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Foreword

Prepared in conjunction with the Nineteenth General Report on the activities of the
European Communities (1985), this is the eleventh report on the agricultural
situation in the Community published by the Office for Official Publications of the
European Communities. It was completed on 4 November 1985 and adopted by
the Commission on 18 November 1985.

It has two parts. The first covers the main events of 1985 : the general economic and
political context, developments on the agricultural markets, the economic situation
for farmers and consumers, the Community’s external relations as far as they
concern agriculture, policy on agricultural structures, the financing of the common
agricultural policy, and the harmonization of national agricultural legislation
within the Community framework.

In view of the exceptional importance of the event, a special chapter is devoted to
the agricultural aspects of the accession of Portugal and Spain to the Communities:
this includes a description of agriculture in the two new Member States, a review of
the problems raised in the agricultural field as a result of the enlargement, and a
summary of the arrangements made to ensure that integration is as harmonious as
possible.

The second part is a sizeable statistical annex providing in a single grouping all the
main statistics needed for a proper understanding of the various aspects of
Community agriculture: the agricultural economy, the economic situation of
farms, agricultural prices, consumption of food products, the Community’s trade
in agricultural products, financial aspects of the common agricultural structures in
the Community, and the market for the Community’s agricultural products.

The statistical information in this report is based mainly on data supplied by the
Statistical Office of the European Communities (Eurostat); the Directorate-
General for Agriculture has updated these data in certain cases and has also used
them as a basis for certain additional calculations.

Some of the subjects in this report have been dealt with elsewhere in separate
studies written by the Commission’s staff. For detailed information on one or more
particular aspects of Community agriculture, the reader will find in this report
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references to the corresponding documents: the ‘COM’ documents and the studies
published in the ‘Green Europe’ series are available from the Commission’s
departments, and the other documents mentioned can be obtained from the Office
for Official Publications of the European Communities.
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| — Agriculture in 1985

1. The outstanding development for the Community in 1985 was of course the
conclusion of the Act of Accession of Spain and Portugal. A different
Community—12 countries instead of 10—was born on 1 January 1986, marking a
new departure for green Europe and bringing in two Member States with major
farming sectors having several special features of their own.

2. The Community also completed the general review of its policy on agricultural
structures. The 1972 socio-structural directives were replaced by a new ‘horizontal’
regulation, designed to improve the efficiency of structures and better adapted to
the context in which farming is now developing in the Community. With the
adoption of the new regulation and the approval of a general Community
allocation for the improvement of processing and marketing of agricultural
products, all the across-the-board instruments of the Community policy on
agricultural structures have been renewed. In the Mediterranean regions, their
value is bound to be further enhanced by the Integrated Mediterranean
Programmes, also adopted in 1985, designed to promote the economic and social
development of essentially rural areas which are among the poorest in the
Community.

3. On the agricultural markets, there was still a wide gap between supply and
demand for many products. This led to problems of mounting complexity, witness
the difficulties the Council had to contend with when establishing prices for 1985/
86.

Accordingly, the Commission embarked upon a major policy review operation on
the ‘perspectives’ for the common agricultural policy. A Green Paper, published in
July 1985, is a practical expression of this forward analysis; the Paper provides a
basis for the consultations under way with all parties concerned in an effort to
pinpoint the options open to farming in the Community in the medium and long
term.
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Main events of the past 12 months

Event

Date
28.11. 1984
3/4.12.1984

10/14. 12. 1984

19.12.1984

1.1.1985

30.1.1985

19.2. 1985

20.2.1985

25/27.2.1985

11/13. 3. 1985

To facilitate discussion in the Council on the review of the Community policy on
agricultural structures, the Commission adopts for submission to the Council
proposals concerning the future financing of the EAGGF Guidance Section and the
foreseeable level of expenditure in respect of policy on structures for the coming five
years (1985-89).

Agreement at the Dublin European Council on the reform of the wine market
organization and on further negotiation with Spain and Portugal, with a general
reservation by Greece (vital interest) on the enlargement pending unanimous
approval in the Council of the Integrated Mediterranean Programmes.

Parliament rejects by 321 votes against, 3 in favour and 16 abstentions the draft 1985
budget ‘which covers only 10 months’. The Community will be financed by
provisional twelfths (in fact, for the first six months of 1985).

Council agreement on extending until 31 March 1987 the use of the ECU in the
common agricultural policy.

Second stage in the dismantling of the positive MCAs new green rate for the mark and
the guilder, and reduction by half of the MCAs on pigmeat.

The Commission proposes for 1985/86 either the retention of the current prices, or
small increases up to 2%, or reductions for cereals and rapeseed (for which the
guarantee thresholds had been exceeded) and for citrus fruit, tomatoes and certain
varieties of tobacco (because of the market situation). The Commission proposes that
the negative MCAs be discontinued in France and Greece and an adaptation of the
positive MCAs in Germany and the Netherlands towards alignment of the MCAson
milk and cereals on the MCAs applied to the other products. The Commission
announced a general debate within the Community institutions and with the farmers’
organizations on the future ‘perspectives’ for European agriculture, before the end of
the first half of 1985.

The Council approves the 1985 food aid figures: cereals, 927 700 tonnes, and then
232 000 tonnes; skimmed-milk powder, 108 600 tonnes; butteroil, 28 700 tonnes;
sugar, 11 000 tonnes; seed and olive oil, 9 100 tonnes; other products, 211700
tonnes.

The Commission adopts a Communication to the Council to renew its March 1983
proposal on the Integrated Mediterranean Programmes.

The Council reaches agreement on the adaptation of the wine arrangements, further
to the conclusions of the Dublin European Council.

General Council Decision on the review of the policy on agricultural structures:
qualified majority vote in the Agricultural Council after 18 months’ negotiations;
opinion of the Council (Economic and Financial Affairs) on the overall financial
allocation for the policy on structures chargeable to the EAGGF Guidance Selection.
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Date

Event

21.3.1985

27/29.3.1985

30. 3. 1985

29/30. 3. 1985

23/24. 4. 1985

6/10. 5. 1985
16.5.1985

22.5.1985
28.5.1985

11/12. 6. 1985

12. 6. 1985

12. 6. 1985

13.6.1985
14.6. 1985
19. 6. 1985

25.6.1985

Through an agreement on the financing of the 1985 budget by non-refundable
advance payments under an intergovernmental agreement, the Council enables the
budgetary procedure to be resumed. The Council adopts a common standpoint on the
new ‘own’ resources; this will be submitted to the Member States for ratification
according to their several constitutional procedures.

Political agreement between the 10-country Community and the two prospective
members on the essential aspects of the matters still outstanding: agriculture,
fisheries, social affairs, ‘own resources’ and the status of the Canary Islands.
Declaration of the Council of Foreign Ministers on the Mediterranean policy of the
enlarged Community.

The Brussels European Council establishes an agreement on the Integreted
Mediterranean Programmes, enabling the Greek reservation to be withdrawn and the
agreement on the enlargement of the Community to become effective.

The Council establishes the draft 1985 budget.

Parliament’s first reading of the new 1985 draft budget.

The Council approves a political agreement on the agricultural prices and related
measures for 1985/86 for all products except cereals and rapeseed, by concensus with
two abstentions (German delegation concerning the milk sector and the Greek
delegation concerning Mediterranean products). Agri-monetary measures are
approved including devaluation of the representative rates of the French franc, the
drachma and the lira (negative-MCA currencies).

During the negotiations — the prices had been on the agendas of six Council meetings
— the original proposal to cut cereals prices by 3.6% was reduced to 1.8%.

The Council’s second reading of the 1985 draft budget.

Informal meeting of the Agriculture Ministers in Siena to start the review of the
‘perspectives’ of the common agricultural policy.

Voting in the Council of Ministers of Agriculture (second voting procedure) for
cereals and rapeseed prices fails to yield qualified majority required.

Signing in Lisbon and Madrid of the Act of Accession of Spain and Portugal to the
Community.

The Council adopts eight veterinary directives : three concerning classical swine fever
and African swine fever, three concerning medical examinations for persons working
with and handling meat or meat products, and two others organizing micro-
biological controls.

Parliament adopts the 1985 budget.

The Commission adopts the 1986 preliminary draft budget.

The Commission adopts interim measures applying the new cereals and rape prices,
for which majority support had been recorded in the Council on 16 May 1985.
Full agreement in the Council of Foreign Ministers on the regulation implementing
the Integrated Mediterranean Programmes.
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Date

Event

17.7.1985

18.7.1985

18.7.1985
22.7.1985

23.7.1985
5.8.1985
13/16.9.1985

18.9.1985
24.9. 1985

25.9.1985

30. 9. 1985
3.10. 1985

31.10. 1985
14/15.1. 1986

The Council approves Community participation in the financing of schemes to offset
income losses for Dutch farmers resulting from the dismantlement of the positive
MCAs (agreed in March 1984).

The Commission proposes to the Council that it adapt, because of the enlargement,
the trade parts of the cooperation or association agreements linking the Community
with southern Mediterranean countries.

The Commission proposes to the Council arrangements for sugar for the next five
marketing years from 1 July 1986.

The central rates are adjusted under the European Monetary System, entailing
changes in the MCAs for Italy Greece and the United Kingdom. The adjustments
made are: devaluation of the lira by 6%, revaluation by 2% of all the currencies
complying with the 2.25% fluctuation margin (European ‘snake’), alignment of the
notional central rates for sterling (revaluation by 7.47%) and the drachma
(devaluation by 11.54%) on their acutal market rates. This means a devaluation of
the ECU by 0.15%.

The Commission sends to the Council and Parliament a Communication concerning
the ‘perspectives’ for the common agricultural policy: the ‘Green Paper’.

After 14 years’ work, the Council adopted a directive concerning health protection
and inspection for intra-Community trade in heat-treated milk.

The Commission activates several interventions schemes for table wine for 1984/85.
—15% distillation (10 m hl) of quantities under long-term storage contracts, and for
1985/86 — preventive distillation 6 or 13 hl/ha according to wine-growing areas (i.e.
8 m hl).

The Council adopts the draft 1986 budget by qualified majority for 10 members of the
Community.

At an informal meeting, the Ministers of Agriculture hold a tentative general
discussion of the Green Paper. Parliament’s Committee on Agriculture and the
Agriculture Section of the Economic and Social Committee also discuss in September
the outlook for the common agricultural policy. The agricultural organizations are
consulted and express their views.

The Commission lays before the Council a Communication on Community
guidelines for economic cooperation with the Mediterranean countries (supplement-
ing the trade section proposed in July 1985).

Special session of GATT members to prepare a further round of multilateral trade
negotiations (including agricultural products).

Opinion of the governing body of the Committee of Agricultural Organizations in the
EEC (COPA) on the Green Paper.

Opinion of the Economic and Social Committee on the Green Paper.

Opinion of Parliament on the Green Paper.




Il — Agricultural aspects of Community enlarge-
ment to include Portugal and Spain

4. Following Denmark, Ireland, the United Kingdom and Greece, two new
countries—Portugal and Spain—joined the Community on 1 January 1986. The
new enlargement, bringing in virtually the whole of the Iberian peninsula, is
welcomed by the present members because it is entirely consistent with, and indeed
a major contribution to, the drive towards European integration.

Agriculture lay at the heart of the protracted accession negotiations. The
prospective integration into the Community of two large agricultural systems with
specific characteristics of their osvn—which in fact the new members regard as
assets in their membership of the common market—at a time when the ‘old’
Community had embarked on the reform of its agricultural policy, raised problems
which, in their diversity and scale, went far beyond anything encountered in
connection with previous enlargements.

In many respects, the third enlargement of the Community is something of a
gamble: it speculates on the ability of the Community of Ten to adapt to the
situation created by the integration of Portuguese and Spanish agriculture and the
ability of the new members to bridge the wide gap which still separates them in a
number of spheres from the remainder of the Community. It is up to the ‘green
Community’, now of Twelve, to rise to this new challenge.

Agriculture in Portugal and Spain

5. Farming in Portugal and Spain is of great importance for employment and
trade in the two countries (about 23% of total employment in Portugal, and about
18% of total employment in Spain; nearly 15% of all exports of the two countries
are of agricultural products). This means that while it now contributes less to gross
domestic product (its share in this aggregate is somewhere between 6 and 7%,
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compared with rather less than 4% in the old Community), farming is still an
essential component of their economies.!

Dominant characteristics

6. Much like that of the south of France, the Italian Mezzogiorno and Greece,
Portuguese and Spanish agriculture is Mediterrranean in character, with a
preponderance of crop-farming (55% of the value of total agricultural output as
against 45% in the Community of Ten), within which products typical of the
southern regions enjoy precedence, and less stockfarming than in the northern
regions of the Community. Owing to natural conditions, but also by tradition, the
various agricultural regions tend to specialize as regards production.

General description

7. Contrasting with the Community of Ten, Portugal and Spain are heavily
wooded countries (a third of the total area as against only a fifth in the Community
of Ten), with little land permanently under grass compared with arable land and,
above all, with land used for permanent crops (vines, fruit trees, olive trees).

Whereas the proportion of the utilized agricultural area under cereals is much the
same in the Community of Ten as in the new Member States, apart from a few
exceptions as regards some varieties, crops which prefer a southern climate (vines,
olive trees, fruit and vegetables, rice, flowers and ornamental plants and
sunflowers) are far more important in Portugal and Spain, where together they
account for nearly a quarter of agricultural land, as against only 11% in the
Community of Ten. Most of this difference is accounted for by vines and olive trees
(roughly 6% and 8% of the utilized agricultural area in Portugal and Spain and
2.5% and 2% in the Community of Ten respectively).

Crops of relatively minor importance in the old Community occupy a prominent
position in Portugal and Spain : pulses, almond trees, citrus fruit. Conversely, crops
which are of major importance in the northern regions are geographically limited

1 The agricultural statistics for the two new Member States are given in Annex II: ‘Key figures for
agriculture in the Community of Twelve’.
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here (sugar beet in Spain), are small (sugarbeet in Portugal grown only in the
Azores), or are not grown at all (rape).

Between the two new Member States, the differences lie mainly in the greater
importance of cash crops in Spain (sunflower, fruit and vegetables, flowers and
ornamental plants, cotton), and crops typical of a poor agriculture (rye) or
reflecting national consumer habits (potatoes, maize and rice) in Portugal.

8. Thesmall area used for fodder crops (a quarter of agricultural land in Portugal
and Spain as against a half in the Community of Ten) reflects the lesser importance
of stockfarming in the two new Member States. Admittedly, sheep, goat and pig
numbers are much the same as in the rest of the Community, but there are far fewer
cattle (see following table).

Livestock numbers in the Community of Ten,
Portugal and Spain

(Number of livestock per 100 ha of utilized agricultural land)

Livestock EUR 10 Spain Portugal
Cattle 78 19 32
of which: dairy cows 25 6 10
Pigs 77 41 58
Sheep 71 68 48
Goats 8 9 17

Sources: EUR 10: Community surveys of cattle herd and pig herd 1983. Survey of the structure of agricultural holdings (1979-80) (1981
for Grecce) as regards sheep and goats.
Portugal: agricultural surveys 1979/80 (mainland Portugal) and 1977 (Azores and Madeira).
Spain: 1982 agricultural survey.

The main agricultural regions

9. Spanish milk production is concentrated chiefly in the north-west, from
Galicia to the Basque country and along the foothills of the Pyrenees. The first of
these areas, with its hilly ground and typical maritime climate, has small farms with
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intensive agriculture and concentrates on stockfarming (cattle and pigs) and the
growing of maize, fruit (apples and pears), vegetables (potatoes, cabbages, beans)
and vines.

To the south of the Cantabrian mountains the landscape changes completely : the
immense Castilian plateau, which accounts for half of mainland Spain hemmed in
by mountains which separate it from the coastal regions, its climate is continental
with long periods of drought, except in a few mountainous areas where rainfall is
abundant. Cereals, particularly wheat, vines (vineyards of Castile, notably Rioja,
and particularly of La Mancha), olive trees and almond trees predominate, while
sheep and pigs are the main livestock. Most of Spain’s big farms are mainly in this
region.

On the Mediterranean and Atlantic coasts and in the plains of Andalusia the
climate becomes Mediterranean: fruit and vegetables, vines (Penedés, Catalonia,
Jerez, Malaga, Montilla in Andalusia), olives and almonds are the main products.
Whereas the Catalan coast enjoys some humidity, elsewhere the best productive
regions depend on irrigation : the Ebro valley (rice), the Guadalquivir valley (open-
field crops—wheat, sugarbeet, cotton) and above all the ‘huertas’ of the Valencia
region (rice, tomatoes, citrus fruit, almonds, apples, peaches and apricots).

In the Balearic Islands, agriculture concentrates on the production of fruit
(almondes, figs, carobs, apricots), vegetables, olives and vines and pigfarming. In the
Canary Islands, 1 800 km from Madrid, off the coast of Morocco, a warm climate
and fertile soil favour temperate crops (potatoes, tomatoes, vines) and tropical
crops (bananas, sugar cane, coffee).

10. To the south of Galicia, with similar natural features, north-west Portugal
(Entre Duoro e Minho) is a region of intensive farming on small farms devoted to
livestock, mainly for milk production, and the production of maize, fruit and
vegetables. There are vineyards here, including vineyards for green wines (‘vinhos
verdes’)! and, in the most exposed areas where the climate becomes Mediterranean
in nature, olive trees and orange trees. In the east, the mountain plateaux of Tras-

1 Wine obtained from unripe grapes.
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os-Montes are given over to stockfarming and the valleys to the production of fruit
and vegetables, maize and vines. The slopes of the Douro are used for the
cultivation of olives, figs, almonds and above all grapes for Port wines.

Further south, the region of Beira Litoral and Beira Interior concentrate on rice
production in the irrigated areas near to the coast, stockfarming in the uphill areas
to the east, and elsewhere on cereals, fruit, olives and vines (Dao wines). On the
banks of the lower Tagus (Ribatejo), large concerns use the flood plain for the

cultivation of rice and market garden-type products and the breeding of fighting
bulls.

In the south of the country, the Alentejo, a dry plain farmed by large concerns, is
historically Portugal’s ‘granary’, but rice, olives and citrus fruit are also grown
there. Fruit (almonds, figs, carobs and oranges), olives, rice and vegetables are
grown in the Algarve.

