under the stabilizer system. Estimates for the 1990 harvest
indicate cereal production at about 160 million tonnes. 1990 production totals for
oilseeds and proteins have been established as follows: rapeseed S 876 million tonnes;
sunflower 3 958 million tonnes; peas and protein products 4833 million tonnes
(production eligible for aid) and soya 1 863 million tonnes.

Production of all livestock products increased in 1990. Wine output returned closer to
more normal levels following two below-average years. Quality also improved. Fruits
and vegetable crops were for the most part lower because of drought and olive-oil
production remained around the norm.

4. In general terms it could be said that, thanks to the steps taken over the past few
years to improve market balance, reasonably favourable conditions continued to exist
on the Community’s internal market for a number of products in the first half of the
year. Conditions, however, deteriorated to some extent in the second half with the beef
and sheepmeat sectors in particular being seriously affected. Furthermore, based on
current forecasts of production and consumption, there are no grounds whatsoever for
complacency. On the contrary, the outlook gives rise for concern. Whilst to some extent
due to temporary phenomena such as the Gulf crisis and increased activity with Eastern
Europe and to consumer reticence towards certain products, developments in the
Community’s livestock and cereals sectors are nevertheless ominous. The outlook on
world markets holds out little prospect of relief. Despite some run-down in stocks, there
is very little indication that world demand will increase to meet the growth in supply—a
record world grain harvest being a strong contributory factor here. Causing particular
anxiety for the Community are world wheat market prospects where, for example,
following continued reductions in set aside, a record US crop is combined with what are
expected to be reduced Soviet import requirements.






Il — The common agricultural policy in 1990

5. 1990 was primarily a year which saw a consolidation of the substantial CAP reforms
achieved since 1984; a continuous process of change, but which had been intensified over
the two years previous to that covered by this report, when substantial alterations were
made to the legislation regulating common market arrangements, to agricultural structures
policy and to the use of structural Funds. This year also saw considerable effort being put
into seeking solutions to the problems likely to face agriculture and rural society in the
future following the changes made to price support arrangements.

6. The paragraphs which follow describe how in 1990 the Community stuck closely to
the policy lines laid down in previous years. The result was the continued application of
quotas and stabilizers with consequent reductions in aid where prescribed by legislation, a
severe policy towards prices and intervention and the strict observation of budgetary
discipline. As regards structures, the necessary legislation for the use of the funds was put
in place and important decisions taken regarding intervention and regional programmes.

7. Whilst much was done, particularly in the areas of structures and of the harmoni-
zation of Community legislation, it was achieved against a background of waiting,
uncertainty and anticipation more marked than at any time in recent years; waiting for
the completion of the single market, waiting for the conclusions of the Uruguay Round
negotiations, uncertainty over the effects on Community agriculture of events in Central
and Eastern Europe, not least of German unification, but all coupled with the
underlying commitment to encourage economic development in rural areas.

8. The Community had already started some years ago to encourage its farmers to be
more aware of and to respond to market signals. Producers were also being affected
more directly by events on world markets and to recognize increasingly that, as in other
sectors of the economy, agriculture had become highly internationalized.

9. A policy of increased market orientation was to be encouraged rather than rejected
but it did carry with it the risks of upsetting the economic balance in some rural areas.
There was thus clearly a need, more pressing than at any time in the past, for
accompanying measures which would stimulate rural development and which could be
applied on both sides of the farmgate. The initiatives undertaken during 1990, be they
through income aids, through more flexible application of generally restrictive pricing
and intervention policies or through development programmes, were largely inspired by
these preoccupations over the future of the Community’s rural economy.
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Prices and market organization

10. On 27 April, the Council of Ministers reached agreement on agricultural prices
and connected measures for the 1990/91 marketing year. This was the second year
running that agreement had been reached as early as April. As is required by the Treaty,
the European Parliament and the Economic and Social Committee had been consulted
on the Commission’s proposals and they gave their respective opinions on 16 March
and 28 February.

The Council’s agreement which was very largely based on the Commission’s original
proposal was in line with a policy responsive to market signals and observant of
budgetary discipline. Very broadly the agreed package had three main themes:

(i) freezing in nominal terms of most institutional prices (except those for durum
wheat, some types of tobacco, lemons and red wine);

(i) strict application of stabilizers and of intervention measures better adapted to
market conditions;

(iii) green rate adjustments and the progressive elimination of monetary compensatory
amounts so as to arrive at their total elimination by 1992.

As in previous years, a price freeze accompanied by inflation meant a small drop in real
terms for producers but which was compensated, to a larger or smaller extent,
depending on the currency involved, by agri-monetary changes. Additionally, for some
products, continued application of the stabilizer system resulted in the automatic price
decreases provided for in Community legislation.

A tight price policy of this sort, even against the generally favourable economic
background brought about by low inflation rates and only modest increases in
production costs, can create some problems particularly for small farms.

11. It was with such holdings in mind that the decisions to reinforce the various
measures designed to help small producers were taken:

(i) the introduction of a premium of ECU 50 per hectare for the production of certain
cereals (millet, canary-seed and buckwheat) subject to a re-examination after two
years;

(i) the introduction of a per hectare premium for small arable farmers (i.e. 10 hectares
maximum). This premium could replace the current regime for small cereals
producers;

(iii) the extension of the suckler cow premium to holdings with a milk quota of less
than 60 000 kg and for a maximum of 10 cows;

(iv) the possibility for Member States to purchase milk quotas for redistribution to
small farmers in less-favoured areas;
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(v) the introduction of an aid of ECU 250 per hectare for the three marketing years
from 1989/90 to 1991/92 for small cotton producers;

(vi) the introduction of a special additional premium for sheep and goats in mountain-
ous and less-favoured areas.

12. Related measures adopted as part of the 1990 price-fixing exercise included those
mentioned above designed to assist small producers and those designed to improve the
efficiency of market measures in some sectors.

In September, the Commission proposed a two-year extension of the current market
arrangements in the sugar sector.

The Commission also made proposals to adapt the olive-oil regime including an
increase in consumption aid and a cut in the intervention price to take account of the
effects of Spanish and Portuguese accession.

Agri-monetary measures

13. The entry of the Italian lire into the group of currencies which are maintained
within a margin of 2.25% in relation to each other led, on 11 January 1990, to the
application, for the first time, of the arrangements for the automatic dismantling of gaps
created by monetary realignments.

The new negative monetary gaps created, however, were only for those currencies not
complying with the 2.25% differential. They were immediately reduced and a second
dismantling was carried out at the beginning of the 1990/91 marketing year.

For Spain, a change in the value of the ecu () reduced the existing positive MCAs.

Overall, the arrangements enabled the elimination of 1.4 points for the United
Kingdom, 3.6 to 4.1 points for Italy, 6.7 points for Portugal and 9.6 to 18.9 points for
Greece. At the time of the second dismantling, the prices fixed in ecus by the Council
for the 1990/91 marketing year were decreased by the Commission by 0.17 % to partly
offset the effect of converting positive monetary gaps into negative gaps.

14. The agri-monetary adjustments have had appreciable effects on prices expressed in
national currencies. They gave rise to increases in Greece (16% on average) and in
Portugal (6 %), reduction in Germany and the Netherlands (both about 2 %) but in the
case of the other Member States they have had a limited effect.

Council Decisions, adopted when the prices for the 1990/91 marketing year were fixed,
permitted the elimination of all monetary gaps for those Member States generally

(!) See paragraph 15.
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Price decisions in ecus for 1990/91

nge in Amount in
Product Ch;) %.e) ecu/t (%)
Cereals Intervention price:
Common wheat of breadmaking quality - 32 168.55
Maize - 32 168.55
Common wheat for fodder - 32 168.55
Barley, sorghum, rye - 32 160.13
Durum wheat - 6.8 235.96
Production aid for durum wheat (ecu/ha) + 7.64 171.14
Production aid for flint maize (ecu/ha) —19.49 124.79
Rice Intervention price for paddy rice - 02 313.65
Aid for Indica (ecu/ha) —16.67 250.00
Sugar Basic price for sugarbeet — 40.00
Intervention price for white sugar — 53.01
Olive ol Target price — 3220.10
Intervention price: — 2 158.70
Production aid — 708.30
Oilseeds Intervention price:
Rape —-15.3 406.90
Sunflower —18.7 533.80
Protein products Minimum price:
Peas -14.9 257.30
Field beans —159 238.30
Sweet lupins — 289.00
Soya — 488.60
Guide price:
Dried fodder — 178.92
Textiles fibres Guide price:
Flax seed — 553.20
Cotton — 958.60
Fixed-rate aid (per ha):
Flax — 374.36
Hemp — 339.42
Aid:
Hemp seed — 249.60
Aid (per box):
Silkworms — 111.81
Wine Guide price from —1.5 —
to +1.6
Tobacco Target prices for six varieties — —
Quality premium — —
Fresh fruit Basic price:
and vegetables (excluding oranges, mandarins, — -
clementines and satsumas) — —
Oranges, mandarins - 17 —
Clementines, satsumas, lemons - 30 —
Milk Target price - 3.6 268.10
Intervention price:
Butter — 2927.80
Skimmed-milk powder — 1724.30
Meat Intervention price:
Beef cattle - 03 3430.00
Basic price:
Sheepmeat Q) 4323.20
Pigmeat - 6.6 1 897.00

(') Taking into account the stabilizers which, depending on the sector, have an effect either on the intervention price or the production aid.

(?) Taking into account the automatic monetary dismantling of 0.17%.
(’) The stabilizer effect has not yet been calculated.
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Agri-monetary decisions
Agricultural marketing year 1990/91

Member State and Central Green rate . . Green rate Di ~
prf)lguc{ ca;;o?il;s nrtar:e (%;-een 1(91381/(}3?) . Dismantling “.10.21‘;90 @ ﬁ::gn

Belgique|Belgié¢/ Luxembourg

All products 48.2869 48.2869 0 48.5563 —0.56
Danmark 8.93007

All products 8.93007 0 8.97989 -0.56
Deutschland 2.34113

Cereals 2.37360 0 2.37360 0

Other products 2.34113 from 0.40 to 0.85 2.35418 -0.56
Ellada 229.922

Sheepmeat 224.589 —~ 3.74 | 231.754 —3.25

Pigmeat 226.524 — 1.86 | 234.167 0

Cereals, sugar, wine, tobacco 224,722 - 374 230.472 ~2.51

Olive oil 224.722 — 3.74| 232.153 —3.36

Eggs and poultrymeat 207.201 — 4.01 | 212.503 ~2.85

Other crop products 217.343 - 3.91| 222,905 —-2.71

Fishery 199.603 — 4.08] 206.395 —3.89

Structures 224.589 - 3.74| 230.337 —2.63

Other products 199.603 — 4.08 | 204.710 ~2.95
Esparia 144.690

Pigmeat 146.893 — 0.11| 146.105 0

Wine, olive oil 151.927 0.63| 151.927 0

Fruit & vegetables, oilseeds, rice 152.896 . 0 152.896 0

Flax, hemp, silk 151.927 0.63 | 151.927 0

Sheepmeat and goatmeat 152.756 0.36 | 152.756 0

Beaf/veal 155.786 0 155.786 0

Other animal products 154.794 0.62 ] 154.794 0

Cereals, cotton 154.213 0 154.213 0

Other crop products 153.498 0.45| 153.498 0
France 7.85183

All products 7.85183 from 0 to —2.00 7.89563 —0.56
Ireland 0.873900

All products 0.873900 from 0 to —2.00 0.878776 —0.56
Italia 1751.67

All products 1751.67 from 0 to —0.90 {1 761.45 —0.56
Nederland 2.63785

Cereals 2.66089 0 2.66089 0

All products 2.63785 0 2.65256 —0.56
Portugal 206.285

All products 206.902 - 0.95]| 208.676 —0.86
United Kingdom 0.810587

Beef/veal 0.795232 - 8.23 0.795232 0

Pigmeat 0.833205 —-10.31 0.794820 0

Sheepmeat 0.779553 -11.11 0.779553 0

Other animal products 0.779553 —10.75 0.779553 0

Other products 0.758185 - 6.76 0.758185 0

(1) ‘Green’ market rate at 1 July 1990. The MCAs are based on green market rates of the respective currencies.
(?) Dismantling for pigmeat and olive oil applied as from 1.11.1990; for sheepmeat and fishery as from the start of the 1990/91 marketing
year.
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Figure 4

complying with the EMS discipline except for the cereal sector in Germany and in the
Netherlands.

The gaps were considerably reduced for the other Member States (United Kingdom,
Spain, Greece and Portugal) but remain subject to exchange-rate fluctuations (see table
above). :

15. Finally, as regards agricultural structures, as a result of the application of the
common rules for the structural Funds, amounts financed by the EAGGF Guidance
Section will henceforth be paid in ecus.

On 6 October 1990 the entry of the pound sterling into the exchange-rate mechanism
(ERM) of the European Monetary System with a fluctuation margin of 6% was
effected.
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The result of this decision was a 0.56% revaluation of the ecu, creating a negative
monetary gap for old narrow-band currencies, which triggered the application of the
automatic dismantlement system.

For the floating currencies, new monetary gaps have to be calculated based on the
evolution of their market rates following the realignment of 5 January 1990. On that
basis new negative gaps were created for Greece and Portugal, whereas for Spain the
existing positive monetary gaps were reduced. Due to an appreciation in sterling’s
market rate after entry, negative monetary gaps for the United Kingdom were
reduced.

The new monetary gaps created were dismantled completely for the narrow-band
currencies as from 11 October 1990, whereas for the drachma and the escudo these gaps
are dismantled in three steps.