The Madeira archipelago, which lies more than 900 km from Lisbon on the same
latitude as Morocco, enjoys a special climate suitable for crops such as vines, sugar
cane, temperate and tropical fruit and vegetables, flowers and cereals. Farmers in
the Azores, in mid-Atlantic some 1 500 km from the Portuguese coast, concentrate
on stockfarming, particularly dairy farming. The main crops in the Azores are
maize, fruit, vegetables, sugarbeet. grapes and tea.

Strengths and weaknesses

11. In this vast area of wide contrasts, Spanish agriculture is comparable with
that of the other large countries of the Community, for it shares their diversity,
ranging from the vigorous and prosperous regions to areas of near-wilderness; the
advantages formed by the various Mediterranean products are matched by definite
weaknesses with regard to stockfarming and the main crops. The situation of
Portuguese agriculture is much less favourable: a few strong areas are
overshadowed by far-reaching structural deficiencies for most products.

Dynamic Mediterranean products

12. In Spain the biggest export crops, which are generally produced in irrigated
areas and yield excellent returns at low cost, are citrus fruit (Spain is the world’s



20 AGRICULTURAL ASPECTS OF COMMUNITY ENLARGEMENT TO INCLUDE PORTUGAL AND SPAIN

leading exporter of oranges and mandarins), melons, watermelons, strawberries,
tomatoes, onions, cucumbers, peppers, marrows and courgettes, aubergines,
artichokes, French beans, lettuces and endives.

Spanish vineyards, which form the largest total in the world in size, export some 5
to 6 million hectolitres a year despite lower average yields than in the wine-growing
countries of the Community of Ten. The olive plantations, which cover more than
two million ha, yield exportable quantities of oil varying between some tens of
thousands and more than 100 000 tonnes a year. Spain is also the world’s leading
producer and exporter of almonds.

In Portugal, the main agricultural assets are limited to wines (Port, Madeira, green
wines, Dao wines), tomato products, olive oil and the animal feedingstuffs
industry, which obtains its inputs from ‘third’ countries at world prices.

Thanks to a reafforestation drive sustained over many years, forestry occupies a
leading place in both countries, and makes a significant contribution to their
exports. This is particularly true for Portugal, which is the world’s leading
producer of cork and whose exports of timber, cork and derived products account
for nearly 15% of agricultural and food exports.

Stockfarming, cereals, major crops: difficult sectors

13. Spain is unable to meet domestic demand for any of the cereals (except rice),
beef/veal, most milk products, sugar and oilseeds. In the case of Portugal, the list
covers most agricultural products, a fact which reflects the overall weakness of
Portuguese agriculture.

Working on a relatively smaller overall scale than in the Community of Ten,
stockfarmers in the new Member States have generally been unable to meet in full
the growing demand for livestock products (meat, milk products) which has built
up as a result of the rise in the standard of living and, in the case of Portugal, the
flow of immigration from former colonies. The expansion of stockfarming is
impeded by its production structures: in Spain, average sheep flocks are larger than
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in the Community of Ten (90 animals as against 80), whereas for other species,
numbers are on average half (pigs) or a third (cattle) the figures in the Community
of Tenj; in Portugal, average stock numbers are a third (goats) a fifth (sheep) or a
seventh (cattle and pigs) the size of those in the Community of Ten.!

Within the large extensive livestock farms in southern Portugal and Spain and the
modern production units in the poultry and, to a lesser extent, pig sectors, farmers
do not yet have the resources to develop a stockfarming sector comparable in size
and performance with the average of the remainder of the Community.

Equally conspicuous is the weakness of certain major crops. For example, using
proportionately the same area of land as in Portugal and Spain with a high level of
general consumption, the Community of Ten produces 10% more cereals than it
uses whereas the new Member States cannot cover their requirements. The low
yields of crops in dry conditions (depending on variety, a half or a third of average
yields in the Community of Ten and in some cases even less) has prevented the
increasing demand from being met, resulting in a major rise in imports of raw
materials for feedingstuffs—fodder cereals and oilseeds now for close on 40% of
agricultural and food imports.

The structural problem

14. The low yields of certain crops of major importance for national supply and
the precarious situation of certain sectors are in fact only one aspect of the main
problem affecting agriculture in the new Member States, i.e. production structures
which are on average inefficient. In the Community of Ten, agriculture accounts
for roughly 8% of employment but only 4% of national product. This 2 to 1 ratio,
which reflects the relative inefficiency of farming as compared with other economic
activities, is as high as 3 to 1 in Spain and even 4 to 1 in Portugal ; differences as wide
as this cannot be accounted for solely by lower farmgate prices or by lower capital
intensity.

The natural conditions farmers have to contend with in the two countries are often
unfavourable: mountainous terrain (Spain is the second most mountainous

1 Pigfarmers in Portugal and Spain also have to contend with African swine fever, endemic in both
countries
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country in Europe after Switzerland), poor soil in several regions, inadequate or
uneven rainfall. But other factors, relating to farming structures and to the absence
of modern production techniques, also help to account for the low rates of
efficiency, especially in Portugal.

15. Irrigation, which is a fundamental factor in increasing productivity in
Mediterranean agriculture,! is unevenly developed according to crops. It is,
moreover, probably inadequate in Spain despite its extent in relation to the
immense size of the dry areas (the irrigated area accounts for 11.4% of the utilized
agricultural area as against almost 15% in Italy) or in decay and generally reliant on
rather primitive techniques in Portugal (10% of irrigated land uses facilties built
since 1935; only 5% of irrigated land relies on mechanization).

The quantities of artificial fertilizers used are two-thirds or half those used in the
Community of Ten and the same is true as regards the number of tractors and
combine harvesters per unit of land.

16. Small farms, which are already very numerous in the Community of Ten,
dominate agriculture in Portugal and Spain: 87% of Portuguese farms are smaller
than 5 ha, 94% smaller than 10 ha; in Spain, the respective figures are 70% and
80%. In the two new Member States small intensive farms predominate in the north
and large agricultural estates in the south. More than half of farm heads are over 55
years of age and the younger age groups (up to 45) are less represented than in the
Community of Ten.

17. Heavy investment over many years had enabled Spain to increase the extent of
its irrigated areas, to develop mechanization and the use of fertilizers and plant
health products and to speed up land consolidation. As a result the Spanish
agricultural structures exhibit great diversity, from the small fragmented holdings
in the mountainous regions of the north and north-west to the efficient agriculture
of the irrigated production areas along the Mediterranean coast and the lower
reaches of the major rivers.

1 In Spain, the yield of olive trees is twice as high, that of wheat, maize, new potatoes, sugarbeet and
sunflower 2.5 times as high, and that of open-air tomatoes, table grapes and most annual fodder
cereals 3 times as high as it would be without irrigation.
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By contrast, the structural weakness of Portuguese agriculture is fairly general. The
handicaps already mentioned are even more serious than the situation in Spain.
Added to this, the standard of education of farmers is very low (30% of farm heads
are illiterate and another 30% can read and write but have no qualifications),
vocational training is inadequate and no proper guidance or experimentation
system exists.

Portuguese and Spanish agriculture in the new Community context

18. Thus the Community now acquires two agricultural systems with production
structures which are—in varying degrees, according to the case—in many respects
deficient. Apart from this common feature, and those described above, the
contributions made by Spanish agriculture on the one hand and Portuguese
agriculture on the other to the agricultural common market differ very much in
scale.

With Spain, the Community has acquired a major agricultural system—second
largest in terms of area in the Community of Twelve—which substantially alters
the parameters of the Community’s agriculture equation (employment, number of
farms, areas, livestock numbers) and the situation for Mediterranean products. For
these products moreover, particularly the key fruits and vegetables, Spain was in a
strong competitive position thanks to favourable natural conditions, low
production costs and real commercial vigour. Conversely, changes were required in
stockfarming and the cereals sector if Spain was not to be swamped by competition
from the members of the old Community of Ten.

The contribution made by Portuguese agriculture is, of course, a much smaller one.
Tts main features are the few products which constitute its strong points and, above
all, a large number of farms providing work for almost a million farmers and farm
workers. Owing to its underproductive nature, the integration of Portuguese
agriculture into the Community system as a whole was a difficult undertaking.
Entering a new competitive battle without much in the way of heavy weapons,
Portuguese agriculture had to be given special treatment if the reorganization so
obviously needed in most of its sectors was to be properly implemented.
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Green Europe from Ten to Twelve: the problems raised by the
enlargement of the Community

19.  The accession of Portugal and Spain will mean the addition of three million
farms, a labour force of three million and some 30 million ha to the Community’s
agricultural production potential and an increase in the Community’s consumption
potential of 48 million people.!

This major change in terms of quantity, comparable with that resulting from the
first two enlargements together, will also entail a change in the agricultural
landscape of the Community, reflecting the major characteristics of the agriculture
of the new Member States:

(1) greater importance of Mediterranean crops (vines, olives, rice, fruit and
vegetables), relative reduction in the importance of major crops in the northern
regions of the Community (wheat, rape, sugarbeet) and, above all, in livestock
products, more particularly cattle-raising;

(ii) aggravation of the structural problems of Community agriculture owing to the
constitution of a new very large agricultural area made up of the southern
regions of the Community, accounting for more than 65% of the Community’s
farms. Farming structures in this area will in many respects lack the strength of
those elsewhere.

It is these two major characteristics of the agriculture of the Twelve, together with
the special features of the market organizations in Portugal and Spain in the years
preceding their accession which engender most of the specific problems raised in
the agricultural sphere by the third enlargement.

The new competitive situation

20. Portuguese and Spanish output of Mediterranean products will boost
Community production in proportions varying from 20% to over 100% according
to product (apricots, citrus fruit, onions, rice, olive oil, tomatoes, wine, peaches,
etc), whereas, in other sectors, the increase will be generally more modest: from 8
to 12% for sugar, beef/veal, wheat and pigmeat. Spanish production will account
for most of these increases.

1 The statistics on agriculture in the Community of Twelve are to be found in Annex II ; ‘Key figures
on agriculture in the Community of Twelve’.
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If certain Mediterranean products (wine, citrus fruit, apricots, melons,
strawberries, table grapes, almonds, nuts, aubergines, artichokes, tomatoes, early
potatoes, lettuces) had been allowed to move freely within the Community as soon
as the new countries joined, the growth in trade would have led to stiff competition
between regions of the enlarged Community, turning rapidly to the advantage of
the new members. Production costs in the new countries are generally lower even at
an identical level of performance, and until recently, they had subjected only a
small fraction of their output of fruit and vegetables to the marketing disciplines
which have to be observed by growers in the Ten (quality standards, market
Intervention).

Conversely, the more vulnerable sectors of Portuguese agriculture would probably
not have been able to withstand the sudden confrontation with the production of
the other Member States which would have followed an unrestriced extension of
the common agricultural market. Several varieties of fruit and vegetables produced
in the Community of Ten could, moreover, have replaced Spanish produce on its
own market whereas at the moment they are sold there, if at all, in only small
quantities.

Special arrangements therefore had to be made for these ‘sensitive’ sectors so as to
enable both sides gradually to adapt to the new conditions arising from
enlargement and in this way allow interpenetration to take place without hardship
or bankruptcies.

21. Apart from these developments, products from Portugal and Spain could,
through the effect of ‘Community preference’!, compete with the produce from
certain ‘third’ countries of the Mediterranean area with which the Community
maintains special relations and which enjoy preferential access to the Community
market. The countries which could be affected in this way are: Morocco (citrus
fruit, tomatoes, early potatoes, wine), Tunisia (olive oil, citrus fruit), Cyprus (early
potatoes, wine and table grapes, citrus fruit), Israel (citrus fruit, fruit juices, early
potatoes, cut flowers), Yugoslavia and the Maghreb countries (wine). Aware of its
responsibilities in this part of the world, the Community also has had to seek ways

1" The mechanisms of the common agricultural policy are an inducement to Community consumers to

obtain their supplies primarily from Community producers.
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of tempering any damage which the situation it has itself created might cause these
countries, and grant special treatment to their exports to the Community after
enlargement.

A new dimension to the structural problems of Community agriculture

22. The accession of the new Member States means that the Community
agricultural system now has a higher proportion of small farms and a larger
number of elderly farmers. Its average efficiency in both technical terms (yields) and
economic terms (wealth) produced by each person engaged in agriculture
compared with that of other sectors! is necessarily reduced. The contrast between
the agricultural structures of the north and the south of the Community has become
more pronounced. Enlargement has therefore made the need for a significant
improvement in the agricultural structures of the Community even more urgent,
particularly in the southern regions, where the structural deficiencies are most
marked and where competition resulting from the reciprocal opening up of the
market of the Community of Ten and the two new arrivals will be felt most actuely.

Considerable potential for production

23. The output of the Ten and that of the new Member States do, to some extent,
complement one another: the Community of Ten has a surplus in most cereals,
sugar, potatoes, meat and milk products, whereas Portugal and Spain are net
importers of these commodities. Spain exports oranges, table grapes and nuts
(almonds, hazelnuts), of which the old Communtiy is a net importer. However, if
the production levels reached on both sides prior to enlargement remain
unchanged, surpluses could arise or increase in the enlarged Community as regards
olive oil, rice, certain fruits and vegetables, processed tomatoes and wine.

Although its productivity is low in some sectors, Portuguese and Spanish
agriculture do show considerable potential for productivity gains. These will
accrue from the extension of irrigation, the consolidation and restructuring of
farms, increased use of modern production techniques, and the resowing of at least
part of the fallow land, which, in Spain, totals 4.8 million ha, i.e. 17.5% of available

1 The calculation includes farmgate price and capiral intensity differences, as well as productivity
differences proper.
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agricultural area. In this connection, the stimulus of EEC farm prices (except for
sugarbeet and milk, farmgate prices in Spain before it joined were lower than in the
Community of Ten, in some cases much lower) could well serve to boost
production, particularly of fruit and vegetables, wine, and in the medium term,
olive oil.

At a time when the Community had begun to control its agricultural production in
line with demand, steps had to be taken to ensure that the application of the
common agricultural policy to Portugal and Spain would not cause production to
develop in a manner incompatible with the disciplines which the Community must
now accept, although the disciplines might have to be applied with more flexibility
in certain situations.

Market organizations with special features

24. The accession of Portugal and Spain entails the adoption by those countries of
established Community law in the agricultural field, i.e. all those parts of
Community legislation which underlie the common agricultural policy and all
other provisions having a bearing on the implementation of that policy. Like every
Member State, the newcomers therefore will have to apply the rules of the EEC
market organizations, which now supersede those of their own market
organizations.

The situation if, of course, not a new one for the Community. It had already been
carried out by Denmark, Greece, Ireland and the United Kingdom. However, in the
case of Portugal and Spain, there were special difficulties, resulting from the
particular characteristics of their market organizations at the time when
membership was being negotiated.

25. In both cases, the market organizations in a number of sectors were based on
a management system where the State played a preponderant role going far beyond
the types of mechanism used for the purposes of the common agricultural policy.

In Spain, State intervention concerned products regarded as sensitive. According to
the case, it could take the form of control exercised at production level (restriction
of areas planted with rice, for example, so as to ensure that specific areas were
planted), or on the internal, commercial level (buying-in and sales monopoly for
common wheat and durum wheat, exclusive regional concessions granted to dairies
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for the sale of pasteurized milk). It was practised above all in foreign trade, where a
State-trading system controlled by a public agency was applied to the key imports
(cereals, milk products and meats), with restricitons under which the quantities to
be imported were limited to the supplies needed to bridge the gap between national
output and national demand.

The export sectors (olive oil, table olives, fresh and processed fruit and vegetables,
certain wines) were subject to a ‘commercial organization’ system, operating on the
basis of joint action by government bodies and export concerns to restructure
exports and modernize marketing systems.

In Portugal, the influence of the State was more comprehensive, covering most
agricultural products. In form, it varied from arrangements under which both
domestic trade (purchasing and sales monopolies for Portuguese production or
control of marketing) and external trade (State trading for imports, administrative
licences for imports and exports) were governed by the State to arrangements under
which the State controlled only external trade, with or without intervention on the
domestic market (cereals, vegetable oils and fats, wine, fresh fruit and vegetables,
livestock products and sugar).

With the basic aim of underpinning farmgate prices for essential products whilst
keeping comsumer prices relatively low, the market organizations excercised
control over consumer prices and a range of public aids which could be paid at
various stages in the production-processing-marketing chain.

26. Inaddition to these general problems, there was quite a large number of more
specific problems. It was above all in the fresh fruit and vegetables sector that the
differences between the national schemes and the Community regime were most
marked: only a small part of production was standardized, producer groups played
only a modest role, and there was no price-reporting system for defined products on
representative markets, although all of these arrangements are essential features of
the market organizations in the Community.

27. The characteristics of the organization of the market in fresh fruit and
vegetables in Portugal and Spain made even a gradual application of the
Community organization as from the date of accession impossible. In the sectors
subject to government intervention in external trade, the market was genuinely



AGRICULTURAL ASPECTS OF COMMUNITY ENLARGEMENT TO INCLUDE PORTUGAL AND SPAIN 29

transparent, in respect neither of requirements nor of prices; producers and
processors were quite unprepared for the reactions which disposal on an open
market demands. Where it also influenced the internal market, the government did
not encourage the establishment of markets on which prices are determined on the
basis of free commercial transactions and had prevented or impeded the
development of the private marketing infrastructures which were to replace the
public organization after accession.

This means that the application to Portugal and Spain of mechanisms of the EEC
market organizations gave rise in some sectors to problems comparable to those
arising from the special features of their agriculture or the impact of the new
members’ agriculture within that of the enlarged Community.

Green Europe from Ten to Twelve: the solutions chosen

28. The accession negotiations, which began on 17 October 1978 for Portugal
and on 5 February 1979 for Spain, were completed on 12 June 1985 with the
signature of the instruments relating to their accession, so that it took more than six
years to hammer out mutually acceptable solutions to the various problems raised
by the integration of the new members into the Community.

During that period, Portugal and Spain began to make the adjustments necessary
with a view to their accession : gradual introduction of certain aspects of the EEC
market organizations, elimination of certain schemes incompatible with
Community rules, restructuring of agricultural sectors threatened by competition
from the other Member States.

The Community of Ten adjusted its market organization for fresh fruit and
vegetables by strengthening its support for producer groups and making additions
to the list of products ranking for Community protection. It reformed its wine
market organization so as to control the growth of supply. It also introduced a
major scheme to improve the economic and social situation of is southern regions
(Integrated Mediterranean Programmes) and contributed to the improvement of
the agricultural structures in Portugal by granting pre-accession aids.