Rural development

16. 1990 saw the Council examining Commission proposals seeking to adjust, as part
of the reform of the structural Funds, the so-called Objective 5a measures (relating to
the adjustment of agricultural structures) which continue to be subject to Council
Decisions.

In December 1989 the Council adopted an initial series of provisions amending aid
measures designed to improve the efficiency of agricultural structures by encouraging
the following:

(i) diversification towards non-agricultural activities on holdings;
(ii)) more emphasis on protection of the environment and animals;
(iii) increased start-up aid to young farmers;

(iv) concentration of Community aid on small and medium-sized businesses in less-
favoured zones;

(v) strengthening of Community co-financing for zones whose development is lagging
behind and which are covered by Objective 1 of the reform of the structural
Funds.

17.  In March 1990, the Council adopted a new Community aid scheme for investments
in the processing and marketing of agricultural products. This new scheme replaced,
from 1 January 1990, that introduced by Regulation (EEC) No 355/77. It now applies
to agricultural products (Regulation (EEC) No 866/90) and forestry products (Regula-
tion (EEC) No 867/90). It provides for strengthened cooperation and partnership
between Member States and the Commission whereby the former submit sectoral plans
to the latter so that, after discussion, a Community support frameworks can be designed
which reflects both the priorities for intervention and available financial assistance.
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18. As regards the application of regional measures, the Commission approved in
October 1989 the Community support frameworks (1989-93) for the regions where
development is lagging behind as referred to in Objective 1 of the reform of the
structural Funds. These CSFs are the Community’s response to the needs expressed by
the regions involved in seven Member States.

19. With regard to the rural zones referred to in Objective 5b of the reform of the
structural Funds, the Commission, in June 1989, asked the nine Member States
concerned to submit their plans for rural development in these zones by the end of
1989.

20. In June 1990, the Commission was able to formally adopt 44 Community support
frameworks in response to the various requests which had been lodged. After this first
stage, the Member States drew up their operational programmes and submitted them to
the Commission for approval. This preparatory period is almost complete and
implementation of the regional development plans has now begun.

21. Reform of the structural Funds has led to a closer coordination of the activities of
the three Funds and, in certain cases, to an integration of their respective activities in
favour of rural development, diversification of agricultural production, development of
non-agricultural activities, training, promotion of small and medium-sized holdings and
the introduction of information technologies and new technologies in general.

22. In addition, in 1990 the Commission announced the adoption of a number of
Community initiatives which should have a significant impact on agriculture and the
rural economy in the various regions and zones. These are initiatives in favour of certain
peripheral zones or initiatives relating to more specific problems such as the environ-
ment or the transfer of technology in the agri-food sector. Special initiatives have also
been taken to inform the rural population, to stage events and activities and to provide
support to local management and development groups.

Agricultural income aid

23. Commission Regulations (EEC) Nos 3813/89 (1) and 1279/90 (?) laying down the
detailed rules for the application of the agricultural income aid system were adopted in
December 1989 and May 1990, respectively. It was, however, necessary to introduce
transitional measures upon the basis of which the Commission authorized certain
income aid measures for pig farmers in Belgium as well as for farmers in two German
regions (Baden Wiirttemberg and Rheinland Pfalz).

(1) OJ L 371, 20.12.1989, p. 17.
(®) OJ L 126, 16.5.1990, p. 20.
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The first draft income aid programme to be notified, and subsequently approved by the
Commission under the provisions of the aid policy, was for arable farmers in The
Netherlands. Under this programme farmers dependent for their incomes on the main
arable crops (cereals, oilseeds, rapeseed, field peas and starch potatoes) are eligible for
payments which offset at least part of the earnings lost due to CAP reform. The overall
cost of the programme is estimated to be some ECU 30 million (HFL 75 million) of
which the Community contribution will be ECU 4 million. Some 3 200 holdings are
expected to benefit.

The second such programme to be approved concerned farmers in general in France.
The programme covers the whole of France and aid may be granted to farmers
irrespective of their production specialities.

The Commission welcomes these developments in Community policy. They enable
support to be focused on producers with the lowest incomes. Under the income aid
policy none of the resources granted are diverted outside the agricultural sector nor are
they passed to farmers on higher income levels. For years the Commission has sought to
channel a greater proportion of support towards lower income farmers : the Netherlands
and French programmes of direct income aid boost progress in this direction. In the
autumn of 1990 the Commission was notified of two further draft income aid
programmes; one concerns olive-oil producers in southern Italy, the other farmers in
general in Baden Wiirttemberg.

Consumer interests

24. Having enjoyed for a considerable number of years the twin benefits of price
stability and assured food supply, the European consumer has more recently seen a fall
in the percentage of his income spent on food (see Table 3.7.1. of the statistical annex).
Furthermore, where there have been increases in food prices, these have been at a rate
considerably below that of inflation.

Whilst the percentage of household expenditure devoted to foodstuffs, beverages and
tobacco is still relatively high in some Member States, the average over the Community
as a whole is 21.6 % with Belgium, Germany, France, The Netherlands and the United
Kingdom all being below this figure. Denmark, Italy and Luxembourg join those below
the average when expenditure on foodstuffs only is compared.

25. The substantial and gradual progress achieved in the field of harmonization of
legislation since the entry into force of the Treaty of Rome has been greatly intensified
recently as realization of the single market approaches. Recent developments have paid
particular attention to improving the information available to the consumer regarding
the identification and quality of products. In fact, particular emphasis is being placed
currently on a quality programme, details of which are described below.
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26. Consumers’ broader interests are also increasingly reflected in decisions touching
on the environment, on forests, preserving the countryside and on rural development
generally.

27. The progress achieved in recent years in returning to a healthier balance on
agricultural markets coupled with a reduction in intervention stocks has meant that
special sales measures to targeted recipients have declined. Nevertheless, the Commis-
sion has maintained its food aid programme for the most needy and during 1990 food
continued to be distributed through designated associations, as illustrated in the table
below.

Amount Quantities in tonnes
country mition ECy | Common | Dunum | gy Beet Olve

Belgique/Belgié 2.22 1000 750
Danmark 1.18 40 318
BR Deutschland 12.08 3875
Ellada 11.53 2795
Espafia 31.67 17 250 4 600 2875 3450 4025
France 25.52 4 500 8 000 2700 3800
Ireland 3.83 50 1450
Italia 2245 9 000 1 000 6200 1 000
Luxembourg 0.11 18 20 17
Nederland 2.70 269 538
Portugal 8.80 750 550 375 1725 725
United Kingdom 22.90 4075 2975

Total 145.00 23518 22150 15279 24018 5750

Source: Commission Decision 90/17/EEC of 22 December 1989.

Promotion and safeguarding of quality

28. The immense and growing diversity of food products available in the European
Community, their often incomplete description and the wide differences in national
legislation frequently give rise to considerable confusion and perplexity in the mind of
the consumer. It is sometimes difficult for the shopper to exercise an informed choice as
to the quality and ingredients of products, to have reassurances as to their safety and
wholesomeness or even to be enlightened as to their geographical origin.

29. With the threefold aim of improving the information available to the consumer, of
facilitating the free circulation of goods throughout a single market and of stimulating
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growth in the value added to agricultural products, the Commission has for some years
favoured initiatives aimed at the quality of farm products. Amongst them, three types of
initiative merit particular attention:

(i) the establishment of rules governing claims made for various properties, such as
organic, natural, etc.;

(ii) the introduction of minimum standards guaranteeing the composition, grading and
description of food mixtures;

(iii) the respect of descriptions as to origin and certification of the identity of food
products.

30. During 1990 wide-ranging work and a number of studies were undertaken to find
the most suitable alternatives for implementing a policy of quality improvement. In
addition, legislation defining organic production methods for agricultural products and
foodstuffs and their presentation on the market was examined by both the Parliament
and Council. For its part, the Commission tabled proposals seeking to establish
Community-wide recognition of the geographic descriptions of products, in addition to
proposals regarding the description given to mixtures of oils and fats and for the
composition and description of meat-based products.

Action aimed at the improvement and recognition of quality in food and agricultural
products not only benefits the consumer but can often help maintain economic
activity—sometimes of a traditional nature—in many regions of the Community.
Indeed, in helping to maintain and stimulate economic activity in the countryside,
quality initiatives have a very positive role to play in the overall policy of rural
development.

Completion of the single market

31. The gradual process of harmonizing national legislation which was started some 30
years ago has seen a pronounced intensification and acceleration over the past few years
with the successful realization of a single market as its goal.

As far as the agricultural sector is concerned, every one of the proposals outlined in the
Commission’s White Paper of 1985 has now been submitted to the Council and many
have been adopted. A list showing proposals made and decisions taken is to be found in
the Annex to this chapter. This covers the fields of veterinary, animal health, animal
feedingstuffs, zootechnical, plant protection products and plant health legislation and
measures for the quality improvement of seeds and other propagating materials of
plants as well as measures for the control of seed plants. The overriding objective
behind all these measures remains the greater freedom of movement of products within
a single market, but without risk to the consumer, largely achieved through the
substitution of frontier controls by those made at the place of origin.
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32. In the sensitive area of animal health policy and particularly that relating to the
movement of live animals and meat, the Community has enlarged the list of regions
recognized as free of swine fever (!) and of particular importance to the realization of
the single market, has adopted a directive on veterinary controls on intra-Community
trade in live animals. Action had to be taken against some outbreaks of classical swine
fever in Belgium (?) and bovine spongiform encephalopathy in the United King-
dom. (3)

With regard to animal feedingstuffs the Commission’s services continued the manage-
ment of those elements necessary to maintain or enhance animal productivity and the
quality of edible products. ()

In the field of public health, standards for administering somatotrophin were estab-
lished. (%)

33. In addition, the Council adopted in October a resolution on measures to be taken
in the veterinary field with a view to the completion of the single market. This
resolution details the orientations which have emerged following the examination of a
memorandum presented to the Council in 1989 by the Italian Government concerning
the measures to be taken. It underlines the necessity to strengthen, by 1993, the
structures and staffing of the veterinary services of the Community and the Member
States. It proposes the setting up of a Community veterinary structure aimed at
grouping together all the inspection tasks of the Commission and also the establishment
of ‘crisis centres’ at both Community and Member States level.

34. The Commission’s veterinary inspection service continued to carry out inspections
of establishments both inside and outside the Community. Those inside the Community
were based on a sample, which it is recommended should be extended in the near future.

(') OJ L 43, 17.2.1990, p. 32.
() OJ L 39, 13.2.1990, p. 25.
0J L 90, 5.4.1990, p. 26.
OJ L 101, 21.4.1990, p. 33.
OJ L 128, 18.5.1990, p. 17.
OJ L 143, 6.6.1990, p. 10.
OJ L 160, 26.6.1990, p. 49.
0J L 173, 6.7.1990, p. 50.
0J L 215, 10.8.1990, p. 9.
0J L 220, 15.8.1990, p. 43.
OJ L 244, 7.9.1990, p. 32.
() OJ L 41, 15.2.1990, p. 23.
0J L 76, 22.3.1990, p. 23.
OJ L 105, 25.4.1990, p. 24.
0J L 146, 9.6.1990, p. 29.
(%) OJ L 67, 15.3.1990, p. 44.
OJ L 106, 26.4.1990, p. 30.
0J L 113, 4.5.1990, p. 39.
0J L 209, 8.8.1990, p. 25.
0J L 227, 21.8.1990, p. 23.
(%) OJ L 116, 8.5.1990, p. 27.
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During 1990, the Commission’s veterinary inspection services continued to closely
monitor the animal health situation in third countries. (1)

35.  The Commission also continued to monitor observation of rules regarding residues
and of the ban on the use of hormones for fattening purposes both in third countries (2)
and Member States. An exhaustive enquiry has been mounted by the Commission in all
Member States. This inquiry should be completed by December 1991.

36. Further steps towards the completion of the single market in the areas of plant
health, seeds and propagating material, plant breeders’ rights and animal feedingstuffs
were taken by both the Commission and the Council during 1990. As can be seen from
the Annex, the Commission sent to the Council three proposals for Regulations on the
marketing of various seeds and plants, two proposals for Directives on protective
measures against the introduction into the Member States of organisms harmful to
plants or plant products and a further proposal for a Regulation on a Community
system of plant variety rights. The Council itself adopted amendments to Directive
77/93/EEC concerning harmful organisms through which it approved the principle of
the complete phasing out of plant health import checks and to Directive 79/117/EEC
concerning the prohibition of plant protection products, as well as a Directive on
pesticide residues and another amending Directive 79/373/EEC concerning the market-
ing of compound feedingstuffs for animals.

37.  Of no less importance to the realization of a single market than the harmonization
of rules is the problem of national State aids. (3) This is as true for agriculture as it is for
other sectors of economic activity.

The point made in last year’s report regarding the double challenge facing the
Commission in this crucial area needs to be re-emphasized this year. The Commission
must aim to be both dynamic and rigorous in its implementation of Community
competition policy as regards aid schemes for agriculture. More specifically it must:

(i) ensure that the reform of the common agricultural policy, which has now been
under way for a number of years and which is an integral element in achieving the
single market, should be pursued to completion but with attention always being
paid to market conditions. As a result, the Commission cannot permit national aids
to impact negatively on this development;

(") Decision 90/90/EEC, OJ L 61, 10.3.1990, p. 21.
Decision 90/58/EEC, OJ L 40, 14.2.1990, p. 15.
Decision 90/156/EEC, OJ L 89, 4.4.1990, p. 13.
Decision 90/171/EEC, OJ L 93, 10.4.1990, p. 40.
Decision 90/445/EEC, OJ L 228, 22.8.1990, p. 28.

(?) Decision 90/152/EEC, OJ L 81, 28.3.1990, p. 40.
Decision 90/338/EEC, OJ L 162, 28.6.1990, p. 42.
Decision 90/135/EEC, OJ L 76, 22.3.1990, p. 24.
Decision 90/164/EEC, OJ L 91, 6.4.1990, p. 32.
Decision 90/262/EEC, OJ L 149, 13.6.1990, p. 22.

(%) See the chapter on agriculture in the Commission’s annual report on competition policy.
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(i) not slacken its efforts to protect farm incomes whilst at the same time ensuring that
agricultural production both satisfies market demand, as far as possible, and yet is
maintained in sympathy with its rural and natural environment.

38. Tt is clear that as this process of closer integration advances, competition between
Member States will intensify. This brings with it the very real risk that under the
increasing pressure of events some may find themselves unable to resist the temptation
to boost the volume of aid granted to certain types of farming where performance is
often satisfactory. It is the Commission’s duty therefore to remain extremely vigilant
and to closely scrutinize activity in this area.

In the fields of markets, structure and the income of certain types of producers, the
Council has already achieved an impressive level of harmonization, and competition
policy is applied in these areas in conformity with adopted guidelines.

39. However, the Commission must also concentrate on two other important areas not
covered by Council regulations:

(i) first, an active competition policy in the agricultural processing and marketing
sectors; and

(i) second, the progressive elimination of all national aid schemes which have an effect
equivalent to customs barriers or any other form of protectionism.

In following this policy, the Commission has approved aid schemes designed to protect
the environment but which are ineligible for Community funding, in addition to plant
health measures, research and compensation for natural disasters.

40. On the other hand the Commission commenced proceedings under Article 93(2) of
the Treaty in respect of 13 national aids in six Member States (one each in Belgium,
Germany and The Netherlands, three in Spain and France and four in Italy). Q)

It also took a final negative decision in respect of the sugar industry in Belgium.

ANNEX TO CHAPTER 1I

Proposals transmitted to the Council in 1990

1. Animal health

Proposal for a Council Directive amending Directive 74/63/EEC on the fixing of
maximum permitted levels for undesirable substances and products in feedingstuffs
OJ C 210, 23.8.1990, p. 5

() See also the 10th report of the Commission on competition policy.
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Proposal for a Council Regulation concerning the animal health conditions governing
the placing on the market of animals and aquaculture products
OJ C 84, 2.4.1990, p. 42

Proposal for a Council Regulation laying down animal health requirements for the
placing on the market in the Community of animals and products of animal origin not
covered in this respect by specific Community rules

0J C 84, 2.4.1990, p. 102

2. Public health

Proposal for a Council Regulation laying down health rules for the production and
placing on the market of fresh meat
OJ C 84, 2.4.1990, p. 8

Proposal for a Council Regulation laying down the health rules for the production and
placing on the market of meat products
0OJ C 84, 2.4.1990, p. 89

Proposal for a Council Regulation laying down the health rules for the production and
placing on the market of minced meat, meat preparations and comminuted meat for
industrial use

OJ C 84, 2.4.1990, p. 120

Proposal for a Council Regulation laying down health rules for the production and
placing on the market of fresh poultrymeat
OJ C 84, 2.4.1990, p. 71

Proposal for a Council Regulation laying down the health conditions for the production
and the placing on the market of live bivalve molluscs
OJ C 84, 2.4.1990, p. 29

Proposal for a Council Regulation laying down the health conditions for the production
and the placing on the market of fishery products
OJ C 84, 2.4.1990, p. 58

Proposal for a Council Regulation laying down the health rules for the production and
placing on the market of raw milk, of milk for the manufacture of milk-based products
and of milk-based products

0J C 84, 2.4.1990, p. 112

Proposal for a Council Regulation adopting health rules for the production and placing
on the market of heat-treated drinking milk
0OJ C 84, 2.4.1990, p. 130

Proposal for a Council Decision on the conditions for granting temporary and limited
derogations from specific Community health rules on the production and marketing of
products of animal origin
0OJ C 84, 2.4.1990, p. 100
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3. Plant health and seeds

Proposal for a Council Regulation on the marketing of young plants and propagating
material other than seeds, of vegetables
0J C 46, 27.2.1990, p. 4

Proposal for a Council Regulation on the marketing of ornamental plant propagating
material and ornamental plants
0J C 52, 3.3.1990, p. 16

Proposal for a Council Regulation on the marketing of fruit plant propagating material
and fruit plants intended for fruit production
0J C 54, 6.3.1990, p. §

Proposal for a Council Directive amending Directive 77/93/EEC on protective measures
against the introduction into the Member States of organisms harmful to plants or plant
products

OJ C 29, 8.2.1990, p. 10

Proposal for a Council Directive amending Directive 77/93/EEC on protective measures
against the introduction into the Member States of organisms harmful to plants or plant
products

0OJ C 31, 9.2.1990, p. 8

Proposal for a Council Regulation on Community plant variety rights
OJ C 244, 28.9.1990, p. 1

Measures taken by the Council in 1990

1. Veterinary field

Decision 90/217/EEC of 25 April 1990 on financial aid from the Community for the
eradication of African swine fever in Sardinia
OJ L 116, 8.5.1990, p. 24

Decision 90/242/EEC of 21 May 1990 introducing a Community financial measure for
the eradication of brucellosis in sheep and goats
OJ L 140, 1.6.1990, p. 123

Decision 90/424/EEC of 26 June 1990 on expenditure in the veterinary field
OJ L 224, 18.8.1990, p. 19

Decision 90/63/EEC of 12 February 1990 amending, for the fourth time, Decision
88/303/EEC recognizing certain parts of the territory of the Community as being either
officially swine-fever free or swine-fever free

OJ L 43, 17.2.1990, p. 32

Directive 90/423/EEC of 26 June 1990 amending Directive 85/511/EEC introducing
Community measures for the control of foot-and-mouth disease, Directive 64/432/EEC
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on animal health problems affecting intra-Community trade in bovine animals and
swine and Directive 72/462/EEC on health and veterinary inspection problems upon
importation of bovine animals and swine and fresh meat or meat products from third
countries

OJ L 224, 18.8.1990, p. 13

Directive 90/422/EEC of 26 June 1990 amending Directive 64/432/EEC as regards
enzootic bovine leukosis
OJ L 224, 18.8.1990, p. 9

Directive 90/426/EEC of 26 June 1990 on animal health conditions governing the
movement and import from third countries of equidae
OJ L 224, 18.8.90, p. 42

Directive 90/429/EEC of 26 June 1990 laying down the animal health requirements
applicable to intra-Community trade in and imports of semen of domestic animals of
the porcine species

OJ L 224, 18.8.1990, p. 62

2. Zootechnical field

Directive 90/118/EEC of 5 March 1990 on the acceptance of pure-bred breeding pigs for
breeding
OJ L 71, 17.3.1990, p. 34

Directive 90/119/EEC of 5 March 1990 on the acceptance of hybrid breeding pigs for
breeding
OJ L 71, 17.3.1990, p. 36

Directive 90/427/EEC of 26 June 1990 on the zootechnical and genealogical conditions
governing intra-Community trade in equidae
OJ L 224, 18.8.1990, p. 55

Directive 90/428/EEC of 26 June 1990 on trade in equidae intended for competitions
and laying down the conditions for participation therein
OJ L 224, 18.8.90, p. 60

3. Veterinary and zootechnical controls (completing the internal market)

Directive 90/425/EEC of 26 June 1990 concerning veterinary and zootechnical checks
applicable in intra-Community trade in certain live animals and products with a view to
the completion of the internal market

OJ L 224, 18.8.1990, p. 29

4. Public health

Decision 90/218/EEC of 25 April 1990 concerning the administration of Bovine
Somatotrophin (BST)
OJ L 116, 8.5.1990, p. 27
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5. Plant health and seeds

Directive 90/168/EEC of 26 March 1990 amending Directive 77/93/EEC concerning
protective measures against the introduction into the Member States of organisms
harmful to vegetables or vegetable products

OJ L 92, 7.4.1990, p. 49

Directive 90/533/EEC of 15 October 1990 amending the Annex to Directive 79/117/EEC
prohibiting the placing on the market and use of plant protection products containing

certain active substances
OJ L 296, 27.10.1990, p. 63

Council Directive 90/642/EEC of 27 November 1990 on the fixing of maximum levels
for pesticide residues in and on certain products of plant origin, including fruit and
vegetables

0J L 350, 14.12.1990, p. 71

6. Animal feedingstuffs

Directive 90/44/EEC of 22 January 1990 amending Directive 79/373/EEC on the
marketing of compound feedingstuffs for animals
OJ L 27, 31.1.1990, p. 35



Il — Economic situation and farm incomes

The situation in 1990

41. Whilst climatic cbnditions in 1990, 1989 and 1988 possessed strong similarities in
that all were marked by a lack of rainfall, they also showed some differences,
particularly as regards rainfall distribution.

The effect on yields per hectare varied considerably depending on the crop involved.
For example, the average sugar yield from those areas producing beets was the highest
ever known in the Community, and vines recorded normal yields after two years of
being lower than normal. Maize yields on the other hand, whether harvested as grain or
for forage, were much lower than those experienced in previous years.

42. The general trend in the reduction of cultivated acreage and substitutions between
crops, evident in recent years, continued. Particularly noticeable was an increase in the
areas under sugar beet and oilseeds, especially sunflower and a matching decrease in
total cereals acreage which included a small drop for wheat. However, in 1990, after two
years of the set-aside programme, arable land withdrawn from production represented
only 2% of acreage under cereals.

43. In the animal sector there was a marked slowing in the rate of reduction of the
dairy herd and an increase in the number of all animals raised for meat production.

Health concerns caused serious worries in the animal sector. Salmonella was the cause
in the poultry sector and an outbreak of bovine spongiform encephalopathy—or ‘mad
cow’ disease—in the United Kingdom created serious problems on the beef market. The
threat was met by slaughtering and by the destruction of animals on a wide scale and by
the strict application of Community rules to trade. Swine fever in Belgium caused
similar measures to be taken in the pig sector.

44. 1990 was also a year which witnessed a deterioration in the situation on world
markets. Large harvests were recorded in most of the world’s temperate zones with total
wheat production increasing by an estimated 8.5%. This tended to depress world
markets; a development that was amplified by a fall in the value of the US dollar and
which was further aggravated by the Gulf crisis. The value of the dollar, expressed in
ecus fell by 20% between the summer of 1989, when USD 100 traded at ECU 95 to
around ECU 75 during the last quarter of 1990. It thus became more difficult and,
because of larger refunds, more expensive to export Community farm products.
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Production and institutional prices

45. Chapter IV gives detailed information on the various markets. This section of the
report attempts to describe the major production trends in 1990 as far as was possible at
the time at which it was completed.

With the exception of cereals, crop production in 1990 showed an increase in volume
terms over 1989. A drop in maize production brought about by a reduction in both
acreage and yields was the major cause for the cereals decline. Harvested quantities for
other grains were close to those for the preceding marketing year with some small
increases. For wheat there was a higher yield on a smaller acreage. Estimates of total
production are very close to the MGQ of 160 million tonnes.

Oilseed production expanded substantially due almost entirely to an increase in acreage.
Rapeseed production in particular rose and is expected to reach 5.9 million tonnes.
Sunflower and soya production also expanded to around 4 and 1.9 million tonnes
respectively. This means that once again MGQs have been breached.

Sugar production is expected to reach its highest level since 1981/82 at around
14.8 million tonnes whilst wine production in 1990 returned to a figure closer to the
average.

46. On the animal product side, production was also up. Milk deliveries exceeded
quotas by about 500 000 tonnes which, bearing in mind the increase in quotas of
1 million tonnes decided in December 1989, demonstrates that production is on the
increase once again. In the beef sector, production increased by 3% in 1990 to reach
about 7.7 million tonnes which led to sales into intervention and to a worrying rise in
stocks. Sheepmeat production continued its upward trend to exceed 1.1 million tonnes
and that of pigmeat also rose to reach 13.2 million tonnes.

47. Institutional prices in 1990 were the result of both the Council’s decision taken in
April and, equally important, the automatic application of stabilizers. Compared with
1989/90, the prices fixed by the Council represented a freeze in ecus for most products
but an increase of 1.56% in national currency terms. However, the automatic
application of the stabilizer mechanism led to a 3% cut in the cereals intervention price
following the overshooting of the maximum guaranteed quantity in 1989/90. It also led
to substantial reductions in the oilseed sector.

Farmgate prices
48. In general, prices received by producers in 1990 tended to reflect market

conditions. The two previous years had seen an improvement in the general level of
prices received, of 2% in 1988 and 7.3% in 1989. The livestock sector was largely
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responsible for these improvements, and in particular pigmeat, which registered
+21.8% in 1989. A substantial increase of 18.5% was also noted in the wine sector.

In 1990, however, the forecast trend for producer prices appears to be below that for the
consumer price index. Prices have weakened particularly in the second half of the year
due to the effect of several phenomena.

For cereals, the marketing year started on 1 July with the buying-in price automatically
cut by 3% following the previous year’s overshoot of the MGQ and a heavy carry-over
stock (26 million tonnes) hanging over the market.

Oilseed protein prices weakened as a result of increased supplies and of the automatic
reduction in institutional prices following the MGQ overrun. Compared with 1989 the
intervention purchase price and/or minimum price fell by 14 to 18 % for rapeseed, peas
and field beans, sunflower seed and soya. The price of C sugar, in other words the
world market price, fell substantially after holding up well in 1989, resulting in a
reduction in the value of production beyond quota.