30 AGRICULTURAL ASPECTS OF COMMUNITY ENLARGEMENT TO INCLUDE PORTUGAL AND SPAIN

The common agricultural policy will be operated fully in Portugal and Spain only
after a period of transition.! At the same time, the Community will provide aid for
the implementation of a programma to restructure Portuguese agriculture; the
schemes provided for under the Integrated Mediterranean Programmes will be
implemented in certain regions of the old Community.

Lastly, new links will be established with the Community’s partners so as to temper
any effects which the integration of the new Member States may have on their
trade.

A new style of transition period

29. Each enlargement of the Community has been facilitated by transitional
arrangements designed to enable the new Member States to phase in the rules of the
common agricultural policy, assist mutual adaptation by the new partners and thus
ensure the harmonious integration of the new members after an adequate period of
time.

The diversity of the problems raised in the agricultural field by the third
enlargement meant that a special type of transition period had to be decided on for
the full introduction of the common organization of the agricultural market to
Portugal and Spain.

The period of transition will run for ten years from the date of accession? and,
depending on the product, will entail arrangements comparable to those made
when countries have joined in the past (‘conventional’ transition) or action of a new
type, with a preliminary stage used for the establishment of the infrastructure and
facilities needed for the proper operation of the EEC market organizations in the
new Member States, followed by a second stage during which the new mechanisms
will be applied and at the same time prices and aids will be aligned on those in the

1 The common agricultural policy will apply to all of Portugal. In Spain, it will not apply to the Canary
Islands or to the ‘Plazas’ of Ceuta and Melilla.

2 The transition period began on 1 January 1986, the date the two countries joined. However, the
clauses in the Acts of Accession on production of and trade in agricultural products apply in the new
countries from 1 March 1986 only, as a two-month period of grade was needed to give the
Community institutions enough time to adopt a relatively large number of instruments
implementing the Act.
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old Community (transition ‘by stages’). For sensitive products, there will also be an
arrangement for monitoring trade between the old Community and each of the two
new members: the Supplementary Trade Mechanism (STM).

‘Conventional’ transition

30. The mechanisms of the EEC market organizations can be phased in from the
outset for certain Portuguese products and most Spanish products.!

The ‘conventional’ transition period applied to them will involve, over a period of
seven years, the alignment of Portuguese and Spanish prices and aids on those in the
old Community, with,

(i) where appropriate, ‘accession’ compensatory amounts,

(i) elimination of tariff and non-tariff barriers to trade between the old
Community and the new Member States,

(iii) adoption by the new countries of the Common Customs Tariff for their trade
with ‘third’ countries,

(iv) application by the new countries of the preferential schemes operated by the
Community in respect of imports from a number of ‘third’ countries.

There will be a safeguard clause for 10 years in respect of trade between the old
Community and Portugal and Spain.

A 10-year period was also agreed for the elimination of certain public aids to
agriculture which were incompatible with Community rules but the elimination of
which upon accession would have seriously depressed farmgate prices or forced up
consumer prices.

These aids, which thus can be retained on a temporary basis, normally being
phased out by the end of the transition period, will, however, have to be paid for by

1 InPortugal, oils and fats, sugar, processed fruit and vegetables, sheep- and goatmeat, tobacco, flax
and hemp, hops, seeds, dried fodder, peas and field beans and sweet lupins, live plants and flowers,
silkworms and beekeeping; in Spain, all products subject to common organization, with the sole
exception of fresh fruit and vegetables.
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the Portuguese and Spanish authorities. During the same period, the new Member
States will be free to apply, in certain circumstances, quantitative restrictions on
imports from ‘third’ countries of a number of sensitive products.! These
arrangements should make it possible to eliminate gradually a number of special
schemes, possible to eliminate gradually a number of special schemes,
characteristic of the Portuguese and Spanish agricultural policies pursued before
they joined, leaving the farmers concerned time to adapt to the new situaiion.

The other main features of conventional transition for Portugal and Spain concern
mainly:

(i) price alignment, where the prices in Portugal and Spain exceed the Community
prices, a situation much commoner than in the case of previous enlargements,
especially in Portugal ;

(ii) situations existing in the new Member States or liable to emerge in the enlarged
Community. For example, for oils and fats, the control in Portugal and Spain
for five years of the relationship between the consumer prices of olive oil and
competing oils, and of the quantities of oilseeds marketed, should prevent a
decline in the consumption of olive oil, at a time when there is already a danger
of surpluses building up.

Transition by stages

31. In a number of cases the application as from accession of the EEC market
organization mechanisms would have raised such difficulties that it would have
been impossible to implement the conventional transitional arrangements.
Problems which emerged lay in the fundamental differences in the organization of
the markets and also, in the case of Portugal, in the structural weakness of certain
sectors in the face of competition, even where gradually introduced, from like
sectors in the Community of Ten and in the lack of staff and administrative and
technical machinery needed to perform as from accession the operations provided
for under Community regulations (intervention, sampling, refunds, etc.).

Since it would have been impossible to cope with these difficulties to the necessary
extent during the period leading up to accession, a new form of transition, i.e. by
stages, had to be devised. In Portugal, it covers in fact the bulk of agricultural

1 These take the form of annual quotas which will be increased; they are available, without

discrimination, to all operators.
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production: milk and milk products, beef/veal, pigmeat, poultry, eggs, cereals,
rice, fresh fruit and vegetables, wine products. In the case of Spain, it applies only to
fresh fruit and vegetables.

32. The first stage, which will last four years in Spain and five years (possibly
shortened to three) in Portugal, will be devoted to carrying out the necessary
restructuring operations and above all, introducing the basic mechanisms of the
EEC market organizations, the full activation of which has been deferred until the
end of the first stage. The market organizations defined will therefore remain
‘national’ but will have to be adapted in line with ‘general objectives’,
supplemented where appropriate by ‘specific objectives’; these will vary according
to the product concerned, so that integration into the common agricultural policy
can be completed by the end of the first stage ;! expenditure on market management
will be borne by the national budgets.?

During the first stage, the sectors concerned will not be fully associated with their
counterparts in the Community of Ten. The national system previously applied in
trade with the Community of Ten and in exports to ‘third’ countries has been
maintained ; likewise, the Community of Ten will, in its trade with the new
Member States in the products concerned, apply the system which it applies to
‘third’ countries, subject to a few adjustments.

Nonetheless, it was agreed that action should be taken, as far as possible, on
integration as soon as the new countries joined: for example, the Community
arrangements concerning imports from ‘third’ countries will apply for Portugal and
Spain from the beginning of the transition period, in respect of mechanisms and
level of protection; resources generated will accrue, however, to the national
authorities.

Likewise, the gradual elimination of customs duties between the Community of
Ten and the new Member States began on both sides as from accession. Lastly,
Portugal and Spain are subject to disciplines relating to prices, aids and production
so as to move closer to the policy followed in this field by the Community and
enable the measures entailed by the second stage to be applied in the best possible
conditions.

33. The second stage, which will last until the end of the transition period, will
have the same features as the conventional transition period. As in the case of the

1 See Annex I for the general or specific objectives for each sector concerned.

2 In Spain, however, the Community will help to finance intervention operations cdrried out during
the first stage by fruit and vegetable producer organizations in respect of products complying with
common quality standards to the extent, for each product, of the proportion of production covered
by producer organizations recognized by the Commission as being compatible with Community
rules in terms of constitution and operation.
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latter, aids which are incompatible with Community rules will be permitted subject
to certain conditions and on a temporary basis, as will quantitative restrictions on
imports from ‘third’ countries. Throughout the period of transition, a safeguard
clause will apply in trade between the Community of Ten, Portugal and Spain.

For sensitive products: the Supplementary Trade Mechanism

34. Asan adjunct to the arrangemerits, a2 monitoring system of a new type applies
to trade between the old Community and the new Member States in all sensitive
products:! the Supplementary Trade Mechanism (STM).

35. The STM consists basically in the establishment, product by product, at the
beginning of each marketing year on the basis of production and consumption
estimates, of a ‘forward timetable’ for the development of trade and of an
‘indicative import ceiling’ for the market concerned. Where the ceiling is reached or
exceeded, or where the target markets may be disrupted, various measures may be
activated which, in certain circumstances, may entail the curtailment or suspension
of imports.

For those sensitive products subject to conventional transition, the STM will apply
throughout the transition period; for products subject to transition by stages, it
concerns only the second stage, as the effect of the mechanisms set up for the first
stage is that there will be no full integration of the markets concerned at that time.

1 The following are subject to the STM:

(i) trade in both directions between the Community of Ten and Portugal; olive oil, oilcakes,
flowers, etc., and various fruit-based products. A list of products subject to the system of
transition by stages which may be subject to the STM during the second stage will be drawn up
before the end of the first stage.

(ii) imports into the Community of Ten from Spain: wine products, new potatoes, fresh fruit and
vegetables;

(iii) imports into Spain frim the Community of Ten: wine products, bovine animals and meats,
certlain milk products, several types of fruit and vegetables, common wheat of breadmaking
quality;

The list of products subject to the STM may be changed.
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36. The successive indicative ceilings fixed ‘must reflect a certain steady progress
in relation to traditional trade flows’. Designed as it is, the STM can be seen as a
flexible mechanism allowing the monitoring and steady development of trade in
sensitive products whilst avoiding any abrupt increases in certain trade flows and
repeated recourse to safeguard measures by the partner affected. It should result in
the gradual achievement of completely free movement of products within the
agricultural common market by the time the transition period expires.

Controlling production potential while allowing Portuguese agriculture
some room for manoeuvre

37. The mechanisms designed to control agricultural production in the
Community (guarantee thresholds, quotas, other similar measures) will apply as
from accession to all the Spanish sectors concerned at the production levels reached
prior to accession.

[

In Portugal, the same mechanisms will apply to products subject to conventional
transition (sugar, oilseeds, certain processed fruits and vegetables), but, in respect
of products subject to transition by stages, the production rules applied allow for
the need for productivity improvements. This arrangement, felt to be indispensable
for the maintenance of competitive agriculture, will apply only during the first
stage.! Otherwise, the Community disciplines will apply in the same way as to the
least-favoured regions of the Community.

By means of these arrangements, control over Spanish production, much the larger
of the two systems, is ensured from the outset. Portuguese agriculture too must
comply with Community regulations, but productivity gains could well mean an
increase in the output of certain products.

More intensive structural measures

38. The arrangements agreed for the introduction of the EEC market

1 The concession is rather less flexible for the wine sector, where a system for the control of planting
similar to that in the old Community is to be introduced.
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organizations in Portugal and Spain will be backed up by schemes warranted by the
new dimension of the structural problems of agriculture in the enlarged
Community.

39. The Community policy on agricultural structures will apply in full in the new
Member States as soon as they join. The most handicapped Spanish regions will
enjoy the most favourable arrangements which the Community of Ten applied to
its least-favoured regions under its ‘horizontal’ measures.! However, it is in
Portugal that the Community effort to improve agricultural structures will be the
most intensive.

40. Even before accession, the Community of Ten provided support for various
projects in the Portuguese agricultural sector in the form of two pre-accession aid
schemes, entailing total amounts of 23 million and 50 million ECU.

As from accession, the most favourable provisions in the application of
Community horizontal measures will apply throughout Portugal. Furthermore, as
an extension and amplification of the pre-accession aid schemes, a ‘specific
programme for the development of Portuguese agriculture’ will be putinto effect as
from accession as an adjunct to the Community’s normal structural measures.
Endowed with a Community allocation of around 700 million ECU for a period of
ten years, the programme comprises short-term measures (agricultural advisory
services, improvement of farming conditions, processing installations and the
marketing of agricultural products), medium-term measures (infrastructure,
irrigation, guidance, training and agricultural research) and long-term measures
(land consolidation or enlargement of farms, retirement incentives for elderly
farmers and encouragement for the setting up of young farmers) for structural
improvement.

By including a structural category amoung the special provisions for the transition
period applying to Portuguese agriculture, the aim of the programme is to provide
the latter with the means for restructuring and thus facilitate its full integration into
the Community system as a whole at the end of the transition period.

41. At the same time, for a period of seven years, the Integrated Mediterranean
Programmes (IMP) will be put into effect in the southern regions of the Community

t Le. those which can be applied throughout the Community.
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of Ten.! To encourage the adaptation of these regions to the new circumstances
created by enlargement, the Community will channel the available resources—
4 100 million ECU?2 (2 000 million reserved for Greece)—into activities likely to
have a multiplier effect in the development of rural areas: agriculture, but also
fisheries, food processing, very small firms, industry, services. In the agriculture
field, the measures provided for in the IMPs can supplement or consolidate existing
Community measures, some of which, moreover, enjoy larger Community finance
in the Mediterranean regions.

Thanks to these measures and the updating of the Community policy on
agricultural structures undertaken in 1984 and 1985 (measures designed to
strengthen marketing and processing structures for agricultural products and
improve the efficiency of agricultural structures), the enlarged Community will
henceforth be able to take more dynamic action on structures in its rural areas,
which will be mainly of benefit to the Mediterranean regions.

New relations with ‘third’ countries

42. When Portugal and Spain joined the common market, the Community, under
the rules of the GATT (General Agreement on Tariffs and Trade), to which it is a
contracting party, was to start negotiations with the other GATT members to
assess the impact of the enlargement on imports from non-member countries. The
eniargement will entail substantial liberalization of imports into the two new
member countries, which should constitute sufficient compensation for certain
adjustments of customs duties which will be made.

43. The main effect of the enlargement has been to speed up a review of the
overall Mediterranean policy which the Community implemented initially in 1972
but which had not proved entirely satisfactory. Under the new Mediterranean

1 With the exception of the large cities and urban coastal belts, in France, Dréme, Ardeche and the
regions of Languedoc-Roussillon, Corsica, Provence-Alpes-Cote d’Azur, Aquitaine and Midi-
Pyrénéees; in Italy, the entire Mezzogiorno and the regions of Liguria, Tuscany, Umbria and
Marche, and certain lagoons in the northern Adriatic as regards aquaculture schemes; the entire
territory of Greece.

2 2 500 million ECU of the total of 4 100 million ECU will be drawn from the Community’s structural
funds (European Regional Development Fund, European Social Fund, ‘Guidance’ section of the
European Agricultural Guidance and Guarantee Fund), while the remaining 1 600 million EC will be
provided in the form of a special budget appropriation.
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policy (as proposed), the main objective for the Community will be to allow the
maintenance, during the transition period, of traditional imports? of agricultural
products originating in Mediterranean countries. For this purpose, for products
covered by the agreements (including citrus fruits, wine and new potatoes), the
duties will be phased out during the same periods and at the same tempo as that
agreed for the elimination of duties in respect of Portugal and Spain, up to
traditional quantities by country of origin and by product. Special arrangements
have been agreed for olive oil from Tunisia.

These provisions should ensure that, for their staple products, the Mediterranean
countries will enjoy access to the Community market for their exports unaffected
by the enlargement.

Conclusion

44. The arrangements agreed for the integration of Portugal and Spain into the
Community agricultural system and those parallel arrangements in other fields are
a reflection of the problems—numerous and often original in nature—raised by the
third enlargement. The effectiveness of the arrangements will be gauged by how
well the specific targets assigned to them are achieved over and above the gradual
and full application of the rules of the common agricultural policy in the two
Member States, i.e.:

(i) restructuring of Portuguese agriculture to enable Portuguese farmers to meet
competition from the other Member States by providing protection for most of
its production (the first stage of transition by stages and the SMT) and specific
structural measures before accession and throughout the transition period;

(ii) the control of the development of the substantial agricultural potential,
protecting sensitive Spanish sectors so as to give them time to adapt (SMT),
encouraging modernization of agriculture in Spain’s less-favoured areas (the

1 Average quantities for the years 1980 to 1984.
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most favourable provisions of the policy on agriculture structures);

(iii) enabling the sectors and regions of the Community of Ten concerned to adapt
smoothly to the new context created by enlargement by providing a few years’
protection from Spanish fruit and vegetables (first stage of transition period)
and wines (SMT) and restructuring the economy of the rural parts of the
southern regions (IMP);

(iv) preventing enlargement from jeopardizing the traditional agricultural exports
of Mediterranean ‘third’ countries to the Community by ensuring that during
the transition period they receive treatment which is no less favourable than
that applied to the new Member States.

45. The third enlargement of the Community differs sharply from previous
enlargements because of the way it further enhances the agricultural component of
European integration: although relatively modest in economic terms, the
integration of the Portuguese and Spanish agricultural systems is unprecedented
from the point of view of the number of farms, employment and agricultural
potential, the budgetary impact of their integration is of a quite different order ; the
adaptations to be made on both sides in certain sectors and certain regions will be of
a new variety.

Enlargement has not in itself provoked the reform of the common agricultural
policy as regards Mediterranean products, the implementation of the IMP or the
revision of the Mediterranean policy, but it has unquestionalby helped to accelerate
them.

In both these ways, the accession of Portugal and Spain will mark a new point of
departure not only for the Community itself but also for Community agriculture.
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ANNEX |

Objectives for the first stage of the transitional period

SPAIN

Product

General objectives

Fresh fruit and
vegetables

the progressive application of quality standards to all the products
concerned and strict application of the requirements arising therefrom;
thf development of producer groups within the meaning of Community
rules;

the setting up of a body and creation of a material and human infrastructure
suitable for carrying out public intervention operations provided for under
Community rules;

the setting up of a network for the daily recording of prices on representative
markets to be defined on the basis of the various products;

the liberalization of trade with a view to introducing a system of free
competition and of free access to the Spanish market and of adaptation of
the ‘sectoral trade adjustments’ to exports in order to make them compatible
with the requirements of freedom of movement.

PORTUGAL

Product

Specific objectives

Fresh fruit
and vegetables

elimination of the Junta Nacional das Frutas (JNF) as a State body at the end
of the first stage;

development of producer organizations within the meaning of the
Community rules;

progressive and generalized application of common quality standards;
setting up an intervention body and creating a matertal and human
infrastructure to facilitate intervention operations;

free formation of prices and their daily recording on representative markets
to be defined on the basis of the different products;

creation of an information service on agricultural markets in order to record
rates daily and the appropriate training of the administrative departments
indiipensable to the smooth functioning of the common organization of the
markets.