49. As for animal production, prices to farmers were, in general, lower than those
obtaining in 1989. In the milk sector production rose following the allocation of
supplementary quotas which in its turn led to increases in butter output (+4 %) and of
milk powder (+20%). The milk price was lower than in 1989 but with some variations
as between Member States. In the meat sector sheepmeat prices fell as did those for
beef, with stocks rising rapidly and depressing the market.

The differences in farmgate prices are shown by Member State in the table below. 1990
figures are estimates.

Changes in (nominal) farmgate prices
of agricultural products in 1989 and 1990

% change 1989/88 % change 1990/89 (1)
Crop Livestock All agricultural Crop Livestock All agricultural
products products products products products products
Belgique/Belgié 83 14.1 12.1 0.5 -10.0 - 6.7
Danmark 2.1 10.4 7.7 -13 3.1 1.8
BR Deutschland 1.6 11.7 8.8 —1.5 - 438 - 38
Ellada 17.7 17.7 17.7 209 20.6 20.8
Espafia 4.6 10.9 7.3 53 - 6.0 0.3
France 83 73 79 3.6 - 3.1 0.2
Ireland 7.1 4.8 5.1 -73 -11.9 -11.2
Italia 57 8.9 7.1 42 1.2 2.9
Luxembourg —-2.7 12.3 9.7 —1.1 -~ 24 -23
Nederland 4.1 11.4 8.9 —0.5 - 83 - 59
Portugal n.d. n.d. n.d. n.d. n.d. n.d.
United Kingdom 6.7 8.2 7.7 6.4 0.3 2.5
EUR 11 (3 7.2 9.9 8.6 5.8 - 22 1.6

Source : Eurostat.
(1) Forecast.
(3 Excluding Portugal.
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Deflated (') index of farmgate prices
for agricultural products (all products)
(Base 1985 = 100)

1985 1986 1987 1988 1989 1990 (3
Belgique/Belgié 100 93.3 89.5 88.1 95.8 86.1
Danmark 100 93.0 86.4 83.7 86.0 85.2
BR Deutschland 100 94.4 92.3 90.4 95.8 89.6
Ellada 100 92.1 88.2 87.2 90.3 90.5
Espaiia 100 99.8 92.5 90.6 91.0 85.4
France 100 97.8 9.2 90.1 93.7 90.7
Ireland 100 95.8 96.7 104.5 105.5 90.7
Italia 100 98.2 93.2 90.6 91.3 88.5
Luxembourg 100 100.6 101.6 102.8 109.0 102.9
Nederland 100 93.3 92.0 92.6 99.7 91.6
Portugal n.d. n.d. n.d. nd. nd. n.d.
United Kingdom 100 98.9 96.8 91.9 91.8 88.0
EUR 11 (3) 100 96.9 92.6 90.6 93.2 88.9

Source : Eurostat.

(1) Deflator: consumer price index.
(?) Forecasts.

(®) Excluding Portugal.

Input prices

50. Production costs tended downwards following a fall in real terms in the price index
for inputs. This was particularly so in the case of feedingstuffs with favourable producer
price/feed price ratios resulting, particularly for pigmeat. However, the general decline
in costs was reversed in the second half of the year firstly by the much greater need for
irrigation and other measures taken to counter drought and secondly by the effects of
the rise in oil prices which had an immediate and inflationary effect on energy costs and
a delayed one on fertilizers. '

The following tables show the changes in input prices.
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Changes in (nominal) prices of inputs in 1988 and 1989
Total intermediate consumption

1989/88 1990/89 (1)

con;rutx)lt::)ltion Feed Energy cons'll-.lor:la}l)ltion Feed Energy
Belgique/Belgié 33 23 11.4 -2.7 —6.0 L5
Danmark 39 4.6 13.5 1.7 —-2.9 20.5
BR Deutschland 57 3.0 124 0.6 -7.1 15.0
Ellada 11.5 18.6 1.5 17.8 119 329
Espaiia 1.0 —-0.6 2.3 1.7 -1.7 7.6
France 43 4.8 9.4 0.2 —-64 4.5
Ireland 5.4 6.8 6.3 0.5 -1.0 3.6
Italia 4.9 43 6.7 14 -0.5 30.2
Luxembourg 32 2.8 2.7 1.9 -1.0 22
Nederland 3.7 53 2.3 —4.38 —-6.6 18.0
Portugal n.d. n.d. n.d. n.d. n.d. nd.
United Kingdom 5.5 5.4 6.0 34 1.6 10.6
EUR 11 (» 4.6 42 6.8 1.6 -23 14.6
Source : Eurostat.
(Y Forecasts.
(%) Excluding Portugal.

Deflated index (') of input prices
Total intermediate consumption
(Base 1985 = 100)
1985 1986 1987 1988 1989 1990 (3

Belgique/Belgié 100 93.1 86.7 87.8 88.0 82.4
Danmark 100 91.2 84.4 84.7 84.0 83.1
BR Deutschland 100 92.3 87.1 86.9 89.4 87.5
Ellada 100 95.5 89.2 84.6 82.3 81.1
Espaiia 100 96.1 92.0 88.7 84.1 79.9
France 100 93.7 89.2 88.5 89.0 86.2
Ireland 100 92.7 85.7 86.1 87.2 85.0
Italia 100 94.0 90.1 88.6 87.5 83.6
Luxembourg 100 96.0 91.3 90.6 90.6 89.2
Nederland 100 91.0 84.1 85.5 87.8 81.5
Portugal n.d. n.d. n.d. n.d. nd. n.d.
United Kingdom 100 95.1 91.7 91.4 89.5 86.4
EUR 11 (%) 100 93.7 88.9 88.1 87.7 84.4

Source : Eurostat.

(1) Deflator: consumer price index.
(%) Forecasts.

(3 Excluding Portugal.
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Net value added ' per person employed
in agriculture 2
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Source: Eurostat — Sectoral income index analysis.

1 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 5
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Figure 6
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Trends in farm incomes

Short-term trends in farm incomes

51. Relative changes in farmgate prices and intermediate producer prices largely
determine movements in gross margins. The improvement noted in 1989 was not
maintained in 1990. The unitary return defined as the net value added per hectare or per
head of livestock worsened in almost all sectors in real terms. First estimates based on
SPEL model (1) suggest that the unitary return for sugar beet dropped in real terms by
about 5% as compared with 1989. Elsewhere the decline for cereals continued (— 11 %),
and oilseeds experienced a substantial fall of about 20 % after the increase recorded in 1989.

As for animal products, substantial falls were recorded in all sectors. Particularly
marked were beef (—23%), sheepmeat (—11%) and milk production (—12%).

Consequently, although precise details are not yet available, earned income from
farming tended to decrease in 1990, compared to 1989. As mentioned above, the level of
farmgate prices is the main cause of this decline. Nevertheless, this situation must be
seen in the light of the marked increase in 1989 (+9.5% as against 1988). A
multiannual analysis is therefore a better basis for the appreciation of income trends.
On such a basis, the three-year average for 1988 to 1990 shows estimated incomes to be
well above the preceding period, 1985 to 1987, by 7% in real terms.

52. When considering farmers’ incomes it is perhaps useful to emphasize the limita-
tions of the factors taken into consideration. They cover income from agriculture only
and exclude all other sources of revenue such as return on capital, salaries, etc. despite
the fact that these can considerably increase the purchasing power of farm households.
In this regard, it should be borne in mind that almost a third of farmers have off-farm
employment. Moreover, the indicator normally used—that of net value added at factor
cost per work unit—is more by way of being a measurement of productivity rather than
of income. It differs from the concept of income available from farming in a number of
ways in that it takes account of various costs (e.g. depreciation) some of which are
difficult to evaluate (e.g. taxation).

Farm incomes over the past 10 years
53. Bearing in mind the observations made above, it is possible to draw some
conclusions on the changes in farm incomes during the 1980s by using what remains—in

statistical terms—the most reliable macro-economic indicator—that of net value added
at factor cost per annual work unit. Ignoring both annual variations and those between

(") Sectoral production and income model for the European agriculture sector.
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Member States (see figure on p. 37) the general trend over the decade started with a
pronounced improvement (+15% in real terms between 1980 and 1982) followed by a
standstill for several years to finish with an improvement.

Overall, the indicator rose by 11% in real terms over 10 years. For this exercise
comparisons are based on three-year averages (centred on 1978 and 1988 for EUR 11).
It is broadly equivalent to +1.1% per year. This result should be seen in the context of
major events during the period.

Internationally, there were wide variations both in the value of the dollar and on world
markets for farm products. Any repercussion of these movements on farm incomes was
minimal. Inside the Community, the imbalance on agricultural markets worsened and
substantial reforms of the CAP were put in place. Furthermore, the Community was
expanded by the accession of three new Mediterranean Member States.

Finally, the pace of decline in the numbers employed in agriculture (as measured in
annual labour units) slowed down.

54. These general observations, however, should not be aliowed to hide the fact that
the Community’s agricultural sector is made up of a very large number of individual
farms—about 8 million in 1990—nor of the very wide variations between them. Over
the Community as a whole, the 20 % most efficient farms produce a value added per
annual work unit which is twice the average GDP per head, but for the least efficient
20% the same measure shows output less than the average GDP. This wide variation
can be explained by a number of factors, amongst which size and location of farm and
type of crops grown are generally considered to be amongst the most important.

Regional differences

55. The accompanying maps clearly illustrate the wide variations across the Commun-
ity as regards two different measures of productivity—that derived from the net value
added per annual work unit and that derived from the net value added per hectare of
utilized agricultural area. In both cases, calculations are based on three-year averages
centred on 1987.

The striking differences observed on both maps are not entirely due to geographical
differences but also to such factors as size of holdings, type of production and the
degree of intensity. This latter conception is a measure of the degree to which the land,
capital, family and paid labour are utilized. At the same time, the description ‘intensive
holding’ is generally taken to mean those holdings which use little land but make much
use of other factors such as fertilizers, etc. Consequently, it is those regions where such
crops as vegetables or flowers are grown and where there is the possibility of more than
one crop per year, or where intensive husbandry is practised that appear on the map as
having a higher net value added per hectare. On the other hand, southern regions and
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Ireland use less by way of inputs but tend to be labour intensive. As a result, they show
up on the map with rather low net value added utilized agricultural area ratios.

Overall, it is the central areas of the Community—particularly Belgium and the
Netherlands which tend to have a combination of relatively high productivity rates
under both measures and the periphery which has few regions with high rates in one or
other category and none in both.

Incomes by type of farming

56. Article 39 of the Treaty of Rome refers to the objectives of ‘ensuring a fair
standard of living’ and ‘increasing the individual earnings of persons engaged in
agriculture’. To monitor farm incomes, the Commission established the farm accoun-
tancy data network (FADN) which contains detailed information on the output, costs
and incomes of about 57 000 farms throughout the Community.

The FADN field of observation consists of commercial farms, which are defined as
agricultural holdings exceeding a certain size threshold measured in European size units
(ESU). This threshold differs among Member States in order to reflect their different
economic situations.

Commercial agricultural holdings are not, however, a homogeneous group of farms.
There are large differences among them, in particular regarding type of farming. Each
type has its own technical characteristics which are reflected in the FADN data.

Figure 9 gives data for 1988/89 for total output and costs for all farms in the
Community and for the nine main types of farming. The types of farming have been
ranked according to farm net value added per annual work unit (FNVA/AWU), which
is an indicator of agricultural income. It remunerates family and hired labour, own and
borrowed capital and the management of the holding.

In terms of total output/ AWU, pig and poultry farms rank highest. Total output/ AWU
of this type of farming is more than three times that of all types of farming. It is more
than twice that of dairy farms which rank second.

Compared to the relatively high variation in total output/AWU among farm types, the
variation in FNVA/AWU is less. The range is from ECU 7000 for farms growing
permanent crops to about ECU 18000 for pig and poultry farms. The average
FNVA/AWU for all types of farming is about ECU 10 500. Thus, the types of farming
‘Pigs and poultry’, ‘Dairying’, ‘Horticulture’, ‘ Vineyards’, and ‘Mixed’ have a level of
FNVA/AWU higher than the average, whereas the types ‘Cereals’, ‘ Grazing livestock’,
‘General cropping’, and ‘Other permanent crops’ have a level below the average.

Income differences, however, are only partly explained by the technical characteristics of
the different types of farming. Figure 9 shows that specific costs depend on the volume
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of output (almost 70 % of the total output of pig and poultry farms comprises specific
costs, compared to only 15% for ‘permanent crops’). Correspondingly, FNVA/AWU
as a proportion of total output/AWU ranges from 18 % for pig and poultry farmers to
59% for farms growing permanent crops.

Incomes, therefore, are not affected to the same extent by variations in input and/or
output prices. Those types of farming that rely heavily on purchased inputs are much
more sensitive to price variations than those types in which the proportion of costs is
lower. Ceteris paribus, a 1% increase in output prices will result in an increase of 5.5%
in the incomes of pig and poultry producers. The same percentage increase in the price
of permanent crops will result in an increase of 1.7 % in the incomes of farmers growing
these products.

The bottom two rows of Figure 9 show, for each type of farming, firstly, the share of
total FNVA (i.e. that of all farms in the Community) that is generated by the various
farm types, and secondly the share of the total labour force that is employed. It can be
seen that the first three farm types, in which farm incomes are highest (i.e. pigs and
poultry, dairying and horticulture) generate 33 % of FNVA, but employ only 22% of
the labour force. In contrast, the last three farm types (grazing livestock, general
cropping and other permanent crops) generate 42% of the FNVA but employ more
than half (54%) of the labour force.