Milk and milk
products

abolition of the Junta Nacional dos Produtos Pecuarios (JNFP) as a State
body at the end of the first stage and the progressive liberalization of internal
trade, imports and exports with a view to setting up an arrangement for free
competition and free access to the Portuguese market;

creation of an intervention agency and the formation of a material and
human infrastructure to facilitate intervention operations;
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Milk and milk
products (cont’d)

modification of the existing prices structure so as to enable their free
formation on the market and modification of the relation as to value
between the fat part and the protein part of milk used in Portugal to align it
on the relation retained in the Community;

harmonization of domestic prices for milk, butter and dried milk obtaining
in mainland Portugal with those obtaining in the Azores;

elimination, as far as possible, of national aid which is incompatible with
Community law, and the progressive introduction of the scheme for
Community aid;

abolition of the exclusiveness of milk collection zones and of the
exclusiveness of pasteurization;

creation of an information service for agricultural markets with a view to
the recording of price levels and an appropriate formation of administrative
departments, these being essential for the smooth running of the common
organization of the markets in the sector concerned;

implementation of measures intended to promote the modernization of
production, processing and marketing structures.

Beef/veal

elimination of the JNPP as a State body at the end of the first stage, and the
liberalization of imports and exports and the progressive liberalization of
domestic trade with a view to introducing a system of free competition and
of free access to the Portuguese market;

creation of an intervention body and formation of a material and human
infrastructure to facilitate intervention operations and the appropriate
training of the administrative departments, which are indispensable to the
smooth functioning of the common organization of the markets in the sector
in question;

free formation of prices on representative markets to be established;
creation of an information service on agricultural markets in order to record
prices and the introduction of the Community grading scale for carcases
with a view to quotation comparability ;

implementation of measures intended to promote the modernization of
production, processing and marketing structures aiming at increasing the
productivity of stockfarming and better profitability for the sector;

trade liberalization on the zoo-technical level.

Pigmeat

elimination of the JNPP as a State body at the end of the first stage, and the
progressive liberalization of domestic trade, imports and exports with a
view to ensuring a system of free competition and free access to the
Portuguese market;

creation of an intervention body and formation of a material and human
infrastructure facilitating intervention operations, adapted to the new
conditions of the Portuguese market;

free formation of prices on representative markets to be established;
creation of an information service on agricultural markets in order to record
prices and the appropriate training of the administrative departments,
which are indispensable to the smooth functioning of the common
organization of markets;

implementation of measures intended to promote the modernization of
production, processing and marketing structures aiming at better
profitability for the sector;

pursuit and intensification of the campaign against African swine fever and
in particular the development of closed-circuit production units.




AGRICULTURAL ASPECTS OF COMMUNITY ENLARGEMENT TO INCLUDE PORTUGAL AND SPAIN 43

Eggs
and poultrymeat

elimination of the JNPP as a State body at the end of the first stage,
liberalization of imports and exports with a view to introducing a system of
free competition and free access to the Portuguese market and the
progressive liberalization of the domestic market;

free price formation;

creation of an information service on agricultural markets in order to record
prices;

implementation of measures intended to promote the modernization of
production and processing structures.

Cereals and rice

dismantling of the marketing monopoly held by the Empresa Publica de
Abastecimento de Cereais (EPAC) at the end of the first stage at the latest
and the progressive liberalization of domestic trade with a view to
introducing a system of free competition to the Portuguese market;
progressive elimination of the import monopoly held by EPAC over a period
of four years;

setting up an intervention body and creating a material and human
infrastructure to facilitate intervention operations;

free price formation;

creation of an information service on agricultural markets in order to record
prices and the appropriate training of the administrative services
indispensable to the smooth functioning of the EEC market organization.

Wine

the abolition of the Junta Nacional do Vinho (JNV) as a State body at the
end of the first stage, and the adaptation of the other public bodies in the
wine sector, during the first stage, and the liberalization of domestic trade,
imports and exports and the transfer of State-controlled activities with
regard to storage and distillation, to producers and producer associations;
the progressive introduction of the arrangements for, and the control of,
planting, similar to the Community arrangements and control, enabling
efficient vine-planting rules to be established;

the realization of a project for ampelography (the classification of vine
varieties) and for synonymy (equivalence between names of varieties of
vines in Portugal on the one hand and equivalence between Portuguese
names and names used in the Community as at present constituted on the
other), to take place before the introduction of a system of statistical surveys
on areas under vines within the meaning of Community rules and the
realization of specific work on the viticultural land register;

the creation or transfer of distillation centres in sufficient numbers and of
sufficient capacity to enable wine deliveries to be accomplished;

the creation of an information service for agricultural marketes entailing in
particular the ascertainment of prices and regular statistical analysis;

the training of the administrative departments indispensable to the smooth
running of the common organization of the market in wine;

the progressive adaptation of the Portuguese price system to the Community
price system;

the prohibition of irrigation of wine-grape vineyards and all new planting in
irrigated areas;

the implementation, in the context of the planting rules, of a plan to
restructure and convert Portuguese vineyards in line with the objectives of
the common policy on wine.
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ANNEX I
Key figures for agriculture in the Community of Twelve

1. Basic data

Characteristics D F I NL B L

Total area (km2) 248 692 549 087 | 301 278 37 291 30 520 2 586
Population (1983)

(1 000 inhabitants) 61 423 54 729 56 836 14 367 9 856 366
GDP/inhabitant (1983)

Standard purchasing power -

SpPp 11 977 11 776 9102 10 702 11 176 11 833
Unemployment rate (1983)

(% of working civilian

population) 6.4 7.9 8.7 11.9 11.7 3.2
Utilized agricultural area (1983)

(1 000 ha) 12 079 31570 17 560 2015 1428 128
Employed in ‘agriculture, forestry,

hunting, fishing’ sector (1983)
— number (1 0005 1372 1697 2 526 249 106 7
— percentage of active civilian

population in employment 54 7.8 12.1 4.9. 29 4.8
Number of agricultural holdings

{1 000 holdings) 850 1255 2832 149 115 5
UAA per holding (1980) (ha) 14.4 23.3 5.6 13.7 12.3 251
Total agricultural production

(1983) (million ECU) 27 004 38 037 31935 12 909 4 744 154
Agriculture as proportion of GDP
(1983) (GVA/GDP) % 1.8 4.0 6.4 44 2.6 31
Agriculture and food imports as

proportion of total imports

(1983) % 14.8 13.6 18.4 17.3 13.8
Agriculture and food exports as

proportion of total exports

(1983) % 6.0 18.1 7.3 23.7 11.3
Balance of external trade in agric-

ultural and food products

(1983) (million ECU) —14 177 2547 | —10691 5333 —=2077
Proportion of total household con-

sumption accounted for by

foodstuffs, beverages and tob-

acco (1982) % 19.3 211 30.2 19.7 214 20.6

Source: Eurostat, Instituto Nacional de Estadistica - Madrid, Instituto Nacional de Estatistica - Lisboa

and estimates of the EC Commission.
na: not available.
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UK IRL DK GR EUR 10 E P EUR 12
244 111 70 283 43 080 131 957 1658 884 504 800 92 070 2255754
56 377 3 508 5114 9 850 272 426 38 106 9 969 320 501
10 238 7 040 12 053 5759 10 593 7 616 5001 10 064
10.8 14.8 9.7 7.8 8.8 18.0 7.3 9.7
18 690 5642 2 849 9 234 101 196 27 305 4 380 132 880
628 189 208 1051 8 033 1947 974 10 954
27 16.8 84 28.5 7.5 17.9 231 8.9
269 224 123 999 6 820 2213 782 9 815
63.7 22.6 23.8 3.7 13.2 10.7 5.6 12.0
18 953 3429 5 886 7 138 150 189 15 725 2188 168 102
2.1 10.7 4.7 15.5 3.6 5.9 6.5 3.8
15.3 14.9 155 16.4 15.3 154 19.1 12.5
7.6 29.6 34.3 351 8.8 16.6 141 8.6
—9 505 1301 3475 -9 —23 596 —1325 —1032 —16 588
20.8 42.3 25.1 41.5 17.7 31.7 37.0 na
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2. Use of land

(Area in 1 000 ha)

Characteristics EUR 10 Spain Portugal EUR 12

Total territory 165 888 50 471 9207 225 566
Inland waters 2 960 531 44 3 535
Land {total) 162 928 49 940 9163 222 031
Woodland 34 322 15 598 2 968 52 888
Other areas 27 408 7 037 1815 36 260
Utilized agricultural area (UAA)
— areas 101 198 27 305 4 380 132 883
— percentage of total area 61.1 % 54.1 % 47.6 % 589 %
Arable land:
— area 49 092 15 559 2 906 67 557
— percentage of UAA 48.5 % 57.0 % 66.3 % 50.8%
Permanent grazing land:
— area 45 857 6 706 761 53 324
— percentage of UAA 453 % 24.6 % 17.4 % 40.1 %
Permanent crops:
— area 5818 5 040 713 11 571
— percentage of UAA 5.8% 18.4 % 16.3 % 8.7 %
Gardens:
— area 431 — — 431
— percentage of UAA 0.4 % — — 0.3 %
Sources: EUR 10 — Eurostat — figures for 1983.

Spain — Instituto Nacional de Estadistica, Madrid — figures for 1980; not including Canary Islands.

Portugal — Instituto Nacional de Estatistica, Lisboa, figures 1979.
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3. Main crops .
(Area in 1000 ha)

EUR 10 Spain Portugal EUR 12
Crop o o 9 9
Area l/Jo A‘Rf Area of L/; AA Area L/; A(;\f Area l{? A‘;‘f

Cfereils lftotal excludir;lg rice) 27 663 27.1| 7393 270| 1167 26.7| 36223 273
of which: common wheat 10992  10.8{ 2 461 9.0

duram wheat 2178 21| 143 05 } 354 8.1 } le128 121

grain maize 3014 2.9 354 1.3 376 8.6 3744 2.8

barley 8 900 8.8] 3735 137 77 1.2 12712 9.6

rye 726 0.7 222 0.8 194 4.4 1142 0.9
Rice 204 0.2 41 0.1 34 0.8 279 0.2
Sugarbeet 1 686 1.7 249 0.9 0.3 0.0 1935 1.5
Oilseeds (total) 1 887 1.8 950 35 30 0.7 2 867 2.2
of which: rape 1107 1.1 — — — — 1107 0.8

sunflower 512 0.5 926 34 28 0.6 1 466 1.1
Olive trees 1912 1.9 2090 7.6 317 7.2 4 319 3.2
Cotton 165 0.2 40 0.1 — — 205 0.2
Tobacco 182 0.2 20 0.0 0.8 0.0 203 0.1
Hops 27 0.0 2 0.0 na na 29 0.0
Potatoes 1 094 1.1 340 1.2 123 2.8 1557 1.2
Fresh vegetables (total) 1354 1.3 454 1.7 296 6.8 2 104 1.6
of which: tomatoes 205 0.2 60 0.2 18 0.4 283 0.2

onions 67 0.1 34 0.1 na na 101 0.1
Fresh fruit (total excl. citrus) 6 018 58| 4894 179 857 19.6 11769 8.9
of which: apples 245 0.3 62 0.2 26 0.6 333 0.2

pears 95 0.1 37 0.1 9 0.0 141 0.1

peaches 147 0.2 51 0.2 8 0.0 206 0.1

apricots 36 0.0 22 0.1 2 0.0 60 0.0

melons 40 0.0 63 0.2 na na 103 0.1
Citrus fruit (total) 235 0.2 236 0.9 29 0.7 500 0.4
of which: oranges and

mandarins 178 0.2 183 0.7 24 0.6 385 0.3

lemons 53 0.1 48 0.2 4 0.1 105 0.1
Almonds 165 0.2 568 2.1 1 0.9 774 0.6
Vines 2 512 2.5] 1697 6.3 279 6.3 4 488 3.4
Flowers and ornamental plants 53 0.0f 29 1.1 0.3 0.0 343 0.3
Green fodder 3901 34| 1282 4.7 346 7.9 5529 4.2
Fallow land and green fertilizers | 1 538 15| 4785 17. na na] 6323 4.8
Sources: Eurostat — Instituto Nacional de Estadistica - Madrid, Instituto Nacional de Estatistica - Lisboa - figures for 1983.

Spain ~— Oilseeds: sunflower, soya, safflower, hemp, flax and groundnut.
Portugal — Cereals (total): wheat, grain maize, barley, rye, oats;

Oilseeds, sunflower and safflower seeds;
Fresh vegetables (total): French beans, broad beans and tomatoes;
Tomatoes, for processing, mainland Portugal.
Fresh fruit: apples, pears, peaches, apricots, plums, cherries, figs, persimmons, quiches, medlars, pomegranates,
ineapples, bananas.
The EUR 12 figure for fillow land has been calculated without the figures for Portugal, which are unavailable.
na: not available.
~—-: non-existent.
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4. Livestock numbers and structure of holdings

(Livestock numbers: in 1000)
(Holdings: in 1000)

EUR 10 Spain Portugal EUR 12
Species Live- Animals] Live- Animals| Live- Animals| Live- Animals
stock [Holdings| per stock [Holdings| per stock [Holdings| per stock [Holdings| per
numbers holding |numbers holding |numbers holding |numbers holding
Cfattle N 78931 2406  32.8( 4552 453 10.0] 1374 299 4.6(84857 3158 269
of which:
dairy cows 25512 1621 15.7¢ 1501 304 4.9 428 na nal 27 013 192§ 14.0
Pigs 78265 1862 42.0| 9736 524 18.6] 2534 416 6.1190 535 2802 323
Sheep 63 291 793  79.8] 16 004 171 93.6| 2106 139 15.1/ 81401 1103 738
Goats 6 999 596 11.7] 2221 165 13.5 747 176 4.2f 9967 937 106
Solipeds 1190 449 2.7 497 345 1.4 212 183 1.2| 1899 977 1.9

Sources: EUR 10:  Eurostat, 1983 surveys of cattle and pig numbers ; 1979/80 survey on the structure of agricultural holdings (1981 for
Greece) as regards sheep, goats and solipeds.
Portugal: Instétuto Nacional de Estatistica, Lisboa: agricultural censuses carried out in 1979/80 (mainland) and 1977 (Azores and
Madeira).
Spain: Instituto Nacional de Estadistica, Madrid: 1982 agricultural census.
na = not available.
The EUR 12 figures for the dairy cow numbers do not cover Portugal since no figures are available for the number of holdings concerned.
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5. Output of main agricultural products

(in 1000 tonnes except where otherwise stated)

Spain Portugal
Agricultural products EUR 10 in % in % EUR 12
Output [ Output [
EUR 10 EUR 10
Cereals (total excluding rice) 135 587 14 632 108 1127 0.8 151 346
of which: common wheat 60 477 4603 76 395 07| 65475
durum wheat 4722 304 6.4 47 0.1 5073
rain maize 19 972 2213 111 486 2.4 22 671
arley 40 641 7 542 18.6 80 0.2 48 263
. rye 2 624 253 2.6 109 4.2 2 986
Rice 1123 359 320 129 1l.6 1611
Sugar 13 337 1021 7.7 0 0.0 14 358
Oilseeds (total) 4 256 760 179 19 0.0 5035
of which: rape 2 897 - — — = 2 897
sunflower 975 654 67.1 18 1.8 1 647
Olive oil 954 470 493 51 53 1475
Cotton 165 185 112.1 — — 350
Tobacco 328 41 12.8 1 03 370
Hops 51 2 0.4 2 0.4 55
Potatoes 32 398 5445 16.8 970 3.0 38 813
Fresh vegetables (total) 29 324 8939 305 1647 0.6 39910
of which: tomatoes 9175 238 26.0 779  8.5| 12 340
onions 1710 1003 58.7 67 3.9 2 780
Fresh fruit (total excluding citrus fruit) 17 098 3497 205 405 24| 21000
of which: apples 5 830 262 16.5 110 1.9 6 902
pears 2 059 471  22.9 61 3.0 2 591
peaches 2251 434 193 32 14 2717
apricots 372 180 48.4 6 1.6 558
. melons 701 792 113.0 na na 1493
Citrus fruit (total) 4072 3138 77.0 150 3.7 7 360
of which: oranges and mandarins 2 899 2 463 85.0 122 4.2 5484
lemons 913 421 46.1 19 20 1353
Almonds 149 189 126.9 16 10.7 354
Wine (1000 hl) 160 081{ 39445 24.6| 10093 63| 209619
Beef/veal 6 854 420 6.1 110 1.6 7 384
Pigmeat 10 302 1085 10.5 141 1.4 11 528
Sheep and goatmeat 709 141 198 23 32 873
Poultrymeat 4 315§ 850 19.7 169 3.9 5 334
ggs 4203 671 16.0 67 16| 4941
Cows’ milk 121 005 6 080 5.0 803 0.7] 127 888

Sources: Eurostat — Instituto Nacional de Estadistica, Madrid, Instituto Nacional de Estatistica, Lisboa, OECD averages 1981, 1982,
1983 for livestock products. Averages 1982, 1983, 1984 for crops.

Spain — Oilseeds: sunflower, soya, safflower, hemp, flax and groundbut.

Portugal — Cereals (total): wheat, grain maize, barley, rye.
Qilseeds: safflower and sunflower.

For Spain and Portugal cows’ milk production covers only that of dairy cows.

na = not available.
—-: non-existent,
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6. Average yields

(100 kg/ha except where otherwise indicated)

Agricultural products EUR 10 Spain Portugal EUR 12
Cereals (total, excl. rice) 49.0 19.8 9.7 41.8
of which: common wheat 55.0 18.7 } 12.5 } 437
durum wheat 21.7 21.5 - :
grain maize 66.3 62.5 13.0 60.6
barley 45.7 20.2 10.3 38.0
rye 36.1 16.2 5.6 26.1
Rice 55.0 87.6 379 57.7
Sugarbeet 489.4 364.0 415.8 480.2
Qilseeds (total) 22.6 8.0 6.3 17.6
of which: rape 38.2 —— — 382
sunflower 19.0 7.0 6.4 11.2
Olives for oil 27.6 11.5 10.6 17.3
Cotton (textile) 13.6 311 — 16.3
Tobacco 18.0 20.0 10.0 18.7
Hops 18.9 10.0 na 18.9
Potatoes 268.0 160.1 78.9 249.3
Tomatoes 447.6 397.7 432.8 436.0
Onions 255.2 119.2 na 235.2
Apples 238.0 144.4 411 207.3
Pears 216.7 127.4 65.5 184.6
Peaches 156.1 91.1 34.6 131.9
Apricots 103.3 81.8 30.0 93.0
Melons 175.3 125.7 na 145.0
Oranges and mandarins 182.0 154.4 50.7 149.8
Lemons 172.3 87.7 47.5 128.9
Almonds 9.0 33 3.9 4.6
Vines for wine-making grapes (hl/ha) 67.1 23.0 36.1 48.4
Dairy cows (kg/head) 4258 3173 2433 4151

Sources: Eurostat, Instituto Nacional de Estadistica - Madrid, Instituto Nacional de Estatistica - Lisboa, averages for 1982, 1983, 1984
cexcept for vines for wine grapes: averages 1980/81 - 1981/82 - 1982/83,

na: not available.

—: non-existent.

EUR 12: The yields are obtained by dividing the production figures for the main agricultural products by the corresponding areas (see
forcgoing tablcs).
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7. Agricultural output value

Final agricultural production EUR 10 Spain Portugal EUR 12
— value (million ECU) 150 189 15 725 2 188 168 102
— % of value of final agricultural output
of EUR 10 100 10.5 1.7 112.2

Composition of final agricultural output
(as % of final agricultural output)

Products EUR 10 Spain Portugal EUR 12

Cereals and rice 121 83 11.7
Fresh vegetables 7.5 12.2 8.0
Fresh fruit (excluding citrus) 4.1 7.2 4.4
Citrus 0.9 5.1 1.3
Wine and must 4.8 4.2 na 4.7
Pulses 0.2 0.6 0.2
Olive oil 1.3 5.6 1.7
Root crops 4.5

Industrial crops 22 13.3 12.7
Other crop products 5.9

Total crop products 43.5 56.5 na 447
Milk 20.2 9.4 19.2
Beef/veal 14.7

Pigmeat 11.0

Sheep and goatmeat 1.7 |+ 29.4 na 2 327
Poultrymeat 43

Other animals 1.3

Eggs 3.0 4.5 31
Other animal products 0.3 0.2 03
Total animal products 56.5 43.5 na 553
Sources: EUR 10 — Eurostat — Figures for 1983.

Spain — Value of total agricultural output — Figures for 1983 ‘Cuentos del sector agrario’, No 9, July 1984.
Portugal — Instituto Nacional de Estatistica — Lisbon — Figures for 1981.

na: not available.

The composition of final agricultural production for EUR 12 has been calculated excluding Portugal, in the absence of figures for this
country.
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8. Consumption and self-sufficiency

(consumption per head of population)
(degree of self-sufficiency: %)

EUR 10 Spain Portugal EUR 12
Producs cumpton | DeBEee O | qumoron | DeBiee of | gumton | Degree of | o | Desiceof
per head ss:fﬁ—- per head ::fﬁ_ per head ss:fﬁ—. per head suffi-
olpepu | ciney | OLPPPY | ciency | BePi | ciency | BRBl | ciency
Cereals (excluding rice) 83 109 69 57 100 27 82 100
of which :wheat 73 125 65 81 69 35 72 120
grain maize 6 79 1 33 23 19 6 66
barley 0 114 — 64 1 48 0 107
Rice (paddy) 3 130 6 118 16 98 4 125
Potatoes 75 102 97 99 91 86 78 101
Sugar 34 141 27 9% 27 0 33 133
Fresh vegetables 106 100 147 119 142 128 112 103
Fresh fruit (excluding citrus
fruit) 60 84 68 112 29 101 60 88
Citrus fruit 28 45 24 283 14 100 27 69
Processed tomatoes 12 149 4 343 14 370 11 166
Olive oil 4 100 9 126 na na na na
Butter 6 131 0 100 1 48 5 131
Fresh milk products
(excluding cream) 102 101 121 100 na na 104 100
Skimmed-milk
powder 1 132 1 26 na na 1 129
Cheese 13 107 5 91 4 20 12 106
Meats (excluding offal) 82 100 71 98 51 95 80 100
of which
beef/veal 25 104 12 92 12 84 23 102
pigmeat 37 102 27 99 16 98 35 101
sheep and
goatmeat 4 74 4 99 3 99 4 78
poultrymeat 14 111 24 99 16 100 15 108
Eggs 14 103 17 103 na na 14 103
Wine (litres/head/year) 45 102 49 117 na na na na
Sources: EUR 10 — Eurgstat, averages 1981/82, 1982/83, 1983/84 for crop products; averages 1981, 1982, 1983 for livestock
Spain — pAl:uat?;s;ie Estadistica Agraria 1982 - Madrid - Figures for 1981 (1981/82 marketing year for crop products).
Portugal — Averages 1978, 1979, 1980, continental Portugal only;

Crop products: Instituto Nacional de Estatistica and Eurostat;
Livestock products: OECD.

na: not available.

The EUR 12 figures for fresh milk products, skimmed-milk powder and eggs have been calculated on the basis of the figures for EUR 10 and

Spain only.
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9. Employment in agriculture

Characteristics Units EUR 10 Spain Portugal EUR 12

Number employed in ‘agriculture, forestry,

hunting, fishing’ sector (1983) 1000 8033 1947 974 | 10 954
Change 1983/1970 % | —35.3 ~-46.8 -2.2 —-357
Percentage of working civilian population em-
ployed in the sector (1983) % 7.5 17.9 23.1 8.9
Percentage of persons employed in the sector who
are wage earners (1983) % 26.5 28.7 211 26.3
Percentage of persons employed in the sector who
are women (1983) % 35.6 27.1 49.7 354
Breakdown of farm heads by age:
— under 35 % 9.0 8.7
— between 35 and 44 % 16.8 46.9 16.3 511
— between 45 and 54 % 26.8 25.5
— between 55 and 64 % 25.4 27.5 24.7 25.8
65 and over % 22.0 25.6 24.8 23.1
Sources: Eurostat, Employment statistics. Breakdown of farm heads by age.
— EUR 10 Eurostat — Survey of the structure of agricultural holdings (1981 for Greece).
— Spain — 1982 Agricultural Census.
— Portugal — 1979/80 Agricultural Census, holdings having been the subject of a routine questionnaire,
mainland Portugal only.
10. Structure of agricultural holdings
Chara(iteristics EUR 10 Spain Portugal EUR 12
Number of holdings 6 820 400 2213 141 782 144 9 815 685
Utilized agricultural area per holding (ha) 13,2 10,7 5.6 12,0
Breakdown of holdings by utilized agricul-
tural area (in %)
— less than 1 ha 20.0 31.1 44.6 24.4
— from 1to 2ha 15.6 16.6 220 16.3
— from 2to S5 ha 21.0 21.8 20.0 21.1
— from 5 to 10 ha 13.6 12.4 7.7 12.9
— from 10 to 20 ha 12.4 8.3 3.3 10.7
— from 20 to 30 ha 6.6 3.2 } 15 } 102
— from 30 to 50 ha 5.9 2.8 : ’
— from 50 to 100 ha 3.5 2.2 0.4 3.0
— over 100 ha 1.4 1.6 0.5 1.4
Sources: EUR10 — Eurostat — 1979/80 survey of the structure of agricultural holdings 1979/80 (1981 for Greece).
Spain — 1982 agricultural census.

The utilized agricultural area per holding has been calculated by dividing the total utilized agricultural area by the
number of holdings.
Portugal — 1979/80 agricultural census (mainland Portugal only; holdings the subject of routine questionnaire).
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11. Production structures

Characteristics EUR 10 Spain Portugal EUR 12
Irrigated areas:
— areas (1000 ha) 4 536 3123 668 8 327
— percentage of utilized agricultural area 5.1 11.4 15.3 6.3

Crops under glass:

— areas (1000 ha) 34 169 0.8 204
— percentage of utilized agricultural area 0.0 0.6 0.0 0.2
Consumption of artificial fertilizers (in kg/
ha UAA):
— N 74 32 34 64
— P205 41 15 18 35
— K20 41 9 9 33
Tractors:
— number (1000) 5 066 563 82 5711
— per 100 ha UAA 4.9 2.1 1.9 4.3
Combine harvesters:
— number (1000) 489 43 11 543
— per 100 ha of cereals 1.8 0.6 na na
Sources: EUR 10— Eurostat — irrigated areas and crops under glass: 1979/80: survey of agricultural holdings (1981 for Greece);
consumption ofg fertilizers: 1980/81 marketing year: tractors: 1977 figures; combine harvesters: 1975.
Spain — Instituto Nacional de Estadistica — Madrid. 1982 figures.
Portugal — Instituto Nacional de Estatistica— Lisbon. Crops under glass : 1979/80 agricultural census (continental Portugal

— holdings subject of routine questionnaire); tractors, combine harvesters and threshers (mainland only),
consumption of fertilizers: 1982 figures.

na: not available.
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12. External trade in agricultural and food products (1983)!

12.1. Basic figures

(million ECU)

EUR 10 Spain Portugal
of “{hich of which
value value Elv}l’{hlo value Elv}lll{llo
(in %} (in %)
Imports
— all products 329 529 32377 32.3 9 162 39.8
— agricultural and food products 50 362 4974 19.3 1749 7.7
Exports
— all products 303 026 21 955 48.0 5105 58.5
— agricultural and food products 26 766 3649 54.5 717 48.8
Balance
—- all products —26 503| —10422 x —4 057 X
— agricultural and food products —23596| — 1325 x —1032 X

Sources: EUR 10 — Eurostat.

Spain and Portugal : UN (Comtrade).

12.2. Trade between Spain and Portugal

(million ECU)

Imports into

Exports from

Portugal Portugal Balance
from to
Spain Spain
— all products 471 210 —261
-— agricultural and food products 35 32 - 3

Source: UN (Comtrade).

(1) Agricultural and food products correspond to the following divisions of the Standard International Trade Classification (SITC):
00 = live animals; 01 = meats; 02 = milk and eggs; 03 = fish; 04 = cereals; 05 = fruit and vegetables; 06 = sugar and honcy;

07 = coffee, cocoa, tea and spices; 08 = animal feedingstuffs; 09 = miscellaneous food preparations; 11 = beverages;

12 = tobacco; 21 = hides, skins and fur skins, undressed; 22 = oilseeds, oil nuts and oil kernels; 232 = crude natural rubber;

24 = wood lumber and cork ; 261 — 265 +258 = natural textile fibres; 29 = crude agricultural materials not elsewhere specified;

= oils and fats. Imports are expressed in cif value, exports in fob value.
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[l — The economic situation in the Community

The situation in 1985/86: a slow recovery

46. The recovery in the European economy has now been under way for about
two and a half years. In 1985, it is estimated that GDP growth for the Community
as a whole came to 2.3%, compared with 2.2% for 1984. Thus, in 1985,
Community GDP was running 5.9% ahead of the total reached at the last cyclical
peak in 1980.

The Commission’s latest forecast points to the persistence of this trend for 1986,
yielding an increment of about 2.5% for the full year over 1985.

47. This means that the growth outlook is only fair, although, in several respects,
there are encouraging signs for certain parameters. Thus, the recovery is beginning
to generate a slight improvement in overall employment, which, after declining
from 1981 to 1983, showed a 0.2% gain in 1984 in the Community. The
Commission estimates that this aggregate rose by 0.4% in 1985 and predicts a
further improvement of 0.5% in 1986. This is not less favourable than the 1961-
1980 average, but is far short of needs, given the growth in the supply of labour and
the large pool of unemployment when the recovery started.

48. Community exports rose by 7.2% in 1984, but imports increased by nearly as
much—6.6%—while internal demand grew by only 1.8%. In these conditions, the
net effect of the growth of exports and imports in volume was negligible (with,
however, sharp differences from Member State to Member State). On the other
hand, private investment in capital goods showed a definite improvement and, for
the Community as a whole, is the fastest-growing demand component. After
declining over the three years from 1981 to 1983, a recovery started in 1984,
followed by growth in terms of volume of 70% in 1985. This average figure for the
Community as a whole masks some much sharper increases in this type of
investment in certain countries (Denmark, the Netherlands and Germany).
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49. However, aggregate investment is still slack. In 1985, it failed to exceed, in
volume, the 1980 figure, and it is still running at about 14% below the 1973 level.
Figures on utilization of capacity are also relevant in this connection. Despite the
slow growth of production and high unemployment, the Community’s economy is
already being hampered by constraints due to inadequate production capacity.
This is clear evidence of the need for sustained growth in investment in additional
capacity.

50. Generally speaking, efforts to stabilize prices have yielded remarkable
progress on convergent lines. Greece is now the only Member State which has not
effectively curbed the upward price movement. Average Community inflation, (as
measured by the GDP deflator) is estimated at 5.2% for 1985, and should,
according to Commission forecasts, decline to 4.1% in 1986.

Unemployment, in sharp contrast, has grown further. Hardly any of the countries
have escaped this unwelcome development, and the labour market situation has
become overwhelmingly the Community’s most disturbing disequilibrium.

Medium-term outlook: risk factors

51. Assuming the rest of the world has a fairly stable influence on the
Community’s economy, and generally unchanged economic policies and behaviour
patterns in the Community, the Commission predicts a fairly constant medium-
term economic growth rate of about 2.5% per year on average for the rest of this
decade. Inflation could well settle at an average of about 4.2%, with GDP in money
terms increasing at just under 7% per year. Unemployment will probably not
contract to any substantial extent and the crucial problem of the situation on the
labour market will remain unsolved.

52. However, it goes without saying, that the hypothesis of a stable general
environment is an optimistic one: in the last 10 years, the world economy has
suffered severe disturbance on several occasions—these included sharp oil price
increases, wide variations in interest rates and exchange rates, and the foreign debt
crisis. In the next few years, disturbance from outside could well be caused by:
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(1) a process of correcting the United States external deficit and the budget deficit
accompanying it, and exchange rate disequilibria;

(ii) the renewed outbreak of the debt crisis;
(iii) a sharp fall in oil prices.

These possible disturbances could well bring benefits as well as difficulties but, at
any rate for the time being, the risks do seem to outweigh the advantages.






IV — The agricultural prices for 1985/86

53.  The efforts to adapt the common agricultural policy (CAP) in order to bring
farm prices more closely into line with real market conditions, which last year took
an important step forward with the decisions in March 1984 (a cautious policy on
prices, milk quotas, etc), failed however to solve all the problems since the market
situation did not improve, and indeed in certain cases there was an actual
deterioration. For a number of key items, Community production is still growing
more rapidly than demand in the Community, and this is also the case in respect of
world production and effective demand.

54. In taking account in particular of the situation on the markets, the
Commission proposed for 1985/86 for most items price increases ranging from 0 to
2% (expressed in ECU). For certain items, lower prices were proposed, either
because the guarantee threshold had been overrrun (cereals and rapeseed) or
because the market situation required this (tobacco and certain fruits and
vegetables).

The Commission also took the view that a further step should be taken with regard
to the dismantlement of the monetary compensatory amounts (MCAs).

55.  After a large number of Council meetings, the Commission, in the light of
views expressed in the discussions, submitted on 13 May a compromise proposal
covering price adjustments for cereals (reduction lowered from 3.6% to 1.8%),
sheepmeat, certain fruits and tobacco. Also, related or supplementary measures
were proposed, mainly for cereals, oliaginous products, peas and field beans, milk
products, fruit and vegetables, and currants. The Commission also proposed in the
package a number of adjustments of the negative MCAs and the suspension of the
proposal to dismantle positive MCAs.

The agricultural prices

56.  When it met on 16 May, the Council thus reached an agreement (except for
cereals and rapeseed) broadly endorsing the Commission’s proposals.
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It decided to hold unchanged the prices for sugar and wine, beef/veal and pigmeat,
rice, olive oil and lupins, and to concede an increase of from 1 to 2% for milk,
sheepmeat!, soya, dried fodder, flax, hemp, cotton and sunflower. For tobacco and
Mediterranean-type fruits and vegetables, the Council approved smaller reductions
than those proposed by the Commission. For cereals (except durum wheat) and
rapeseed, the Council was unable to achieve a compromise, even on a reduction of
only 1.8%: one of the delegations took the view that essential interests were
involved for the country it represented, and the voting procedure therefore yielded
no definite results. On 19 June, the Commission adopted a formal finding that the
Council had failed to act and decided to implement, both for intervention and at
frontiers, the price reductions as expressed in ECU and the related measures for
which a majority agreement had been found at previous Council meetings. This
meant intervention price reductions of 1.8% for rapeseed and cereals (except
durum wheat), with no change for durum wheat.

Effect of Council decisions on prices in ECU and in national currencies for the main items,
including interim measures adopted by the Commission
(%)

. . hange in prices
Product Charzﬁe Elg L[]JHCCS ¢ ?n %fatiorl:;ice
currency

Common wheat* —-1.8 +0.1
Durum wheat* 0 +4.3
Barley* -1.8 0
Maize* —1.8 +1.0
White sugar +1.3 +2.7
Olive oil 0 +6.4
Rapeseed* -1.8 —-0.9
Table wines 0 +2.4
Oranges —1.6 +4.0
Apples 0 +2.1
Peaches —-0.9 +3.3
Tomatoes -2.0 +1.7
Milk +1.5 +2.8
Beef/veal 0 +1.2
Pigmeat 0 +0.6
Sheepmeat +1 +4.7

Average, all products +0.1 +1.8

* Interim measures adopted by the Commission.

1 For sheepmeat prices: unchanged in 1985 and 2 % increase after 1. 1. 1986.
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Agri-monetary measures

57. In view of the rigour of its price decisions, the Council decided not to
dismantle the positive monetary compensatory amounts (MCAs). On the other
hand, it dismantled all the negative MCAs, in force at the time, which, in the
relevant Member States, (France, Italy and Greece) entailed increases of the ECU
prices of agricultural products once expressed in national currency. The price
decisions and the currency adjustments meant an average increase in the common
agricultural prices at Community level for 1985/86 compared with 1984/85 of
0.1% in ECU and 1.8% in national currency.

58. Subsequent changes in the spot exchange rates of the lira and the drachma,
and, in particular, the consequences of the re-alignment of central rates on 20 July
1985 under the European Monetary System (EMS) for the lira and the devaluation
of the market exchange rate for the drachma, led to the reintroduction of negative
MCAs for these two currencies.

59. The new arrangements for calculating the MCAs adopted by the Council in
1984, designed to avoid the creation of positive MCAs in the future and facilitate
the elimination of any ‘monetary gaps’, made it possible to consolidate all the agri-
monetary provisions in 1985. As a result, the provisions previously spread over a
large number of regulations have now been brought together in a single self-
contained set. !