Agricultural income distribution by Member State

57. Figure 10 analyses the range of income in each Member State. For this analysis,
the total annual labour force has been divided, by FNVA/AWU, into five income
groups, each of which is the same size. Thus one income group, or quintile, represents
20% of the annual labour force of a Member State.

It is clear from Figure 10 that the income of the highest quintile, relative to the Member
States’ median income, is very high in Spain, Ireland, Italy and Portugal. In these
countries, the top 20% achieve about three to four times the median income. In the
other Member States this ratio is between two and three.

In three Member States (Denmark, Spain and Portugal), the lowest income group
receives a negative income. In the other Member States, the incomes of this group are
positive but normally do not exceed 30% of the national median.

Despite the differences in income distribution among Member States, one can generally
state that, as a rule of thumb, the bottom 20% of the labour force usually has an
income less than one/third of the national average whereas the top 20 % usually earns
twice the national average, or more.

Figure 11 shows the agricultural income distribution in each Member State and in the
Community as a whole. The income indicator used in this case is family farm income
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Structure of farm costs ' according to the type of farming
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Source: FADN, 1988/89 results.

' For brief descriptions of the terms used in the farm accountancy data network results, see
Table 3.2.1 of the statistical annex to this report.

2 Mainly maintenance of buildings and machinery, energy and contract work costs.

3 Costs directly related to production: seeds, fertilizers, sprays, animal feed and energy.

Figure 9
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per unit of unpaid (i.e. family) labour. This represents the return to the labour of the
farmers and his/her family, to own capital and to the management of the holding.

It is clear from this figure that income from agricultural activity is distributed unequally
among farm families. The distribution is most skewed to the left in those Member States
where agricultural incomes are generally low. Incomes are fairly evenly distributed
among all income classes in Belgium, the Netherlands and Luxembourg. (In Figure 11,
the distribution for these three Member States appears skewed to the right, but this
effect arises because the last size class has no upper limit.)

Income range by Member State
FNVA/AWU in ecus

Belgique/Belgié

Danmark ISSISG

Deutschland

Ellada

Espaniia

France
Ireland

Italia

Lower quintile

Luxembour
9 Upper quintile

Nederland
Portugal

United Kingdom

-100 o 100 200 30 400
(% of median income) '

Source: FADN, 1988/89 results.
1 The median income is defined as the level of income which results in half the labour force having
an income above this level and the other half having an income below it.

Figure 10
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Figure 11



IV — Agricultural markets

58. This chapter reviews the situation on both the world market and the Community
market for the main agricultural products, covering price trends and the main market
management measures proposed or decided at Community level. It replaces both the
shorter section which formerly appeared in the agricultural situation report and the old
market situation report which the Commission used to publish at the beginning of each
year. For the sake of convenience, the products and sectors are dealt with in the same
order as in the market situation report.

Most of the sections which follow conclude with a brief mid-term forecast. The forecasts
refer to the 1996/97 marketing year for crop product consumption, to calendar year
1997 for livestock product consumption and production and to calendar year 1996 for
crop product output. They are based on the assumption-—a rather large one—that
current policies will continue and ignore the possible impacts of such factors as the
Uruguay Round, developments in Central and Eastern Europe, including German
unification and the Gulf crisis. Consequently, they should be used with caution.

Cereals

59. The 1989/90 marketing year saw a continuation of the situation prevailing in the
preceding year, characterized by drought in the United States of America, which
affected production of common wheat more than maize. This situation kept world
prices at levels close to those recorded during 1988/89. World production totalled
1 342 million tonnes, compared with 1 228 million in 1988/89.

Over the last three years, world consumption of cereals has exceeded production.
Community exports reached about 32 million tonnes in 1989/90, including 18.8 million
tonnes of common wheat, 9.9 million tonnes of barley and 1.7 miilion tonnes of durum
wheat. In 1989/90 maize exports totalled 1.6 million tonnes, which was less than the
previous year.

In 1989/90 Community imports of cereals were of the order of 5 million tonnes,
including those into Spain provided for in the agreement with the USA. Imports have
been relatively stable in recent years and mainly involve, apart from those into Spain,
specific qualities not available in the Community and Portuguese imports under the
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current national market organization. For 1990/91 the quantity of common wheat
available for export remains large, given the increase in production. Exports of other
cereals, on the other hand, are likely to be split differently compared with the previous
year: less barley and more durum wheat. There will be no need for maize exports since
less is available following the drought in summer 1990 (maize production down by 3.0
to 3.5 million tonnes). Rye remains a problem because of intervention stocks.

In 1990/91, for the first time in three years, total world grain production will exceed
consumption. The area under cereals has increased substantially over the last two
marketing years in the main exporting countries, not least due to the relaxation of US
set-aside requirements. Given increased cereals output in the USSR and China, stocks
are expected to build up again in the main producer/exporter countries, particularly in
the Community.

60. On the Community market 1989/90 production, at a drought-affected 162 million
tonnes, was regarded as being below the long-term trend. The crop area (34.9
million ha) remained relatively high, only 2.1 million ha less than the maximum for the
decade (1980). The decrease in output was due in particular to the decline of barley,
oats and rye. Durum wheat and maize yields were affected by drought.

Current estimates put 1990/91 production at around 160 million tonnes. This figure is
the result of two contradictory trends: a significant decline in area of 1.5 million ha
offset by an increase in yields, mainly as a result of the preference on the part of farmers
for winter crops with higher yields. The sowing of spring cereals has been replaced by
oilseed crops, particularly sunflowers. Maize production will, as mentioned above, be
affected by the persistence of drought since spring 1990.

Consumption has been declining steadily over the last five years, due to decreased use in
animal feed, which fell from its peak level of 90.7 million tonnes in 1984/85 to
79.1 million tonnes in 1989/90. It is expected to be about 78 million tonnes in 1990/91
(subject to revision of requirements resulting from the fodder deficit). In the longer
term, if the present downward trend in usage continues, this is likely to be the result of
increasing production of oilseeds and protein plants in the Community and interna-
tional commitments regarding cereal substitutes and proteins.

During the early months of the 1989/90 marketing year producer prices were around the
intervention buying-in price in the main surplus regions and well above this level in
deficit regions, particularly that of wheat in Italy. From January 1990 cereals prices fell
sharply, leading to substantial quantities entering intervention.

Intervention stocks (at the end of the marketing year) had risen from 9.2 million tonnes
to 11.8 million tonnes.

61. As regards Community rules, a substantial change has been made to the additional
co-responsibility levy system. Until 1989/90, this was reimbursed in whole or in part
depending on the amount by which production exceeded the maximum guaranteed
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quantity (MGQ) during the marketing year in question. This arrangement led to
numerous administrative difficulties. As a result, the Council decided to amend the rules
as follows: ‘

(i) the additional co-responsibility levy is fixed provisionally at 1.5% of the interven-
tion price for common wheat; it is collected throughout the marketing year;

(i) Community cereals production is fixed during February of the relevant marketing year;

(iii) the additional co-responsibility levy for the following marketing year is adjusted in
the light of the amount by which cereal production during the previous year
exceeded the MGQ); it is equal to the exact percentage of the overrun recorded, up
to a maximum of 3%.

62. In 1989/90 the Council held institutional prices at their 1988/89 level, except for
durum wheat, whose intervention price moved closer toward that of common wheat,
with a 5.8 % reduction. The consequent loss of income for durum wheat producers was
partially offset by a 16% increase in production aid. Production in 1988/89 having
exceeded the MGQ by 1.6%, the Commission cut the prices fixed by the Council for
1989/90 by 3 %.

The 1989/90 production figure was fixed by the Commission in October 1989 at
160.5 million tonnes, slightly more than the MGQ. The overrun having been judged as
minimal, and given the income situation of cereal growers affected by the drought over
a large area of the Community, it was decided not to collect the additional co-
responsibility levy and to reimburse it in full. On the other hand, the overrun of the
MGQ involved a cut of 3% in intervention prices for the 1990/91 marketing year,
except for durum wheat where the intervention price was cut by 6.8 % so as to move it
closer to that for common wheat. Under the 1990/91 prices package, the Council also
adopted a new aid scheme for small cereal producers, in addition to aid for the
production of canary seed, millet and buckwheat.

Yield increases are expected to offset the effects of a decline in land use and of
stabilizers, so that total cereal production is forecast to reach 173 million tonnes by
1996. Wheat is expected to expand its market share from a current 46 to 51 % largely at
the expense of barley. If the present trend continues, any growth in human and
industrial consumption will be offset by the continuing decline in animal feed use.
Domestic supply will exceed demand by about 40 million tonnes or 23% of total
production.

Rice

63. World production of rice totalled 503.6 million tonnes in 1989, an increase of 3%
on 1988 (480.5 million tonnes). World prices rose sharply between April and July as a
result of heavy purchases by the large importing countries (China and India). But from
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August onwards the emergence of Vietnam as a major exporter of mediocre quality rice
at very low prices led to a general decline in price levels of around 30 %.

Community rice production in 1989 is estimated at about 1.84 million tonnes of paddy,
i.e. about the same as in 1988, from a crop area of 298 000 ha (some 5% less than in
1988). The reduction in area occurred mainly in Spain (drought in Andalusia), while
there was actually an increase in France (+21%) and in Italy (+3.4 %).

During 1989 varietal conversion promoted by the production aid for Indica rice was
hampered by drought in Andalusia (the main region converting to Indica rice); this year
water shortage again led to a marked reduction in the crop area, from around 22 500 ha
in 1988 to 13 000 ha in 1989.

Community trade with third countries remains active: this year the Community
exported 375000 tonnes to non-member countries and imported 600 000 tonnes.
Intra-Community movements total around 530 000 tonnes (all figures in milled equivalent).

During the first few months of the 1989/90 marketing year, intra-Community trade was
very brisk with, in particular, deliveries from Italy to Spain making up for the poor
harvest in that country. This trade activity helped maintain the price level during the
last months of 1989, but during the early months of 1990 the loss of certain export
markets, the abundance of the Italian harvest and difficulties faced by exporters created
a situation in which producers began to offer rice for intervention.

The main features of the 1990/91 marketing year are as follows:

() production is estimated at 2.3 million tonnes (15% up on the 1989 harvest);
(i) the year began with intervention stocks of 94 854 tonnes;

(iif) the area under Indica rice will increase to around 40 000 ha (11% of the total);
(iv) Spanish prices will be aligned with those in the rest of the Community.

Stable consumption combined with a small increase in production due to slightly higher
yields should raise self-sufficiency to about 100 %.

Sugar

64. The world sugar market in 1989/90 was marked by a halt in the widening deficit
between production and consumption which had considerably reduced world stocks
over the previous four years.

During 1989/90 world production reached 109.2 million tonnes (raw sugar equivalent),
about one milion tonnes in excess of consumption, which is provisionally put at
108.4 million tonnes. A similar situation of surplus is forecast for 1990/91.

The steady fall in the amount of sugar available as a result of low stocks, particularly in
the main exporting countries up to 1988/89 was fully reflected in sugar prices on the free
market. The latter rose considerably and had a substantial impact on 1989/90.
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World market situation
(in millions of tonnes of raw sugar)

Stocks
n . U S o,
Production Consumption 0? (li-gfl'll;it co?:iur/:lp(:ifon

()] ) @=Mm-@ @

World 1981/82 100.9 919 +9.0 36.6
1982/83 100.6 93.6 +7.0 42.6

1983/84 98.0 95.9 +2.1 427

1984/85 100.4 98.1 +2.3 42.4

1985/86 98.8 100.5 -1.7 38.8

1986/87 104.2 105.7 -15 342

1987/88 104.8 107.5 -2.7 30.4

1988/89 104.6 108.1 -3.5 26.3

1989/90 109.2 108.4 +0.8 27.1

(forecast) 1990/1991 1119 110.4 +1.5 279

Source : F. O. Licht.

By mid-March 1990 prices had reached their highest level since August 1981 (16.25
cents/pound). The market then noted that world consumption was at best increasing
only slightly and prices began to fall slowly; a trend which continues at the time of
writing.

Furthermore, the large purchases of sugar, principally by China, the USSR and India,
expected at the beginning of 1990 did not materialize. This pushed world prices still
lower.

Average spot price:
Paris Stock Exchange (white sugar): ECU 28.03/100 kg in 1988/89
ECU 37.68/100 kg in 1989/90 (+34.4%)

New York Stock Exchange (raw sugar): ECU 22.70/100 kg in 1988/89
ECU 27.72/100 kg in 1989/90 (+22.1%)

The increase in world production and consumption of sucrose substitutes—mainly
isoglucose, cyclamates, aspartame and recently acetosulfam—continued. In the USA,
consumption of isoglucose rose from 2.05 million short tons (') in 1980 to 6.13 million
short tons in 1990—a spectacular increase of 230 % in nine years. It now accounts for
36% of the sweetener market.

65. As regards the Community market, manufacturers have, since the beginning of the
COM in 1968/69, been allocated production quotas with different levels of guarantee

() American unit of measurement corresponding to a little less than one tonne.
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according to the type of sugar—A or B. The quotas are accompanied by a self-financing
surplus disposal system, the cost of which is borne entirely by producers (growers and
processors). These arrangements are due to end at the close of the 1990/91 marketing
year and the Commission has proposed that the quota system together with the
self-financing mechanism should be continued for marketing years 1991 /92 and
1992/93.

Although the area under sugarbeet in 1989 was relatively stable at 1 855 000 ha, 1.5%
more than in 1988, sugar production increased substantially thanks to favourable
climatic conditions. However, the area accounted for only about 1.4% of the
Community’s total utilized agricultural area (UAA). After falling steadily since 1970,
the number of beet farms has steadied at around 367 000.

The average sugar yield in the Community in 1989/90 reached an all-time record of 7.57
tonnes per hectare. This was higher than the figure of 7.41 tonnes per hectare recorded
the previous year, itself regarded as highly satisfactory, and well above the average for
the last five years of 6.96 tonnes/hectare.

Community production was 14 272 000 tonnes (357 000 tonnes higher than in 1988/89)
broken down as follows:

(i) beet sugar : 14 041 000 tonnes
(i) cane sugar : 211 000 tonnes
(iii) molasses sugar : 20 000 tonnes

Estimated overall consumption of sugar in the Community in 1989/90 was 11 085 000
tonnes, including an increase in human consumption (particularly in processed prod-
ucts). The Community’s self-sufficiency rate was 128.8 % in 1989/90 as against 127.8 %
in 1988/89.

In 1988/89 Community sugar prices in ecus fell by 2% after a long period of
stability.

Imports, principally of preferential sugar and sugar for Portuguese refineries, remained
within normal limits at 1590 000 tonnes. Exports amounted to around 4.98 million
tonnes overall, of which 2.27 million tonnes was C sugar, most of it awarded by tender
for export under Community guarantee. Exports of sugar in the form of processed
products (580 000 tonnes in all) rose sharply in 1989/90 as compared with previous
years.

Moderate increases in yields offset by a decrease in acreage should, combined with the
effects of the quota system, maintain production at current levels. Total consumption is
expected to remain stable with self sufficiency settling between 120 and 130 %.
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Olive oil

66. World production is about 1800000 tonnes, of which the Community accounts
for 80% (about 1450 000 tonnes). The other main producers are Turkey and Tunisia
(80 000 tonnes each), Syria (55000 tonnes) and Morocco (35 000 tonnes). Production
varies considerably from one year to another but generally the world market closely
mirrors that of the Community.

Estimated Community production in 1989/90 was 1.55 million tonnes as against
1.14 million tonnes in 1988/89 from a virtually unchanged area. Figures currently
available suggest an area of 4.4 million ha (1.9 million ha in Spain, 1.17 million ha in
Italy, 700 000 ha in Greece and 500 000 ha in Portugal), equivalent to 66% of the total
area under cultivation in the world and 3.3% of the Community’s UAA. Some
estimates put the number of cultivated and abandoned olive trees at 422 million
(177 million in Spain, 99 million in Italy, 120 million in Greece, 22 million in Portugal
and 4 million in France). Some two million families are engaged in olive cultivation.

In 1988/89 Community consumption was 1420 000 tonnes (75% of world consump-
tion) and estimates at the end of September 1990 suggest that it should have remained
at about this level in 1989/90. Particularly as a result of the introduction of consump-
tion aid in April 1979, the bulk of Community uptake (650000 tonnes in the
Community of Ten) is in the form of small containers although consumption on the
farm remains considerable. At the beginning of the 1989/90 marketing year, intervention
stocks stood at 84 000 tonnes and are expected to fall to about 65 000 tonnes by the end
of the year.

Greece and Spain are the main suppliers and, although Italy both produces and exports,
it remains the main purchaser. Apart from exceptional cases, imports are restricted to
the Tunisian quota of 46 000 tonnes. However, this year about 24 000 tonnes were also
imported from Morocco. Exports, which have been increasing since 1981, reached about
150 000 tonnes in 1989/90 as against 120 000 tonnes in 1988/89. Some very small
quantities were supplied by the Community as food aid to certain traditional consumer
countries.

67. Developments in Community policy: A stabilizer was introduced from the 1987/88
marketing year with an MGQ of 1.35 million tonnes. When output exceeds the MGQ,
plus, where applicable, the carryover from the previous year, production aid is reduced
proportionately. Although the co-responsibility mechanism came into operation during
the first year, reducing aid by 31%, (') the MGQ was not reached in 1988/89 and the
latest figures suggest that this will also be the case in 1989/90. The effect of the end of
the transitional period for Spain and Portugal on 31 December 1990 with the resulting
complete liberalization of the market for seed oil has led the Commission to propose to

(1) Small producers receive a 15% increase in production aid and are not subject to the impact of
stabilizers.
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Olive-oil production in the Community

(10001)
Member State | 1983/84 1984/85 1985/86 1986/87 1987/88 1988/89 1989150
Ttalia 842 347.8 656 383 742.5 437.1 583
France 2.5 2.1 1.6 1.5 3 1.4 1.9
Ellada 258.6 248 345.6 246.4 321.7 334.9 345.2
Espafia 287.8 758.9 428.8 529 770 406.5 576.8
Portugal 11.5 53 34 44.8 38 28.1 394
Total EC 1402.4 1409.8 1466 1204.7 1875.2 1143.2 1546.3

Area planted to olives in the Community
and the number of trees

Member State Hectares Number of trees
Espafia 1 935 000 177 million
Italia 1176 000 99 million
Ellada 706 800 120 million
Portugal 500 000 22 million
France 40 000 4 million

the Council measures to maintain the balance on the olive-oil market, which is
threatened both by the serious risk of fall in consumption in Spain and Portugal with
the expiry of ‘standstill’ and a rise in Community production. Special measures are also
proposed for small producers.

The Commission has decided to step up efforts to promote the consumption of olive oil
through special financial measures in Spain and Portugal and by an extension of the
promotion campaign to the entire Community.

Climatic factors lead to sharp variations in annual yield but production is expected to
top the MGQ and to reach 1450 million tonnes in 1996. Consumption will continue to
be primarily influenced by changes in consumers’ incomes and by price competition
from other vegetable oils.

Oilseeds

68. Oilseeds are used for the production of cake for animal feed and of oil. This means
that the economics of the sector is determined by developments in the prices of seeds,
oils and cake. Seed oils can be consumed without further processing or as prepared oils
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Average supply balance for the Community
in million tonnes oil equivalent (1986-88)

Production Consumption Imports Exports Self-suof/'f:ciency
Rapeseed 1.9 1.5 0.2 0.6 125
Sunflower 1.4 1.3 0.2 0.3 107
Soya 0.3 1.9 23 0.7 16
Vegetable oils (1) 5.1 8.0 5.6 2.7 64
(World production: about 40 million tonnes.)
(') Rapeseed, sunflower, soya, olive oil, cotton, linseed, groundnut, sesame, palm, palmkernel and coconut.
Average supply balance for the Community
in million tonnes cake equivalent (1986-88)
Production Consumption Imports Exports Self-snhsiiciency
Rapeseed 2.8 34 0.8 0.1 80
Sunflower 1.9 3.1 1.2 0.0 61
Soya 14 21.0 20.7 1.1 7
Cake (1) 6.1 30.8 26.0 1.3 20
(World production: about 110 million tonnes.)
(') Rapeseed, sunflower, soya, cotton, linseed, ground palmkernel.

and fats such as margarine. They may be used as animal feed, for human consumption
or for technical purposes.

The European Community is a substantial net importer of oilseeds, vegetable oils and
cake. The annual volume of such imports is largely determined by the relative prices of
seeds, cake and competing products (cereals, corn gluten feed, etc.) for animal feed and
the opportunities for exporting oils and cake outside the Community.

During the 1989/90 marketing year, the crushing of oilseeds in the Community returned
to its highest level, of 24.5 million tonnes, previously reached in 1987/88. This figure was
made up of 14 million tonnes of soya beans, 3.9 million tonnes of sunflower seed and
5.5 million tonnes of rapeseed. However, unlike 1987/88, this increase in crushing was
made possible by a sharp increase in soya bean imports estimated at 13 million tonnes
(up 2 million tonnes). This increase mainly benefited the most competitive suppliers
(Argentina and Brazil), who continue to gain market share, in both absolute and
relative terms, at the expense of the United States.

The following table shows that this trend is still more significant in the case of soya
cake.
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Community imports

(10001t)

1979 1985 1986 1987 1988 1989

Soya beans

USA 11.044 7.705 9.882 10.484 7.891 6.092

South America () 3.103 5.436 3.334 4.077 4.423 5.054

Soya cake

USA 3.007 2.207 2.856 3.199 1.517 0.620

South America (%) 3.640 9.226 7.961 6.892 7.630 8.370

Source : Oilworld.
() Argentina, Brazil, Bolivia, Paraguay, Uruguay.

Community demand for cake in 1989/90 is estimated at 27 million tonnes and that for
vegetable oils other than olive oil at 6.3 million tonnes. This is explained by the larger
quantities of soya available from the USA, the maintenance of production in South
America and increased production of sunflower seed in Argentina and of rapeseed in
Poland. These increases have resulted in oilseed products becoming more competitive
again.

69. The improved quality of rapeseed, which means that cake meets the needs of the
compound feedingstuffs industry better, has made a significant contribution towards
consolidating demand in the Community for this type of seed and cake. The
Commission is retaining until the end of the 1991/92 marketing year the maximum
glucosinolate (1) content of rapeseed qualifying for the double low premium at
35 micromoles per gram. It has noted the sustained efforts of farmers, research workers
and seed producers to keep the glucosinolate content to a minimum: the percentage of
production which achieved the 35 micromoles/gram level was 68 % in 1988/89, 92% in
1989/90 and is expected to reach 99% in 1990/91.

70. The reduction in Community production of oilseeds noted in 1988/89 continued in
1989/90, with output falling from 10.9 million tonnes in 1988/89 to 10.5 million tonnes
in 1989/90, an amount disposed of to industry without difficulty.

Production of oilseeds in 1990/91 is estimated to have risen again to 11.7 million tonnes,
although it is clear that the stabilizer mechanism, which was strengthened following the
European Council in 1988, has checked the steady upward trend in production.

(1) Sulphur-based compounds which, as they break down, affect the digestive process of certain animal species,
especially those with single stomachs.
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This mechanism has led to the following automatic and substantial cuts in institutional
prices for 1990/91, compared with 1989/90:

(i) 14% of the intervention price for rapeseed;
(i) 17.5% of the intervention price for sunflower seed;
(iii) 16% of the minimum price for soya.

The effect of yield improvements will be diminished somewhat by stabilizers and should
result in an increase in the overall production of rapeseed, sunflower seed and soya
beans from less than 12 million tonnes in 1990 to 14 million tonnes in 1996. Whilst the
acreage devoted to rapeseed is expected to remain fairly constant, yield improvements
will raise production to about 6.8 million tonnes by 1996. Sunflower production will
also be boosted by yield increases to 5 million tonnes well above the 1987 record
crop.

Dried fodder, peas, field beans and sweet lupins

71. These products, whose principal market is the animal feed industry, are in
competition with a wide range of other raw materials. However, despite the fall in the
price of such competing products throughout the 1989/90 marketing year, demand for
dried fodder, peas, broad beans, field beans and sweet lupins remained firm.

Peas, field beans and sweet lupins

(1000¢)
1988/89 1989/90 1990/91
Total production 4833 4745 5364
Aid-eligible production 4276 4137 4833

The bulk of 1989/90 production was sold without difficulty, at a price very slightly
above the minimum price.

For the 1990/91 marketing year, the Council decision to change the definition of
standard quality from 14% humidity +3% impurities to 14% humidity +2%
impurities, should improve marketing possibilities.

The implementation, for the 1990/91 marketing year, of the stabilizers system (guaran-
teed maximum quantity of 3.5 million tonnes) was responsible for a sharp fall in
operative institutional prices:
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1989/90 1990/91 Relative difference
Adjustment of the guide price - 89% =20 % —124%
Adjustment of the minimum price

(peas) -10.2% -229% -143%
Dried fodder
(1000¢)

1988/89 1989/90 Foalony
Dehydrated 2503 2811 2 850
Sun-dried 420 394 400
Total 2923 3205 3250

The increase in the cultivation of green fodder intended for dehydration or the
production of sun-dried fodder is primarily the result of the increasing impact of
environmental concerns in agriculture :

(i) permanent crops, providing soil cover in winter and protection against leaching and
erosion;

(i) saving on nitrogen fertilizers;

(iii) importance as first crop in the rotation.

To date, marketing has proceeded without difficulty.

Fresh fruit and vegetables

72. In the 1988/89 marketing year, world production of citrus fruit, which had shown
constant increases over recent years, reached a record level of 64.4 million tonnes. The
chief producers are Brazil (22.2%), the USA (17.3%) and the Community (13.5%).
About 35% of all production was used for processing and trade on the world market is
mainly in processed products. The earliest figures for the 1989/90 marketing year show
a drop in world production, mainly because of a poor harvest in the USA caused by
frost damage in Florida.

World apple production is about 41 million tonnes, of which 10% are traded
internationally. The Community accounts for about 20% of world production.
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73. The increase in Community production of fresh vegetables harvested for sale noted
in 1988/89 continued in 1989/90. The most recent figures, although incomplete, indicate
that production is likely to reach 44 million tonnes for the Community of Twelve, which
represents an increase of 4.5% in relation to 1988/89 and 5.2% in relation to the
average for 1983-1987. This increase involves all the Member States except for France
(—2.8%) and the United Kingdom (—8.6%). No overall figures are yet available for
1990/91.

The share attributable to tomatoes in the total production of fresh vegetables fell from
33% in 1984 to 27% in 1988, but rose again in 1989 to 30 %, or 13.4 million tonnes
(+19% in relation to 1988 and +7.3% in relation to the average for 1983-88). The
most recent estimate for 1990 is 14 million tonnes (+4.5% in relation to 1989).
Withdrawals during 1989 amounted to 47 500 tonnes, or 0.4% of production. More
than half of the tomatoes produced are intended for the processing industry.

Production of cauliflowers reached 2.3 million tonnes in 1989/90 (+4.7 % in relation to
1988/89). Withdrawals, which have been dropping steadily since 1986/87, totalled 95 800
tonnes (4.3 % of production).