Related measures

60. The rigour of the decisions on prices was slightly tempered for certain
products: some schemes, favourable to farmers, were renewed (beef/veal
premiums; aid to private storage of wines and musts, but paid for now by the
governments and not by the Community). The Council also agreed to adapt along
lines more favourable to farmers existing schemes as shorter deadlines for payment
for products sent to intervention.

On the other hand, the Council maintained its policy of controlling supply by
implementing for 1985/86 the milk quota reduction agreed in 1984, entailing a
reduction of 872 000 tonnes of milk. Some adjustments were made for Ireland, but
the breakdown between Member States and for quantities delivered and quantities
guaranteed was not reviewed. In addition to some adjustments in the management
of the milk quota system, the Council extended for 12 months the facility for

1 Council Regulations (EEC) Nos. 1676 to 1678/85, O] L 164, 24. 6. 1985.
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transfer within a Member States of quantities unused at regional level. Also it
authorized the Member States to allocate levies charged to financing definitive
withdrawal from milk production and lowered the rate of the co-responsibility levy
for milk.

Average increase in common agricultural prices over previous year
(including the effect of the Commission’s interim measures adopted on 19. 6. 1985)

1983/84 1984/1985 1985/86

Common prices in Common prices in Common prices in
Infla- Infla- Infla-
tion3 tion3 . tion;
National 1983; National 1984 Nationa 19854

Ecu! currency? Ecu! currency? Ecu! currency?
BR Deutschland 4.1 2.0 33 |06 - 0.6° 1.9 |+0.3 + 0.3 2.1
France 4.0 9.4 98 |-0.6 + 5.0 7.0 |-0.1 + 1.7 57
Italia 4.5 8.7 150 |04 + 64 107 |—0.2 + 33 8.1
Nederland 4.0 2.6 19 {-0S5 - 055 2.6 |+0.5 + 0.5 2.3
Belgique/Belgié 4.4 7.7 59 1-0.6 + 39 53 [+0.2 + 0.2 4.7
Luxembourg 39 7.2 8.5 |—0.S5 + 4.0 5.8 |+06 + 0.6 4.2
United Kingdom 4.1 4.1 50 [—0.6 — 0.6 44 |+0.2 + 0.2 5.5
Ireland 4.2 9.0 104 |-0.6 + 39 6.6 |+04 + 04 6.1
Danmark 4.0 4.7 81 |—07 + 1.5 58 |+0.1 + 0.1 3.9
Ellas (%) 5.6 25.8 19.8 |+04 +17.6 199 |+04 +13.6 17.1
EUR 10 4.2 6.9 7.8 |—0.5 + 3.3° 5.7 |+0.1 + 1.8 541

-

Common prices in ECU (intervention price or equivalent prices) weighted by national agricultural production.

Common prices in ECU converted into national currency at the green rate with all adjustments of green rates included in the price
decisions or adopted since the price decisions of the preceding marketing year.

Rate of inflation for the whole economy (GDP deflator) for the relevant calendar year.

Includes alignment of the Greek prices on the common prices following accession agreements.

Not allowing for dismantlement of the positive German and Dutch MCAs from 1 January 1985 onwards, the impact on incomes of
which is offset by national arrangements with a Community financial contribution.

[N}

[P Y

With regard to processed tomatoes, the Council agreed to limit the quantities able
to benefit from aid, and the limitation was broken down by Member State and by
firms. The budgetary constraint is now complied with in that where the reference
quantities are overrun, the aid is paid only for the quantity guaranteed; in addition,
the aid is reduced in proportion with the excess.
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The Council maintained its efforts to encourage quality production (double zero
rapeseed, fruit and vegetables), to guide production more effectively (tobacco,
protein plants) and to harmonize national markets (beef carcase classification
scale).

61. However, the difficulties that arose in the negotiations in the Council on
prices and related measures for 1985/86 showed clearly the limits to the present
situation. The growth in production, the slowdown in consumption, the need to
support incomes, the budgetary constraint and the Community’s international
responsiblities have become factors which it is very hard to reconcile. The present
framework of the common agricultural policy must therefore be reviewed to
determine the way ahead. Accordingly, in its Green Paper, the Commission
submitted to the police-makers and farmers’ federations the fundamental question
as to what the orientation of the CAP should be for coming years.






V — Perspectives for the common agricultural
policy: The Commission’s Green Paper

Introduction

62. The common agricultural policy remains one of the pillars of European
cooperation. Its development has continued despite many economic and political
obstacles. It has consistently been acknowledged as an instrument which is
indispensable to the process of economic integration of the Member States.
Changes occurring in agriculture itself and in the general Community and
international economic context have in the past entailed many adaptations to the
machinery established, but they have not affected in any crucial manner the
fundamental principles, which are:

(i) a single market;
(i) Community preference;

(iii) joint financing of the CAP on a basis of solidarity.

The common agricultural policy must rise to new challenges...

63. Recent structural and short-term changes in agriculture and the fundamental
changes in the general economic environment have generated or aggravated certain
disequilibria for which the common agricultural policy must find a response:

(i) agriculture is closely dovetailed into the overall economy and therefore
exposed to the many adaptation processes the economy must undergo. In the
context of economic growth achieved into the middle of the seventies,
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(i1)

agricultural production achieved high growth rates resulting from the
application of technical and biological progress, with the numbers of farmers
and farmworkers declining sharply. This adaptation process is not yet
complete. For one thing, higher productivity growth rates must be expected,
given the emergence of new agricultural technology and, secondly, the high
rate of general unemployment is curbing the drift from the land. High prices
are an obstacle to land mobility, and therefore to adaptation of structures in
agriculture;

as production and consumption of agricultural products have been growing at
different rates, heavy surpluses have built up, much criticized by the public. For
a number of products, there are no adequate markets either within the
Community or outside. The increase in quantities has, however, not solved the
incomes problem. The range of incomes within agriculture is very wide and
some farmers operate at subsistence levels, with no alternative occupation
available;

(iii) from region to region, the disparities in terms of relative weighting of

agriculture in the economy, productivity and incomes are generally wider than
from country to country. Also, the least-favoured regions often suffer from
combinations of disadvantages: heavy concealed unemployment (under-
employment) in agriculture, high levels of unemployment, heavy pressure of
population, and a large proportion of employment accounted for by farming;

external trade has soared. The Community is still the world’s main importer,
but it ranks second as exporter. Disequilibria in the import arrangements,
notably the lack of any protection covering, for example, vegetable oils and
fats and grain substitutes, has serious implications for production, trade flows
and the budget;

... while maintaining a social fabric in the rural areas

64.

The Community must now make up its mind whether the aim is to keep a

large number of persons working in agriculture or not. But the need to maintain the
social fabric in rural areas, to conserve the natural environment and to safeguard
the countryside developed over two millennia of farming means that the case for a
‘green Europe’ protecting employment in agriculture and serving the long-term
interest of all the citizens of Europe is overwhelming. If this policy choice is
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endorsed by the Community institutions—as is already the case for the
Commission—the challenge which must be met is that of finding a way of
maintaining a large number of farmers and farmworkers without an unacceptable
squandering of economic and financial resources. Agriculture, like the rest of the
economy, must obey the laws of supply and demand. An unremitting build-up of
surpluses cannot be a satisfactory choice under the CAP. The Community’s role as
an exporter of agricultural produce cannot be strengthened if it is treated merely as
a method of disposing of surpluses. Moreover, the problems of the third world,
where millions go hungry, cannot, in the long term, be solved by the farmers of the
developed countries, but must be met by the development of agriculture in the
countries concerned.

The Commission’s Green Paper

65. On 13 July 1985 the Commission released a communication concerning the
outlook for the CAP, known as the ‘Green Paper’ (COM (85) 333 final), in which it
analyses problems, pinpoints main areas of study, and presents options with a view
to a wide-ranging debate. After thorough discussion with the other Community
institutions (Parliament, Council and the Economic and Social Committee) and
with representatives of agricultural, industrial and trade organizations, the
Commission will submit appropriate proposals.

66. The options set out in the Green Paper refer mainly to medium- and long-term
objectives. Their aim is to facilitate the definition of a realistic strategy for
agriculture:

(i) the equilibrium of the agricultural markets,

(i) the development of alternative products,

(iii) research into new uses of agricultural products,
(iv) external trade,

(v) the link between agriculture and the environment,

(vi) the need for rural and regional development.
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The most important of these are described below, with details concerning the
Commission’s options.

The markets: lower prices or quantitative restrictions?

67. The entire discussion hinges on developments on the markets. The drive to
bring demand and supply closer into line have in the past and more recently in the
1984/85 and 1985/86 price reviews led to detailed policy discussions on the right
way to tackle the problems arising; a result has been the introduction of special
direct schemes designed to stabilize quantities, guarantee thresholds, quotas, etc.

68. In view of the more rapid development of technical progress at a time when
effective demand is losing momentum, fuller control of the growth of agricultural
production in the Community must be achieved. This means that a realistic policy
with regard to pricing must be pursued, with the emphasis on the economic
function of prices. Two conclusions may be drawn from past experience:

(i) thelevel at which prices are set must be such as to give farmers a clear message;
this approach must be pronounced enough to ensure that its effect is not offset
by the results of technical progress;

(ii) the need to maintain this policy over several years if it is to have full effect on
production growth rates.

If these two conditions are not met, there is a serious danger that the policy with
regard to prices may have no effect on production.

69. This policy should serve to curb expenditure on market management. The
funds released would thus be available for other measures, notably for schemes for
the improvement of structures. On the other hand, the Commission sees quotas as
something of a last resort, that should definitely not be used for all products. They
are not suitable as a permanent instrument of agricultural policy. Though effective
in the short term for controlling production, they have in fact more disadvantages
than advantages, as they involve intractable problems of negotiation, management,
supervision and review, and also tend to fossilize production structures, inhibiting
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the progress of productivity and preventing optimum location of production in the
Community ; quota systems mean guaranteed incomes not justified by the market,
with a ‘right to produce’; there is also a danger that they will facilitate the
‘renationalization’ of the CAP.

Alternative products and new uses of agricultural products

70.  Crop products are the main type of product which the Commission feels offer
scope for conversion from surplus items to those for which there are better outlets.
The best prospects are for raw materials for bio-industry which, at the present time,
are imported in large quantities: fibre, industrial oils and fats, and various proteins.

Research in this field has made such progress in recent years that economic
conditions are now favourable to the development of a bio-industry based on raw
materials of agricultural origin. These opportunities would be further enhanced if
the results of research could be disseminated more promptly.

71. The Commission had also referred to the new applications of agricultural
products. Sugar and starch are raw materials covered by the chemical and
pharmaceutical industries for the manufacture of paper and textiles. Their use is
inhibited by high prices. Agricultural policy is endeavouring to create the
conditions in which this outlet can be developed.

At the present time, the use of bio-ethanol (alcohol derived from agricultural
products) as a fuel is the subject of much discussion. A Council decision requiring
the use of leadless petrol from 1989 onwards offers opportunities for the future.
However, at this stage its use is hampered because costs are so high in terms of
selling prices. Nor should it be thought that disposal of agricultural products in the
form of bio-ethanol can be a short-term solution to the surpluses that have built up
for certain products.
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Exports: are they the responsibility of the Community or the
producers?

72.  The Community’s expanding role in world trade in agricultural produce gives
it a responsibility towards the world market. Since it became a net exporter, on a
structural basis, of most staple items, the unrestricted maintenance of export
refunds has meant that exported products enjoy the same price and disposal
guarantees as the product sold on the internal market. The price gap as between
internal and world markets and the export risk have thus remained entirely a
charge on the Community budget. If the Community is to continue participating in
the development of world exports of agricultural and food products, the question
does arise as to what adjustments must be made to present arrangements so that
farmers can be involved in the cost of disposing of their products either by quota
restriction of guaranteed quantities or by coresponsibility levies.

Imports: more balanced external protection?

73. Community arrangements concerning agricultural imports reflect preoccup-
ations and interests at the time the EEC market organizations were set up in the
sixties. The main features are protection based on variable levies for the main
products typical of farming in the Community and low protection or no protection
at all for products of which the Community consumed far more than it could
produce. These arrangements having been negotiated in GATT, any changes in the
‘bound’ protection, which in many cases constitute concessions offsetting certain
concessions obtained by the Community, must be negotiated with other trading
countries in advance, and compensation must be provided.

If the system were to be reformed, it might be possible to agree on a trade-off
between high protection and low protection, without increasing the overall
protection of Community agriculture. This would involve difficult international
negotiations because raising some of the ‘bound’ low or zero tariffs could well
affect certain countries which would have little to gain from the reductions of the
high levels of protection the Community would be offering in return.
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Nor must it be forgotten that the adjustments entailed to achieve a more balanced
framework of external protection would have a varying impact on the various types
of production within the Community.

Need for rural development and income support

74. The reform of the CAP along b lines suggested above, and, in particular, a
policy on prices more closely related ro real market conditions, could well create
difficulties for a number of farms, by encroaching on the incomes accruing from the
sale of their products.

Entire areas of the Community could well run into serious difficulties. These are
essentially rural areas suffering from a combination of socio-economic
disadvantages with the predomir: ince of farming, so that there are few alternatives
in terms of jobs and incomes.

There are two approaches to this difficulty:

(i) a structural policy in the broad sense, covering, in particular, the regional
dimension of ' ae problem,

(i) income aids.

75. The policy on structures should be concerned with rural areas in difficulty
and with farms which, with public aid, are in a position to implement the
adjustments needed to accommodate a market-related policy on prices, without
conflicting with this policy.

Action illustrating this approach is as follows:

(i) the promotion of alternative products and new uses of agricultural products in
order to create other income and employment opportunities in farming;
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(ii) aid to the development of the economic environment in rural areas in order to
create additional income and employment opportunities outside farming.

This type of action is necessary. However, it has definite limits:

(i) many of the measures concerned would be in the nature of investments, i.e.
they would yield full effect only after some years;

(ii) there may be a number of regional situations in which the scope for creating
alternative employment is very limited or would be very costly, but where
farming on a permanent basis is needed to conserve and protect the countryside
and to maintain a desirable minimum economic and social fabric.

76. The Commission’s communication acknowledges that direct aids to incomes
could become necessary. A number of options are available in this connection,
which, combined or adapted in various ways, would provide a range of schemes
tailored to the various situations arising in European farming. The Commission
stressses that such schemes would have to be neutral with respect to production and
compatible with the policy on markets.

Four fundamental types of aid scheme are suggested as a basis for discussion in the
Green Paper: an early retirement scheme, a scheme comprising a structural policy
component, a social approach, and a buying-out scheme for environment
protection purposes.

The Commission had already recommended (in COM (83) 500) that some or all of
these aids be financed from the Community budget.

The Community must be involved since:

(i) the income support provided by the CAP would be partly transferred from the
support by the market organizations to that of direct aids to incomes;

(ii) in any case, Community financing is a necessary adjunct to Community rules
and criteria, so that conditions of free competition in agriculture and in the
Community can be preserved;

(iii) for aids paid to protect the environment, such schemes would be organized in
the Community interest as much as in that of the Member States or the regions.
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Specific objectives—flexible methods

77. The agricultural markets (and external trade) the policy on structures,
regional and social policy are the fields in which the common agricultural policy
will have to be adapted. They are in fact four closely interdependent fields; the
solutions to be implemented must cover them all at the same time. The options
agreed must remain compatible with the general economic context and allow for
progress in the process of integration towards European union. Within this
framework, the objectives must be defined in very precise terms and ways and
means of achieving them must be sought with proper regard for the wide range of
heterogeneous features of the agricultural sector.






VI — Agricultural structures

Introduction

78. Agriculture in the Community has undergone a very profound transform-
ation since the establishment of the common agricultural policy in 1962. This
transformation has been mainly due to the development and application of new
farm technology on quite a massive scale. An enormous substitution of capital for
labour has taken place and is still continuing.

In the coming years the application of new technology is likely to accelerate further
spurred on by developments in bio-technology which are currently taking place.

The structural evolution of agriculture, however, is unlikely to keep pace with these
developments. The economic recession which has continued for almost twelve
years had reduced the migration of surplus labour from agriculture to quite a
significant extent. Thus one of the more potent factors influencing structural
change in agriculture has now been considerably weakened.

Moreover the rapid increase in the development and application of new farm
technology, allied to a relatively low income elasticity of demand for food, has led
to the emergence of structural surpluses in the case of many farm products. As a
result the number of products for which adequate market opportunities still exist is
very limited.

It is against this general background, therefore, that the new agricultural structures
policy, adopted by the Council of Ministers in March 1985 was initially conceived.
Prior to discussing the details of this new policy, however, the main lines of which
were presented in the 1984 report, it would seem appropriate to trace the evolution
of the former policy to-date.

The greater part of this chapter therefore is devoted to describing the evolution and
implementation of the common agricultural structures policy. At the same time an
account is given of the programme concerning the coordination of agricultural
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research at Community level as well as of developments in the forestry area.

The common agricultural structures policy

79. The common agricultural structures policy has been developed in successive
stages over the past two decades or so. Initially it was limited to the financing of
individual projects for structural improvement. Subsequently, a more global
approach was adopted with the decision by the Council on the three basic reform
Directives in 1972. In succeeding stages the policy assumed a more regional bias,
beginning in 1975 with the adoption of measures to compensate farmers for
permanent natural handicaps which hinder farm development, followed by a series
of specific regional measures in 1978/79 and subsequent years. These regional
measures also included pilot schemes in integrated rural development which were
initiated in 1981. Meanwhile a special common measure aimed at improving the
market structure for agricultural products was adopted in 1977.

However, the radical changes which occurred in the general socio-economic
situation since 1972 have reduced the efficiency of the agricultural structures policy
to a very significant extent. Unemployment has become a critical problem
throughout the Community. The evolution of agricultural incomes has slowed
down while economic disparities have increased among the various regions.
Furthermore the trend towards increasing surpluses on the markets for the main
agricultural products no longer allows for the intensification of farm production.
On the contrary it has necessitated the pursuit of a prudent price policy. This
unfavourable situation severely limited the possibilities for the successful
implementation of the common agricultural structures policy, in particular the
measures dealing with the modernization of farms and the cessation of farming.