74. The production of fresh fruit harvested for sale in the Community of Twelve,
which is stable at around 30.5 million tonnes in the medium term, is expected to reach
about 31 million tonnes in the 1989/90 marketing year, (') slightly less than in 1988/89
(31.7 million tonnes).

Apple production reached 7.9 million tonnes for the 1989/90 marketing year (—9.2% in
relation to the very large harvest of 1988/89), but which is the average for 1982-88.
Withdrawals were very low, at no more than 300 000 tonnes (4.4 % of production). The
carliest estimates for 1990/91 forecast a poor harvest of some 7.2 million tonnes.

Citrus fruit production in 1989/90 (28 % of fruit production for EUR 12) is up 2.4% on
1988/89 and exceeded 8.9 million tonnes for the first time. The increase is particularly
large in the case of oranges (+3.5% in relation to 1988/89) and clementines (+ 5.4 %).
Production of mandarins was stable whilst that of satsumas and lemons fell (— 3.3 and
—2.2% respectively).

The area under peach (and nectarine) trees has been increasing steadily for a number of
years (+48 000 hectares between 1981 and 1989). It reached 241 100 hectares in 1989
and is expected to continue to grow in coming years. The growing number of trees has
resulted in a large increase in the overall production of these two products, which rose
from 3.2 million tonnes in 1983 to 3.6 million tonnes in 1989 (+12.5%). However, this
overall trend conceals an underlying reduction in peach production (—8% between

(1) No figures are available for Portugal.
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1983 and 1988) and a massive increase in nectarine production (+93% between 1983
and 1988). Between 1983 and 1988, the share of nectarines in overall production has
risen from 10 to 19%. Peach production recovered in 1989 (2.9 million tonnes, or
+13 % in relation to 1988), and remained high in 1990 (2.8 million tonnes). Nectarine
production continues to climb: 692 600 tonnes in 1989 (+14% compared with 1988)
and 764 000 tonnes in 1990. Withdrawals of these two products continue to be
considerable. In 1989 they amounted to 17.8% of total production (EUR 11, ie.
excluding Portugal). In the context of the intervention threshold mechanism, this
worrying state of affairs has led to a 20% drop in the basic and buying-in prices for
nectarines for 1990.

Pear production continues to fall. The poor harvest in 1989 (2.4 million tonnes) was
7.9% down on that of 1988 and 12% lower than the average for 1983-88. The area
under pear trees producing pears for direct consumption is shrinking steadily (—13%
between 1978 and 1987). The slight increases in 1987 (+0.6%) and 1988 (+0.1%) do
not appear to herald any reversal in this trend.

75.  Community imports of fresh fruit remained high in 1989, at 3.05 million tonnes,
slightly less (—0.8%) than in 1988 but more than 18 % higher than the average for
1985-87. However, imports of oranges were down by 4.5%.

The fall in exports, already considerable in 1988, continued in 1989 (—14.7%) for all
products: —20.9% for citrus fruit, —7.3% for other fruit and —15.8% for apples.

76. The volume of trade in vegetables is low in comparison to trade in fruit. However,
the negative balance improved slightly, from 208 000 tonnes in 1988 to 146 000 tonnes
in 1989. Tomatoes alone account for 35% of imports.

The Council kept the basic and buying-in prices for most products at their previous
levels for the 1989/90 marketing year. However, it decided to reduce the price of lemons,
satsumas and clementines by 3% and the price of oranges and mandarins by 7.5%.

The prices adopted by the Council were subsequently reduced by 4% for cauliflowers,
6% for peaches, 20% for nectarines, 3% for lemons, 10% for oranges and 20% for
satsumas when the intervention thresholds for 1989/90 were exceeded.

The marketing premiums for mandarins and certain varieties of oranges were reduced
by 25% as required by legislation. These premiums will be reduced further over future
marketing years, since they are due to be abolished in 1993/94. ‘

The method for calculating the withdrawal price for lemons is now the same as that
used for other citrus fruit. There is now a single withdrawal price for all sizes and types
of packaging.
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From the 1990/91 marketing year, Portugal has been included in the intervention
threshold system.

As part of the next step in the reform of the aid scheme for the processing of citrus fruit,
the Council has decided to link the minimum price which processors must pay to
producers for lemons intended for processing directly to the new, single withdrawal
price for lemons. For 1990/91, this minimum price is fixed at 120% of the average
withdrawal price. It will be reduced to 105% from 1991/92. A three-year transitional
period has been introduced for Spain: 155 % for 1990/91, 130 % for 1991/92 and 105 %
from 1992/93. The intervention threshold mechanism for lemons has been adapted
accordingly.

77. The Commission’s report on the Community market in citrus fruit (1) brought to
light the structural differences and weaknesses in producer Member States, the gaps and
distortions discovered in the application of current rules and the outlook as regards
market imbalances. On the basis of this document, the Council has adopted a package
of measures:

(i) to improve knowledge of the sector by introducing a register of citrus growers;

(i) to return the activities of producers’ organizations to their main role of concentrat-
ing the supply and marketing of their produce, by making the conditions for
recognition more stringent;

(iii) to restore the market regulatory function of withdrawals, by limiting the volume of
withdrawals attracting financial compensation which can be made by each pro-
ducer organization;

(iv) to promote the distribution by charitable organizations of withdrawn products;

(v) to find a structural solution to the difficulties in the mandarin sector by introducing
a grubbing-up measure over three marketing years.

To facilitate the disposal of apples and citrus fruit on the market for fresh produce,
Community financial support at the rate of 60 % has been introduced for measures to
promote the consumption and improve the quality of these products.

Special aid will also be granted to producers’ organizations in the apple sector to enable
them to find ways of diversifying their outlets through processing. This aid, which will
cover 50% of costs, may be increased to 60% for measures which involve the
conclusion of contracts between producers’ organizations and processors.

A programme to grub up entire orchards of less than 20 years old has been introduced
for three marketing years. In addition a special aid will be granted to encourage the
distribution by charitable organizations of apples withdrawn from the market.

() SEC(89) 1925 final, 27.11.1989.
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Apple production and consumption exhibit relative stability but pears show a falling
trend. In contrast, peaches, nectarines and citrus fruit all demonstrate strong growth.

Processed fruit and vegetables

78. The sector covers an extremely wide range of products which are of increasing
importance in developing economies.

In 1977, the Community, as a major producer of such products, introduced a
production aid scheme for some of these products with a view to developing the
economy of the Mediterranean region.

Production of the main products for which aid is granted is as follows:

(1000¢t)
World production EUR 12 production
Tomatoes 20945 7050
Peaches in syrup + 1000 480
Pears in syrup + 300 89
Dried grapes (sultanas) 720 80
Prunes 232 24
Pineapple — 13
Dried figs — 17

The Community is the world’s second largest producer of processed tomato products,
after the USA (8 603). Estimates for the new marketing year show an increase in world
production of about 6 %, except in the Community, where production is expected to fall
slightly (2%).

Production of processed tomato products in the Community increased by 28 % during
the current marketing year with the shares of Italy and France being slightly smaller
than they were for the previous year. All the producer Member States exceeded the
quota fixed by the Council for payment of the aid and as a result processed some
tomatoes without this assistance.

Greece is still the largest Community producer of peaches in syrup, accounting for 52 %
of production as compared to 55% during the previous marketing year. Italian
production was up by about 59% on the previous year, when there was a substantial
drop in production.
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Williams’ pears in syrup are produced mainly in France and Italy. Production increased
slightly over the previous year (+2%).

Production of dried grapes, almost exclusively Greek, fell slightly compared with the
previous marketing year. Estimates for the new marketing year have been sharply
reduced to take account of the serious drought.

Greece is still the Community’s largest producer of dried figs, but Spanish production
accounted for approximately one third of Community production.

Consumption of products processed from fruit and vegetables is increasing. No precise
figures on Community consumption are available.

The Community is more than self-sufficient in processed tomato products and peaches
in syrup, but a net importer, in some cases to a considerable degree, of other products
covered by aid schemes.

With the exception of dried grapes, there are no public intervention stocks of these
products in the Community. Any stocks which do exist are quantities carried over from
one marketing year to the next because of an exceptionally good harvest of those
products intended for processing.

In the case of dried grapes, stocks vary greatly from one marketing year to the next.
This year stocks of sultanas amount to about 24 000 tonnes and there are no stocks of
currants (in 1989 there were 599 tonnes of currants and 24 687 tonnes of sultanas).

79. As in previous years, Community trade is on the increase.

This is particularly evident in the case of intra-Community trade, which increased by
8% between 1988 and 1989 for all categories of products. Imports from non-member
countries are increasing at a slightly higher rate (+11%), but are much smaller in
volume terms than the quantities traded within the Community.

Imports from non-member countries of dried grapes other than currants dropped by
3%, except in the case of Turkey, from which imports into the Community increased by
5%.

The minimum prices paid to producers remained the same as for previous marketing
years, except in the case of peaches and pears. The minimum price for peaches was
reduced by 5% to take account of prices on the market for fresh products. The
minimum price for pears was increased by 5% to reduce the pressure on the market,
since there is a shortage of raw materials in the Community.

Rates of aid have risen for almost all products except for processed tomato products
and peaches in syrup which were reduced slightly.

A market stabilizer mechanism was introduced for all products eligible for production
aid, with the exception of dried figs, prunes and pineapple in syrup.
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(i) Guarantee threshold : where the threshold quantity is exceeded, production aid for
the following marketing year is reduced proportionally. Thresholds are applied for
peaches and pears in syrup and dried grapes;

(i) production quota: payment of the aid is restricted to a certain quantity (for
processed tomato products).

80. In addition, the following major amendments have been made to Community rules
for the 1990/91 marketing year:

(i) the system for calculating production aid has been changed fundamentally to
ensure that the rate of aid does not exceed the difference between the cost of the
raw material for Community processors and processors in competing non-member
countries. As a result the processing process itself is not subsidized in any way;

(i) a new support system has been introduced for dried grapes: production aid will
gradually be replaced, over a transitional period of four years, by an aid per
hectare payable to producers; intervention arrangements will continue to exist for
limited quantities.

The new situation in Eastern Europe will have a considerable impact on this sector
within the Community. Since the countries in question are large producers and
exporters of processed fruit and vegetables, larger quantities of these products will find
their way onto the Community market, which will be more accessible to them. A
considerable effort will have to be made by Community producers to adapt to the new
situation.

Wine

81. Despite the existence of international trade in wine, there is no world market as
such since consumer countries tend to be producers as well and more than 100%
self-sufficient. Moreover, since there is no one standard product, wine quotations are
not recorded at world level and there is consequently no international exchange.

The table below shows the figures of the International Vine and Wine Office on world
production and consumption :

Average for 1981-85 1987 1000 1!
Production: Total world 330 596 316 139 274 417
Europe 261 956 254 628 208 737

EUR 11 (Portugal not included) 188 552 199 526 155327 (Y
Consumption: Total world 281 876 239618 241 227
Europe 218 325 177 530 180 545
EUR 11 (Portugal not included) 141 924 127 247 131133

() The IWO figures for EUR 11 are not the same as those of Eurostat but are used as a means of comparison with those of other countries.
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The provisions relating to the organization of the table wine market will not apply to
Portugal until 1991, although the wine legislation has been applied in Spain since
1 March 1986. The figures given here are therefore for the integrated market of
EUR 11. They relate to the 1989/90 wine year (1 September 1989 to 31 August 1990)
and include estimated figures for that year.

82. The latest production data (!) in respect of the 1989 harvest suggest output will be
167 million hl, i.e. an increase of 10.8 million hl on the previous year. Due to climatic
conditions, the 1989/90 harvest was rather low compared with the last 10 years,
particularly in Spain.

The 1990 harvest, on the other hand, should be up on that of the previous year and for
EUR 11 is estimated at about 180 million hl, an increase of around 7% on 1989.

Total internal consumption, including distillation, should be 157.5 million hl:

(i) Human consumption: direct human consumption should be about the same as the
previous year, 128.8 million hl or thereabouts;

(i) Processing: quantities processed should amount to around 31.7 million hl as
against 36.7 million hl in the previous year.

Quantities distilled in the course of the year under Community intervention measures
were very low (18 million hl as against 25.7 million hl in 1988/89).

Trade was adversely affected by US measures, curbing imports of Community table
wines containing procymidone (a widely used fungicide against grey rot).

Imports totalled 2.6 million hl and exports 10.7 (provisional figure).

At the beginning of the 1989/90 marketing year, stocks with producers and the trade
amounted to 107 million hl, as against 127 million hl at the beginning of the 1988/89
marketing year. Under the conditions described above, stocks at the end of the wine
year are expected to be virtually unchanged from the previous year at 106 million hl.

Table wine prices in the Community of Ten maintained their gradual improvement. The
movement of average prices during the wine year was as follows in relation to guide
prices:

(i) for RI table wines, between 84 and 104%;
(i) for RII table wines, between 77 and 118 %;
(iii) for AI table wines, between 83 and 115%.

(") Forward estimate established in December 1989.
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In Spain there was an even more marked improvement : especially for RI and RII red
wines (between 80 and 104% and between 95 and 122% respectively) and for white
wines (between 71 and 87 %), albeit to a lesser degree. (1)

83. The Commission, in accordance with its declaration of intent made in the context
of the application of agricultural stabilizers, pursued its policy for the progressive
reduction of distillation with the special guarantee for long-term storage contract
holders and the non-application of the re-storage of table wines.

The volume to be compulsorily distilled to restore balance on the wine market was small
as a result of production having been reduced. As a result, the compulsory distillation
price was fixed at the highest level (50 % of the guide price) which meant that producers
with high table wine yields escaped fairly lightly.