Modernization of farms

80. By the end of 1983 a total of some 202 000 farm development plans had been
approved at Community level under Directive 72/159/EEC. The number of plans

approved annually in the Community as a whole increased steadily from 11 300 in
1974 t0 29 300 in 1978. By 1980 the figure had dropped to 21 700. In 1982 and 1983
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only 15 400 and 14 000 plans respectively were approved. This reduction possibly
reflects the impact of the prudent price policy conducted against a background of
increasing production costs and increasing interest rates, all of which resulted in
fewer farmers with the necessary financial means to avail themselves of the policy.

Cessation of farming

81. Land mobility in the context of Directive 72/160/EEC has been minimal. By
the end of 1983, some 92 000 farmers had ceased farming under this Directive
thereby releasing some 1 250 000 ha of land to some 177 500 farms. However, only
15% of the land released went to development farms. Moreover, the average size
increase of the latter was no more than 5 ha. Thus, as an instrument for the
stimulation of land mobility for structural reform purposes the Directive had an
extremely limited impact. In these circumstances, the progressive intensification of
farm production, largely within the framework of the existing farm structure, has
been reflected mainly in increasing levels of investment in equipment and livestock.
Some 40% of development plans provided for investment in cattle and cattle
housing. In this sense the policy has contributed to an increase in the output of
surplus farm products.

Socio-economic guidance and vocational training

82. The most effective implementation of Directive 72/161/EEC would appear to
have been in Germany and France. Germany accounts for over two-thirds of socio-
economic advisers in service under title I of the Directive. France on the other hand,
accounted for over three-quarters of the total number of participants at basic and
advanced training courses during the period 1978-82.

Less-favoured areas

83. Some 538 000 farmers, or 42% of those located in the less-favoured areas,
benefited in 1983 from the compensatory allowance payable under Directive
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75/268/EEC.1 The average allowance was 880 ECU per farm, representing an
increase of some 18% over the previous year. These figures do not include data
from Italy and the Netherlands, which are not available. In 1985, the Council
approved the extension of the less favoured areas in Ireland and Greece. Such areas
now account for over 45% of the total UAA in the Community.

Other specific measures

84. In Ireland the successful implementation of the common measure on the
stimulation of agricultural development in the less favoured areas of the West of
Ireland! continues. By the end of 1984, procedures for the subdivision of 8 800 ha
of land held in common ownership were initiated ; some 3 276 ha were approved
for afforestation as were 1 312 farm improvement plans. Some 123 000 ha have
been drained under the programme to accelerate drainage operations in the less-
favoured areas of the West of Ireland.2 The implementation of the common
measure for the development of beef cattle production in Ireland and Northern
Ireland?3 has also been very successful. The period of validity of this measure has
been extended by Council decision, until the end of 1986. Work is well advanced
under the programme to promote drainage in catchment areas including land on
both sides of the border between Ireland and Northern Ireland.*

85. Some 118 projects involving a Community contribution of 35,5 million ECU
have been initiated under the common measure to improve public amenities in less-
favoured areas of the Federal Republic of Germany.S In France the implementation
of the programme to accelerate the restructuring and conversion of vineyards in
certain Mediterranean regions3 ended in August 1985. Some 40 000 ha of vineyards
which could not be restructured under this Directive will be taken over by the
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horizontal measure concerning collective projects for the restructuring of
vineyards. !

86. The preparation of the programme concerning the flood protection in the
Herault Valley2 took much longer than initially envisaged. Work began in 1985 and
will be completed by the irrigation canal to control the floods in the Agde
commune. Progress continues with the development of agriculture in the French
overseas Departments3, although irrigation in Reunion has been held up due to
delays in the execution of the necessary infrastructural works which do not fall
within the scope of the Directive. Finally, under the programme for the acceleration
and guidance of collective irrigation works in Corsica,? only 25% of the target has
been achieved. This amounts to an area of 3 146 ha completely irrigated, and 215
ha partially irrigated. The main reason for the delay has been the shortage of funds
at Member State level.

87. In Italy, the programme for the acceleration and guidance of collective
irrigation works in the Mezzogiorno* ended in November 1984. Six specific
programmes, covering the total fund committed to the programme, were approved
under this measure. By the middle of the year, 14 programmes, covering two-thirds
of the regions, were approved in the context of the measure for the adaptation and
modernization of the structure of production of beef and veal, sheepmeat and
goatmeat.3 Clearly the implementation of this measure is already highly successful.

88. In Greece, six specific measures are in various stages of implementation. By
the end of 1984, 296 groups, involving 51 066 producers and 165 794 ha, were
recognized under the programme on producer groups and associations thereof in
the cotton sector.5 The implementation of the investment programme under this
measure is proceeding favourably with the exception of that relating to ginning and
storage. Delays in the latter area necessitated an amendment to the original
programme in 1985. The implementation of the programme concerning the
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acceleration of agricultural development in certain regions of the country! has been
delayed to some extent. The extension in 1984 of the area of application of this
measure should allow for its more intensive implementation in 1985.

Two further measures were adopted in March 1985 in the context of the Greek

memorandum. These comprise the granting of aid

(a) for the transhumance of sheep, goats and cattle, and

(b) for the strengthening of quality control services in respect of agricultural
products?

In April 1985 the Council adopted a special measure aimed at improving the

structure of vineyards in Greece.3 This measure aims at restructuring some 20 000

ha over 10 years at an estimated cost to the Community of 55 million ECU.

89. In the United Kingdom a programme for the stimulation of agricultural
development in the less-favoured areas of Northern Ireland4 was implemented in
January 1982. This measure has been extremely successful. By the end of 1984,
some 2 652 kms of farm roads had been improved or constructed and 446 farm
improvement plans had been approved. By contrast the measure relating to the
improvement of processing and marketing conditions in the cattle feed sector in
Northern Ireland* was not implemented until December 1984. In July 19835, the
Council decided to extend the period of validity of this measure until the end of
1987.

90. The period of validity of the common measure to improve public amenities in
certain rural areas in Italy and France’ was extended by Council Decision until the
end of 1985 so as to permit the completion of projects.

91. Finally, in Italy, France and Greece the implementation of the programme of
land restructuring, reconversion and improvement undertaken in the context of the
special measure for improving the production and marketing of Community citrus
fruité was much slower than that initially envisaged. By contrast the aspect of the
programme relating to the processing, conditioning and marketing of citrus fruit is
on target.
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Integrated development programmes

92. The integrated development programmes in the Western Isles of Scotland!
and in the Department of the Lozére (France)! are now fully and successfully
implemented. An effective coordination of the use of the various development
funds concerned has been one of the hallmarks of the Scottish programme. The
success of the French programme to-date has to be measured against major
difficulties of implementation due to the remoteness of the area allied to its adverse
topography.

Integrated Mediterranean Programmes

93. The Integrated Mediterranean Programmes were adopted by the Council on
23 May 19852, Details of pilot schemes undertaken in preparation for the
implementation of the programmes were given in the 1984 Report. In that year the
degree of utilization of the funds available to the three Member States concerned
for the operation of the pilot schemes was as follows: France 86.2%, Italy 83.4%
and Greece 84.6%. Four additional preparatory measures were initiated in Italy in
August 1985. These concerned certain internal areas of Sicily, Calabria, Basilicata
and Tuscany.

Processing and marketing of agricultural products

94. Up to the end of 1984, the Commission had approved 153 programmes
involving a total investment of 10 061 million ECU, under Regulation (EEC) No
355/77. Aids granted by the Community cover only a relatively limited part of this
total investment, however. Up to September 1985 a further 41 programmes were
submitted. Of this number 33 concerned sectors for which programmes had already
been approved, but for which additional financing was necessary to improve
processing and marketing structures.

' OJL197,20.7.1981.
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The new agricultural structures policy

95. The new agricultural structures policy, as embodied in Regulation (EEC) No
797/85 on improving the efficiency of agricultural structures, ! is based on two main
considerations. In the first case, there is need to take account of the adverse impact
of the continuing economic recession on farm development. Secondly, given the
accumulation of structural surpluses in the case of many farm products,
improvement in production efficiency must now take place without contributing
further to this problem.

The policy covers a number of specific areas of activities, all of which are intended
to contribute to the improvement of the structural situation of agriculture. These
include:

(i) investments in agricultural holdings and the installation of young farmers,
(ii) other measures to assist agricultural holdings,

(iii) specific measures to assist mountain and hill farming and farming in certain
less-favoured areas,

(iv) private forestry development,
(v) vocational training.

The specific provisions of the new policy are as follows:

Farm investment

96. In order to qualify for investment aid a farmer must
(i) practise farming as a main occupation,
(ii) have adequate occupational skill and competence,

(iii) submit an improvement plan for his holding. This plan must show that the
investments are justified, and that its completion will bring about a lasting and
substantial improvement in the economic situation of the holding,

(iv) undertake to keep simplified farm accounts. However this condition does not
apply during the first three years of duration of the policy in the less-favoured
areas of Greece and the Italian Mezzogiorno, on holdings employing less than
one man-work unit and whose projected investments are less than 25 000 ECU.

1 OJL93,30.3.1985.
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Only farmers whose income is below the reference income, fixed at a level not
exceeding the average gross wage of non-agricultural workers in the region, may
qualify for aid. Moreover, the improvement plan may not provide for the
achievement of a labour income in excess of 120% of such a reference income.

The system of aid may be applicable to investments relating to

(i) the qualitative improvement and conversion of production in line with market
requirements,

(ii) the adaptation of the holding for the purposes of reducing production costs,
improving living and working conditions and saving energy,

(iii) the protection and improvement of the environment.

It shall be in the form of capital grants or the equivalent thereof in interest rate
subsidies or deferred payments or a combination of the two. It shall cover aids in
respect of the investment necessary to carry out the improvement plan with the
exception of expenditure incurred in buying land or livestock in the form of pigs,
poultry and calves for slaughter. It may also cover guarantees for loans contracted
and the interest thereon where the security or personal guarantee provided is
insufficient.

Aid is payable on a total investment of 60 000 ECU per man-work unit or 120 000
ECU per holding. The latter limit is increased to 360 000 ECU in the case of group-
operated holdings. The maximum value of the aid, payable for fixed assets in the
form of a capital grant may amount to 35% of the volume of the investment in
normal farming areas and 45% in other areas. The corresponding figures for non-
fixed assets are 20% and 30% respectively. However, in the case of Greece, Ireland
and Italy these rates may be increased by 10% of the total investment for a period of
30 months from the entry into force of the Regulation.

Restrictions on investments aids

97. Asa general rule aid shall not be granted in respect of investments relating to
milk production the effect of which is to exceed the reference quantity (quota)
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determined in accordance with Regulation (EEC) No 857/84,1 as amended by
Regulation (EEC) No 590/85.2 However, where an additional reference quantity
has been granted beforehand or obtained by means of a transfer in accordance with
the terms of this Regulation additional investment aid shall apply. But in this latter
case, the granting of the aid shall be subject to the condition that the investment
does not serve to raise the number of dairy cows to more than 40 per man-work unit
or 60 per holding. If the holding has more than 1.5 man-work units, aid is limited to
investments which lead to an increase in the number of dairy cows of no more than
15%.

98. As regards the pig sector, aid to investments which result in an increase in
production capacity shall be restricted, with regard to requests submitted before 31
December 1986, to investments serving to reach 500 places for fattening pigs per
holding.

As regards requests submitted during 1987 the aid shall be limited to investments
serving to reach 400 places. The place required for one breeding sow is deemed to
correspond to 6.5 fattening pig places. A further Council Decision shall be required
to fix the aid system for 1988 and 1989.

National aid

99. National aids may be granted under the same conditions and in addition to
those already indicated with regard to farm improvement but only insofar as they
apply to the construction of farm buildings, to the relocation of farm building
where this is done in the public interest, and to land improvement operations.
However, the granting of such aids is subject to the proviso that they are in
conformity with Articles 92 to 94 of the Treaty.

National aids may also be granted to farmers who do not satisfy the conditions
specified in relation to those who implement an improvement plan; but in principle
such aids must be at least 25% less than those granted to the latter. Exceptions to
this rule shall apply, however, in the case of aids to investments in relation to energy
saving, the protection and improvement of the environment and land improve-
ment. Member States may also grant temporary aid for investments up to 25 000
ECU in small agricultural holdings which do not satisfy the conditions specified in
relation to those who implement an improvement plan.

1 OJL90, 1.4.1984.
2 OJ L8, 8.3.1985.
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Young farmers

100. The special aids for young farmers take the form of:

(a) a premium on first installation provided that the young farmer practises
farming as a main occupation, has adequate vocational skill and competence at
the time of his installation or within 2 years of his installation, and that the
holding can provide sufficient work for at least one man-work unit.

The premium may comprise a maximum eligible amount of 7 500 ECU or the
equivalent in terms of an interest rate subsidy. In addition a special interest rate
subsidy up to a maximum of 5% may be granted on loans taken out with a view
to covering the costs arising from the installation.

(b) Additional investment aid up to a maximum of 25% of that granted under the
conditions attached to the implementation of the farm improvement plan,
already referred to. The granting of this aid is subject to the condition that the
young farmer submits such an improvement plan within 5 years of his initial
installation on a holding and that he possesses the occupational skills already
referred to above.

Other aid measures

101. Specifically with a view to improving farm incomes and living and working
conditions in farming, launching aids are provided for the establishment of mutual
aid services, farm replacement and farm management services and for the keeping
of farm accounts. The maximum level of aid is fixed:

(i) at 15000 ECU per recognized group in the case of mutual aid services,

(ii) at 12 000 ECU per relief worker employed on a full-time basis, in the case of
farm replacement services,

(iii) at 12 000 ECU per member of staff employed on a full-time basis in the case of
farm management services,

(iv) in the case of farm accounts, at an amount ranging from 700 to 1 050 ECU
spread over at least four years during which management accounts are kept on
the farm.

102. Furthermore, the policy provides for the financing of

(i) pilot schemes to demonstrate to farmers the real possibilities of production
systems, methods and techniques for achieving the objectives of the investment
aid system,
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(ii) measures necessary for the dissemination, at Community level, of the results of
the work done and the experience gained as regards the improvement of
agricultural structures,

(iii) studied to assess the economic efficiency of measures to be implemented under
the new policy.

Environmentally sensitive areas

103. Member States are authorized to grant aids to farmers under special national
schemes in environmentally sensitive areas to encourage the introduction or
continued use of agricultural production practices compatible with the
requirements of conserving the natural habitat and ensuring adequate incomes for
farmers. Such an aid system, however, must be in conformity with the provisions of
Articles 92 to 94 of the Treaty.

Forestry measures on agricultural holdings

104. Special aids are provided to farmers, practising farming as a main
occupation, for the afforestation of agricultural land and for investment in
woodland improvements involving the provision of shelter belts, firebreaks,
waterpoints and forest roads. Some 80% of the costs incurred by Member States
with regard to afforestation and forest roads and 60% of the costs of the other
work, shall be eligible for Community financing. However, the maximum eligible
level of investment amounts to 40 000 ECU per holding. As regards individual
measures the maximum eligible amounts are as follows:

(i) for woodland improvement and the provision of shelter belts : 300 ECU per ha,
subject to an overall maximum of 10 000 ECU per holding in the case of
woodland improvement;

(i) for afforestation: 1400 ECU per ha;
(iii) for firebreaks and waterpoints: 90 ECU per ha;

(iv) for forest roads: 14 400 ECU per kilometer.
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Vocational training

105. With a view to providing systems of vocational training for farm people
which fit the needs of modern agriculture, the provisions of Directive 72/161/EEC
have been strengthened. In effect, the maximum eligible expenditure per training
course participant has been increased to 4 500 ECU per person completing the
appropriate course. Young farmers are obliged to complete a training course of at
least 150 hours in order to fulfil the conditions attached to their receipt of the
special installation aid referred to already.

Less favoured areas

106. The provisions of Directive 75/268/EEC have been strengthened in a
number of respects:

(i) the maximum eligible amount of investment in farm tourism and crafts which

may be provided for in the farm improvement plan has been increased to
40 000 ECU;

(ii) the number of dairy cows which may benefit from the payment of the full
compensatory allowance in the less-favoured areas has been increased to 20;

(it1) farm areas used as a basis for payment of the compensatory allowance which
are afforested may continue to be taken into account for the payment of this
allowance for a maximum of 15 years from the date of afforestation;

(iv) aids to joint investment schemes for fodder production and pasture
improvement, and, in mountain areas, to joint investment in water points and
minor roads for immediate access to pastures and shelters for herds, have been
increased. The new level of aid which is eligible for Community financing may
not exceed 100 000 ECU per joint investment project, 500 ECU per ha of
pasture improved or equipped and 5 000 ECU per ha irrigated.

Specific regional measures

107. In order to help remove the structural or infrastructural handicaps suffered
by agriculture in certain areas, the policy provides a framework whereby the
Council, acting on a proposal from the Commission, may adopt specific measures
to encourage agriculture as a whole in the region concerned. Such measures,
however, are to be in harmony with any development schemes simultaneously
undertaken in non-agricultural sectors as well as with the needs of environmental
protection.
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108. A special aid is provided towards the establishment of training centres to
assist less-favoured areas where no such centres yet exist provided that the
establishment of such centres does not qualify for other Community aid. The
maximum amount of aid per centre which is eligible for Community assistance is
400 000 ECU.

Processing and marketing of agricultural products

109. Details of policy amendments in this area were already provided in the 1984
Report. However, although Council Regulation (EEC) No 1932/84! amending
Regulation (EEC) No 355/77 was adopted by the Council on 19 June 1984, the
financial estimate associated with the new measure was not adopted until 26 March
1985. In this context, Regulation (EEC) No 871/852 provides for an estimated
1 343 million ECU as the contribution of the Community to this common measure
during the 5-year period 1985-89.

Research and development

110. Inaccordance with Council Decision 83/641/EEC of 12 December 19833 no
more than 30 million ECU, as against 65 million ECU proposed by the
Commission, was allocated to the agricultural research programme during the
period 1984-88. As a result, the content of some research programmes notably
those relating to Animal Husbandry, Plant Productivity, Agro-Food and the Less
Favoured Areas outside of the Mediterranean, had to be severely cut back in order
to comply with this financial constraint. However, the Decision obliges the
Commission to submit, prior to 31 December 1985, a progress report to the
Council and European Parliament on the implementation of the research
programme. On the basis of this report the Council will review the programme,
including its financial aspects, prior to 30 April 1986.

In particular, this report shall emphasize the effects of the budgetary cut-back on
the programmes concerned. Moreover, it shall be accompanied by a proposal for a
supplementary financial contribution which would allow for the implementation
of the totality of the research programmes as described in Decision 83/641/EEC.