The intensification of grubbing arrangements in 1988 produced encouraging initial
results in France, Italy and Greece where about 27 000 ha, 15000 ha and 1000 ha
respectively were abandoned against Community premiums. In Spain, grubbing
(1000 ha) did not cause a sharp drop in production potential as yields per hectare are
low.

In 1989, the Commission implemented a programme for the disposal of stocks of
alcohol distilled from wine obtained from compulsory distillations. Under this pro-
gramme, the stocks in question are sold by tender both outside the Community and on
the internal market for uses which do not disturb the market in alcohol and spirits.

84. During 1989/90, all forms of intervention were applied :

(a) a total of 4.62 million hl of table wine was withdrawn for compulsory distilla-
tion;

(b) the figures available suggest that withdrawals of table wine for other forms of
distillation were as follows:

(1) distillation with the special price guarantee for long-term storage contract
holders: around 2 million hl;

(i) support distillation: 3 million hl, a limit imposed because of the expected
effects of compulsory distillation;

(i) distillation of wine made from dual-purpose grapes: less than 0.4 million hl of
alcohol at 100% vol.;

(iv) distillation of the by-products of wine making: 1.85 million hl of alcohol at
100 % vol.

Q) Tl}e prices in Spain were multiplied by the coefficient 1.24 for the 1989/90 marketing year because of the
al;gnment of the price level in Spain to the common price to be applied in accordance with the Spanish Act
of Accession.
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As in previous wine years, aids were granted for:
(1) the long-term storage of wines and grape must;

(2) the use of must for increasing the alcoholic content of wine, for the production of
grape juice and for the preparation of British and Irish wines and home-made
wines.

85. 1In the 1989/90 marketing year the gap was closed between the institutional prices
for Al white table wines and those for RI and RII red table wines. The Council is
applying a single price for wines for the 1990/91 wine year. In Spain, these prices were
brought closer to the level applying in the Community of Ten; in accordance with the
provisions of the Treaty of Accession.

During the second half of 1990, the Commission will submit a set of proposals on
enrichment, the demarcation of wine zones, the functioning of compulsory distillation
and the setting of the maximum content of sulphurous anhydride (sulphur dioxide) in
wines. The purpose of these proposals is to improve the present system and to introduce
new measures to guarantee market equilibrium.

Because of measures taken to control production, output is expected to decline slightly
to about 170 million hl compared with average production for EUR 12 between 1983
and 1987 of about 200 million hl. Consumption should range between 116 and
130 million hl. It is essential, however, to draw a distinction between table wine and
quality wine (VQPRD). Price and production of VQPRD have followed demand and
consumption will be increasingly oriented towards these quality wines thus creating the
danger of over-production of table wine.

Cotton

86. The area sown to cotton worldwide is around 33 million hectares, with production
amounting to around 17 million tonnes (80 million bales (*) in 1989/90. This figure is
expected to increase by around 1.5 million tonnes (6 million bales) in the new marketing
year; consumption will also increase. Prices, which reached the relatively high level of
82.75 cents/pound at the beginning of the 1989/90 marketing year, fell between
November and March, but rose again to 82.125 cents/pound at the end of the 1989/90
marketing year. Unginned cotton is not traded internationally. Since the Community’s
spinning capacity is much greater than its fibre production, large quantities are
imported (1 027 000 tonnes in 1989). The USA (166 000 tonnes), the USSR (158 000
tonnes), Pakistan (88 000 tonnes), Turkey (82 000 tonnes), Argentina (50 000 tonnes)
and China, in certain periods, are its main suppliers. Intra-Community trade, however,
remains limited but is increasing.

() One bale = approximately 217.7 kg.
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For the Community, cotton is a minor crop in terms of area and number of producers;
however, it does play an important socio-economic role in the relatively less-favoured
areas of Greece and Spain where production is concentrated. In 1989 the Community
had 348 000 ha under cotton (280 000 ha in Greece and 68 000 ha in Spain), producing
1 100 000 tonnes of unginned cotton, about 352 000 tonnes of ginned cotton (fibre) and
594 000 tonnes of seed. In 1990, plantings covered 352 000 ha, 268 000 ha of which were
in Greece, 84 000 ha in Spain and a few dozen hectares in Italy, for an estimated total
production of 1035000 tonnes of unginned cotton (750 000 tonnes in Greece and
285000 tonnes in Spain). The Community produced 30 % of its cotton fibre require-
ments in 1989 with consumption amounting to 1 300 000 tonnes.

The Community aid scheme involves an annual guide price and aid which is equal to the
difference between this price and the world price; the aid is paid to ginneries which pay
a minimum price to the producer. If the production of unginned cotton exceeds the
maximum guaranteed quantity (752 000 tonnes), the guide price and the amount of the
aid are reduced proportionately. However, for the period 1987/88 to 1990/91, an upper
limit was placed on such reduction. There is no such restriction for subsequent years.
Production has exceeded the maximum guaranteed quantity each year since 1986/87
resulting in reductions in the guide price and aid. These reductions ranged from
ECU 57.61/tonnes for 1987/88 to ECU 239.65/tonnes for 1990/91. These measures have
checked the steady increase in the total areas sown to cotton, with Spain registering a
sharp fall and Greece a smaller reduction.

Fibre flax and hemp

87. Around 1.2 millionha are sown to fibre flax worldwide with annual fibre
production amounting to between 500 000 and 550 000 tonnes. There is no trade in
straw flax between the Community and third countries. Fibre imports, however,
amounted to 18 500 tonnes in 1989. The Community has a deficit of medium- and
low-quality fibre and is obliged to import from Eastern Europe, Egypt and China. On
the other hand, it exports long fibres worldwide, especially the good and superior
qualities not produced elsewhere.

In the Community, cultivation of fibre flax has increased steadily over recent years. The
area sown in 1990 has increased to 79 300 ha (79 000 ha in 1989 and 59 200 ha in 1986),
with France accounting for 59 500 ha, Belgium 11 600 ha, The Netherlands 5 700 ha and
Germany 1700 ha. The quality is markedly superior than that of fibre produced
elsewhere. Apart from the straw from 2 000 ha which goes to paper mills, straw flax is
mostly processed into fibre by some 180 retting and scutching firms in North-West
France (30), Belgium (140), The Netherlands (10) and Germany (3). Yields in 1989/90
were in general below average, as also are the estimated yields for 1990/91. The
Community harvest normally yields about 110 000 tonnes of flax fibre.
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The total area sown to hemp worldwide is around 400 000 ha. Hemp is an extremely
marginal crop within the Community and is concentrated mainly in France (and, to a
very limited extent, in Spain). In 1989, the area harvested was 4 000 ha. Community
trade in hemp fibre with third countries is very limited.

Community consumption of good-quality flax fibres was less steady during the 1989/90
marketing year than in previous years. Furthermore, the poor situation for low-quality
flax fibres over the previous few years saw a further deterioration. In 1990/91, despite
lower yields for the last two years, the market for flax fibre bundles is expected to be
difficult. Although stocks of short flax fibres and hemp fibres are not likely to fall
sharply, a decline in stocks of long flax fibres can be expected in the 1990/91 marketing year.

Both of these crops receive aid on a per hectare basis. Although the area under fibre
flax and fibre hemp accounts for less than 0.1% of the Community UAA, these crops
are of considerable economic importance in the areas where they are concentrated.
Moreover, flax fibre is processed into yarn and fabrics or finished products in virtually
every Member State. Aid for fibre flax in 1990/91 has remained at ECU 375/ha, and the
deduction at 10% of the aid (to finance measures to promote the use of flax). In
1990/91, as in 1989/90, aid for hemp was fixed at ECU 340/ha.

Silkworms

88. Silkworms are reared in Greece, Italy and, to a limited extent, in France, for
research purposes. The activity accounts for only a minute portion of the Community’s
agricultural production and of world silk production. In some areas, however, it does
have a certain importance (e.g. Thrace, Veneto and Marche). According to the FAO,
world production of raw silk (including waste) amounted to 72 000 tonnes in 1989
(68 000 tonnes on average from 1979 to 1981). The main producers (accounting for
66 000 tonnes) are all in Asia: China (42000 tonnes), Japan (7000 tonnes), India
(11 000 tonnes) and Korea (4 000 tonnes) being together responsible for more than 89 %
of world production.

Production in the Community has stabilized somewhat following a marked fall over
several years, with market prices moving to offset the increase in production costs; some
4 800 boxes were used in 1989 (3 200 in Italy and 1 500 in Greece). In 1989/90 cocoon
production fell sharply because of an epidemic. Aid for 1990/91 was fixed at ECU 112
per box (the same as for 1989/90).

Tobacco

89. World production of tobacco reached 7.1 million tonnes in 1989, 6 % more than in
the previous year, with the Community continuing to account for 5.8% of the total.
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Production is expected to reach 7.2 million tonnes in 1990 as a result of an excellent
harvest in China, the world’s largest producer.

The trend towards flue-cured and light air-cured for use in American blends is
continuing,.

World production by type of tobacco

1988 1989 % change (folrzggst)
Flue-cured 3.93 4.22 +74 4.32
Light air-cured (Burley) 0.65 0.71 +9.2 0.72
Oriental 0.79 0.80 +1.2 0.81
Dark air/sun/fire-cured 1.26 1.28 +1.6 1.26
Light-air cured (other) 0.09 0.09 0 0.09

Sources: DG VI; Tobacco Quarterly.

Consumption, estimated as being slightly lower than production, is rising sharply as a
result of the increase in population and incomes particularly in Asia, Africa and Eastern
Europe. This trend is confirmed by the 2% increase in world production of cigarettes in
1989 to 5400 billion units. However, cigarette sales are continuing to fall in the USA
(by 4%) and in Europe as a result of anti-smoking campaigns and price increases.

The recent liberalization of some south-east Asian markets enabled world exports to
grow by 4% to 1.44 million tonnes in 1989. Auction prices in the main producer
countries resulted in increases of 1 to 4% for flue-cured and light air-cured tobacco.

In 1989 the Community produced 411 001 tonnes of leaf tobacco, 4% more than in
1988 and 6.7% more than the maximum guaranteed quantity (MGQ) of 385000
tonnes.

90. There are some 200 000 holdings producing tobacco in the Community, mainly in
the less-favoured areas of Italy and Greece and dependent principally on the income
from this crop. The shift in taste among smokers towards light tobaccos, a move
encouraged by Community policy, has led growers to adjust their production accord-
ingly. Over the last six to seven years, considerable efforts have been made to move
towards varieties which require new techniques of cultivation and drying. In Greece, for
example, production of Virginia (light tobacco) increased from 1 000 tonnes in 1986 to
9 500 tonnes in 1989. This trend continued in 1989, when Community production of
flue-cured tobacco was 16% higher than in 1988.

The popularity of the Badischer Geudertheimer variety in Italy has caused serious
problems in the sector. Production increased spectacularly from 3 600 tonnes in 1986 to
67000 tonnes in 1988 and 85000 tonnes in 1989 as a result of the high level of
premium. Furthermore, it is not a variety the Community tobacco industry requires.
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Production of Tsebelia and Mavra varieties in Greece, for which there are no sizeable
outlets either, remained at 43 236 tonnes in 1989, which demonstrated the substantial
amount of conversion work remaining to be done.

Sales of tobacco into intervention increased in 1989 and Community stocks stand at
76 000 tonnes. Sales of the 1988 crop into intervention totalled 14% of production,
double the normal level, mainly because almost 60 % of the Tsebelia and Mavra harvest
was disposed of in this way.

Community tobacco exports reached 186 000 tonnes in 1989, consisting mainly of the
oriental varieties prized for their aromatic characteristics and the dark air-cured
varieties which find a market in certain low-income countries. The Community cigarette
industry produced 624.5 billion units in 1989, an increase of 0.02 %, and used about
700 000 tonnes of baled tobacco, including 435 000 tonnes of imported tobacco required
because of the overall shortfall of Community production (which meets only 50% of
needs) and the need to use certain qualities which cannot be produced in the
Community because of soil and climatic conditions. There is, however, scope for supply
in the Community to match the needs of industry more closely and market management
measures are helping to achieve this objective.

91. During 1989 Community policy to encourage conversion towards more sought
after varieties relied principally on the application of MGQs imposing a penalty of up to
15% of the intervention price and the premium. As regards the 1989 harvest, 10
varieties were affected by this measure. In order to influence production, MGQs for the
varieties required by the market were increased for 1990 and 1991 (Group I: 6% and
7.5%) while those for the varieties causing problems were reduced (Groups IV and V:
—0.3% and —6%). In view of the unacceptable spread of the Badischer Geudertheimer
variety, the Council decided to reclassify it in Group V in 1990 and reduce both the
price level and the premium. To encourage producers to switch to the light air-cured
varieties more sought after by the market, the premium for Burley was increased by
22% and that for Kentucky by 8 %. Prices and premiums for Tsebelia and Mavra fell
by 15% and remained unchanged for all other varieties.

In order to strengthen the role of the European cultivation contract introduced in 1989
to help improve quality and control production, the Council decided that, from the 1991
harvest, it would be an essential condition for obtaining the premium.

The main reason why spending exceeded budget estimates was the development of the
Badischer Geudertheimer variety, which raises the question of whether the existing rules
enable production to be guided effectively. Following the undertakings given in the
latest prices package, all aspects of the common organization of the market are under
consideration and appropriate proposals will be made.

92. As part of the Europe against cancer programme, in May 1990 the Council
adopted a Directive under which the maximum tar content of cigarettes will be limited
to 15 mg at the end of 1992 and 12 mg at the end of 1997, although Greece will have an












































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