1 OJL180,7.7.1984.
2 O] L95, 4. 4.1985.
3 OJ L358,22.12.1983.
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During 1985, an amount of 12 679 000 ECU was committed under 130 research
contracts in the context of the research programme. This amount represents the
Community contribution, amounting to a maximum of 50% of the eligible
expenditure.

111. Also, in accordance with the wishes of the European Parliament, a
preparatory programme of research on agricultural surpluses was initiated. A total
of 1 million ECU was committed to 10 research contracts in the areas of milk, sugar
and starch. Furthermore, this programme entailed the organization of a research
seminar which aimed at evaluating current scientific knowledge in relation to the
transformation of plant materials for various uses—food, energy, fine chemicals,
pharmaceutical products, etc.

Some 110 meetings, including expert groups and workshops, involving some 2 500
Community research workers were held in 1985 in the context of the coordination
aspects of the research programme.

112. Finally, in September 1985, the Commission issued two publications in
relation to its activities in the field of agricultural research. The one, entitled
‘Coordinated Agricultural Research:’ describes the main research findings under
the 1979-83 programme. The other entitled ‘Five Years Forward: Coordinated
Agricultural Research in the European Economic Community (1984-88)’ gives a
detailed account of the content, aims and objectives of the current research
programme.

Forestry schemes

113. In forestry matters 1982 was a year of policy study for the Commission and
1983 the year of actual proposals. Intense negotiations at Council level were
conducted in 1984 without the emergence of any tangible results. Last year was
therefore seen by many observers as a critical one for the future of Community
initiatives in forestry.

But the year proclaimed World Forest Year by the FAO got off to a poor start for
the Community. For one thing, it had proved impossible to secure an extension of
the period of validity of the only Regulation specifically devoted to forestry (No
269/79) before it expired on 31 December 1984, and second by the negociations on
most of the forestry proposals before the Council were meeting intransigent
opposition from certain Member States.
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Proposals devoted principally to forestry, such as those on wood! production and
its industrial uses and on the protection of forests? were being met by objections on
grounds of principle that were difficult to surmount, and it seemed probable that
part or all of the forestry components of measures of more general scope, including
those for a new structures policy and for IMPs3 would have to be dropped to save
the rest. Thus 1985 could have turned out to be either the best or worst of years for
forestry matters in the Community, a year of positive decisions or one of fresh
disappointments.

In fact, the outcome of this critical year was on the whole satisfactory.

It was satisfactory in that the Community moved on from the state of political
indecision on forestry of previous years. Even if—regrettably—a number of
decisions were negative, including the Council’s refusal to pursue consideration of
either the proposal on improving the protection of forests against acid rain and fire,
for which 1985 was one of the most catastrophic years the Community had known,
or the proposal for a resolution on Community policy on wood production and its
industrial uses at least the situation was clarified, and the Commission now has
much firmer ground on which to base further reflection and possibly adjustments
to its original proposals.

But 1985 was satisfactory mainly because of positive Council decisions in two
areas.

(a) Forestry schemes have been included in the new policy on agricultural
structures (Regulation (EEC) No 797/854). The Council broke new ground by
approving for the first time a forestry measure of general application
throughout the Community. Although restricted to certain categories of
agricultural holding and likely to be of seriously diminished impact because less
money has been made available for it than was originally proposed, it none the
less reflects a shift towards forestry in the agricultural policy which is
significant at a time when the CAP is under review.

COM(83) 200 final., 30. 5. 1983.
COM(83) 375 final., 14. 5. 1983.
OJ L 197, 27.7. 1985, pages 1 to 9.
OJ L 93, 30. 3. 1985, pages 1 to 18.

R N
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Under the Regulation, afforestation of agricultural land also for the first time
qualifies for an annual compensatory allowance in certain areas, fixed
according to the severity of the permanent natural handicaps to agriculture
therein.

Lastly, the new Regulation also makes provision for aiding action to remove
structural or infrastructure hindrances to agriculture in certain areas.
Afforestation and improvement of deteriorated forest, together with related
work, will naturally qualify for assistance.

(b) The measures in support of forestry from which certain Mediterranean regions
of the Community have benefited since 1979 were continued by the renewal of
Regulation (EEC) No 269/79 until 31 December 1985 and then by
incorporation of its provisions into the Integrated Mediterranean Programmes.

The 1985 forestry decisions are thus clear evidence of the Council’s readiness to put
on a permanent footing the important work that it has authorized in past years by
dovetailing this work into the general framework of the agricultural and regional
development policies. New prospects have also thereby been opened up. But while
the Council is no longer hesitating to approve forestry development work, it is
doing so in the framework of policies other than a purely forestry one and remains
reluctant to sanction any development of a real Community forestry policy, despite
the encouragement that it has received from Parliament.1

114. In 1985 the Commission also continued the series of preparatory schemes it
had started in 1984 to improve the protection of forests against fire and acid rain.
These schemes, which are a contribution to the implementation of experimental
projects in the Member States concerned, will put the Commission in a better
position when the time comes to adopt implementing provisions for the measures
that the Council will have approved.

115. The Community’s forestry work can be presented diagramatically in the
following way:

1 See Parliament’s resolution of 14 November 1983: O] C 307, pages 123 to 127.
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THE COMMUNITY’S FORESTRY WORK
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Certain Community policies, including the agricultural, environmental, regional,
development and research policies, appear to have found in forestry scope for an
extension of activities, and Community forestry is benefiting from the new interest
shown.

Despite the lack of a proper Community forestry policy, the Community has for a
number of years been initiating schemes the cumulative impact of which is far from
negligible. The Community’s financial commitment to the schemes over the period
1980 to 1984 was almost 470 million ECU. In all probability the 1985 decisions will
result in an increase in the amounts paid out.

This new interest in forestry in several Community policy areas is not unconnected
with the increasing part that forestry is being called on to play in the search for new
equilibria that the present social and economic crisis is necessitating.

Community forestry schemes
from 1980 to 1984

m ECU
Forestry development in the Mediterranean regions (EAGGF) 274
Forestry projects in developing countries (EDF) 75
Forestry schemes forming part of regional development programmes (ERDF
and EAGGF) 90
Research (all programmes) +25
Forest-protection (preparatory work) S
Total 469

116. The diversity of the Community’s forestry schemes has advantages but also
a number of drawbacks which the Commission intends to deal with.
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The Community’s forestry activities cannot continue to develop any longer in the
present piecemeal fashion without a threat to their overall effectiveness. These
schemes must be coordinated to make sure that they form a coherent whole
properly related to an explicit forestry strategy.

This led the Commission to decide:

(1) to promote forestry to the rank of a sector of responsibility entrusted in its own
right to one of its Members, and

(2) to present a Community forestry action programme to the Council and to
Parliament.

In line with this commitment the Commission drew up a consultative report on
forestry that it is intended to use for initiation of a very wide-ranging consultation
on the aims of its forestry operations, their impact and the resources that should be
mobilized.

Following this general consultation, the Commission will lay before the Council a
forestry action programme with a first set of proposals corresponding to the
strategy defined in the programme and enjoying priority treatment.



VIl — Agricultural production and income
in 1985

Agricultural production in 1985

117. Production in the Community was set back by bad weather in many areas
during 1985. Frosts and a late spring affected fruit and olive crops in the south and
meant a slow start to the crop growing season in northern parts. Conditions for
harvesting forage and cereal crops were very poor in northern, and especially north-
west, Europe, but it is likely that the main effects will be felt in the winter of 1985/
86. Conversely most of France below the Loire valley experienced summer drought.

Crop production has been hit and will be significantly lower in quantity and quality
than in 1984. However the steady increase in productivity means that output will
still be above the average for the last 5 years. In the livestock sector there has been a
more pronounced drop in milk production, as 1985 is the first full calendar year
under the quota régime. A small increase in output for the other livestock sectors is
expected.

118. Cereal production in 1985 fell to about 141 million tonnes, 6% below the
record harvest of 1984, but still well above the 1981-84 average production of 132
m tonnes. The main part of the reductions are in France (—8%), the U.K. (—7%)
and Germany (— 5%); these countries together account for three-quarters of the
Community’s cereal production.

The area sown to cereals was slightly less in 1985 compared to 1984 (—1%). Wheat
(soft wheat) production dropped by 11%, durum wheat by 13% and barley by 6%.
However grain maize production increased by 5% to a new record of over 21 m
tonnes.



102  AGRICULTURAL PRODUCTION AND INCOME IN 1985

119. Sugar beet production is estimated to have fallen by 3%, especially due to a
reduction in France of 5%. France cultivates one third of the crop and reduced its
sown area by 7% this season. The biggest cut in production was in the UK (—13%).
Actual sugar yield will be even less due to falls in sugar content of the crop. In
Greece there was a dramatic rise in the area sown and in production (+43%),
however, Greece is only a small producer at Community level.

It is too early to assess the potato crop but the outlook is bad as production of
earlies was poor and the growing season short due to delayed planting.

120. Production of oilseed rape fell slightly (— 1%). France, the biggest producer
with almost 40% of the crop, showed a 3% fall but output rose by 12% in
Germany. The 1985 crop for the Community has been estimated at 3.4 m tonnes,
which is 70% more than the 2 m tonnes harvested in 1981. It is too early to estimate
the olive oil crop output, but the Italian crop prospects were severely hit by winter
frosts. Production of sunflower seed increased by 1/3 in 1985, due especially to
expansion in the crop area. This crop now accounts for 30% of oilseed production
in the Community.

121. Amongst protein crops, pea production and dried fodder production
suffered from winter crop damage and fell by 20%. There was little change in
production of field beans or lupins.

122. Despite an 11% drop in production in 1985 the tomato crop was above
average. The main influence was a 10% fall in Italy, where half of the crop is
grown.

123.  Apple production was below average, with a 9% fall in production in 1985,
due especially to a smaller Italian crop (one third of production is in Italy). Also
German production dropped by 20% . Pear production was above average, despite
a 16% fall in 1985, as were stone fruits (3% drop in production in 1985).
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124. Wine production is expected to fall by about 13% for the Community in
1985. The biggest drop is in Germany ( —40%), although there was an exceptional
harvest there in 1984. A fall of about 14% is estimated for Italy, the largest
producer, and a fall of about 6% for France.

125. For milk a more accelerated decline in production of about 5% occurred in
1985, compared to a drop of 2% in 1984. This reversal in trend from steadily rising
output in the past has come from the implementation of production limits under the
quota system. Coincidentally dairy cow numbers dropped by 3% during 1984 and
this trend continued into 1985.

126. Following a big upswing of beef production in 1984 (+8%), due especially
to disposals from the dairy herd, a modest increase of 1-2% is expected for 1985.
Total production was about 7.3 m tonnes.

127. Production of sheepmeat continued to rise slowly in 1985, by about 2%.
This is in line with the average trend since 1981. The size of breeding flocks
increased in the UK and Ireland but fell in France.

128. Pig supplies rose 2% in 1985 to about 10 m tonnes. The largest production
increases were in the Netherlands, the UK and Denmark. The Community breeding
herd was 4% larger in August 1985 than at the same time the previous year.

129. Poultrymeat production rose by 1.3% in 1985 but it was close to the annual
average for 1981-84.

130. Egg production remained unchanged in 1985.
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PATTERN OF EEC AGRICULTURAL PRODUCTION COMMUNITY
OF TEN - 1983

TOTAL LIVESTOCK PRODUCTS 56,9
Beef/veal 14,4 %

Milk 19,8

Pigmeat 11,5

Other crop products 6,6

Industrial crops 1,2

Eggs ond poultry 7,7

Roots and brassicas 4,2

Sheepmeat and goatmeat |,7

Wine and musts 5,7

Other livestock products (,8

Cereals and rice 12,|

Fresh fruit and vegetables 12,6

Source : EUROSTAT

TOTAL CROP PRODUCTS 43,

Figure §

Structure of production and medium-term trends

131.  The structure of agricultural production in the Community is given in the
figure above. Each segment represents the proportion of each commodity by value
in total production. A more detailed breakdown for most of the Member States can
be found in Table 03 of the statistical section of this report. The three major
sectors—milk, beef and veal, and cereals—together make up almost half of the

Community’s agricultural output.
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TABLE A

Output by volume of the major agricultural products - EUR 10
Volume index at constant prices (base 100 = average 1974-76)

Annual rates of change %
1980 1981 1982 1983 1984 ~
19851 | 8s/ga1| 3483 o
84/75
Milk 115 | 116 | 119 | 123 | 121 | 115 -5 - 23P 2.1
Beef & veal 105 | 104 | 102 | 106 | 115P| 117 +2 + 8.0P 1.6
Pigmeat 120 | 121 | 122 | 124 | 125P| 128 +2 + 09P 2.5
Cereals 134 | 130 | 144 | 132 | 161 | 151 —6 +22.0 5.4
Fruit & Veg. 104 | 104 | 112 | 110 : : : : :
All products 113 | 113 | 119 | 118 | 12PP| 119P| -3 0.1Pp 2.2

Source: Eurostat, Economic Accounts for Agriculture.
P = Provisional.

1 DG VI forecasts.

132. Trends in the volume of production of a selection of the most important
commodities are shown in Table A. They are in index form based on the average
production around the year 1975 (average 1974-76). For overall production, the
estimated index for 1985 shows a 19% increase in the volume of output relative to
10 years before. This is equivalent to an annual rate of increase of 1.8%. For milk,
production is estimated to be 15% more in 1985 than in 1975, despite the recent
downward turn in production. Most dramatically, the quantity of cereals produced
in 1985 was about 50% above that of 1975, an annual increase of 4.2%.

Prices

Producer prices

133. 1In 1985 farmgate prices are estimated to show a small increase of 3.3%,
which is a slight fall in real terms relative to 1984 (see Table B). In current terms
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changes of 2.9% for crop products and 3.5% for livestock products were recorded.
The change in institutional prices (those for the agricultural price fixing for the
1985/86 season) was 1.8%, a little less than that recorded for all products. In real
terms, the biggest fall in prices was in Ireland (—8.2%) and the United Kingdom
(—6.9%). Price changes over the last 2 years are given in Table B.

TABLE B

Product price changes and inflation in 1984 and 1985 (estimates)

% changes 1985/84 % changes 1984/83

Agricultural i Real icultural Inflation Real

® prices v change | e ratest ichange
EUR 10 + 33 5.1 -1.7 + 4.5 + 57 -11
D - 3.0 2.1 —-5.0 - 13 + 19 -3.1
F + 12 57 —4.3 + 33 + 7.0 —3.5
1 + 6.5 8.1 —-1.5 + 6.9 +10.7 —34
NL - 1.5 2.3 —-37 + 1.8 + 2.6 —0.8
B - 03 4.7 —4.8 + 1.9 + 53 —3.2
L + 17 4.2 —-2.2 - 01 + 58 —5.6
UK - 18 5.5 —6.9 + 0.2 + 44 —4.0
IRL - 26 6.1 —8.2 + 1.0 + 6.6 —4.4
DK + 22 3.9 —-59 + 27 + 5.8 —-2.9
GR +17.1 17.1 —0.1 +204 +19.9 +0.4

Sources: Eurostat Agricultural Prices; DG IL
1Index of implicit price of Gross Domestic Product.

134. Medium-term trends in producer prices are shown in Table C. The wide
differences between Member States are largely due to very different inflation rates.
In real terms there has been a reversal in the trend of producer price rises in 1982
and 1983, with a no change situation in 1982, and then a price fall in 1983, this
continuing in 1984 and 1985.
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TABLE C
Index of agricultural producer prices

All agricultural output (base 100 = average EUR 10 for 1980)

1980 1983 1984 19851

FR of Germany 100 109 107 104
France 100 137 141 143
Italy 100 143 153 163
Netherlands 100 115 117 115
Belgium 100 143 153 153
Luxembourg 100 135 134 136
United Kingdom 100 137 132 123
Ireland 100 136 138 135
Denmark 100 131 135 132
Greece 100 167 210 227
EUR 10 100 133 139 144

Source: Eurostat Agricultural Prices.
1 Estimates.

Input prices

135. As for producer prices, input prices in 1985 varied considerably between
countries, with a fall of 3.7% for the Netherlands to a rise of 15% in Greece (see
Table D). Input prices fell in most countries, relative to 1984 levels. In real terms
there were falls in all Member States. The range was from —6.8% in Denmark to
+1.8% in Greece. The Community average change was — 3.6% in real terms. Price
changes for the period 1980-1985 are shown in Table E.
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TABLE D

Input price changes and inflation
in 1984 and 1985 (estimates)

% changes 1985/84 % changes 1984/83

Agricul- In- Real Agricul- In- Real

tural flation change tural flation change
inputs 1 rate in prices inputs 1 rate2 in prices
EUR 10 + 14 5.1 —3.6 + 6.3 + 5.7 —-1.6
D - 15 21 —3.5 + 2.2 + 19 +0.3
F + 2.6 57 -29 + 7.4 + 7.0 +0.4
i + 2.1 8.1 —-5.6 + 9.0 +10.7 —-1.5
NL - 37 2.3 -59 + 34 + 26 +0.8
B - 14 4.7 —5.8 + 6.0 + 53 +0.38
L - 1.6 4.2 —5.6 + 6.6 + 5.8 +0.7
UK + 16 5.5 —6.7 + 3.9 + 44 —05
IRL + 2.8 6.1 -3.1 + 6.9 + 6.6 +0.3

DK - 32 3.9 —6.8 + 5.8 + 5.8 0
GR +15.0 171 —1.8 +14.9 +19.9 —4.2

Sources: Eurostat Agricultural Prices; DG 1I.

! Intermediate consumption inputs - feedingstuffs, sceds, fertilizers, sprays and farm overheads but not wages or investment goods.
2 Index of implicit price of Gross Domestic Product.

TABLE E

Index of agricultural input prices?!
All agricultural input (base 100 = average EUR 10 for 1980)

1980 1983 1984 1985 2

FR of Germany 100 115 117 115
France 100 139 149 153
Italy 100 147 160 163
Netherlands 100 118 122 117
Belgium 100 131 139 137
Luxembourg 100 130 138 136
United Kingdom 100 126 131 133
Ireland 100 137 147 151
Denmark 100 139 147 142
Greece 100 178 204 234
EUR 10 100 133 141 143

Source: Eurostat Agricultural Prices.

; Intermediate consumption inputs - feedingstuffs, seeds, fertilizers, sprays and farm overheads but not wages or investment goods.
Estimates.
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136. There was a price squeeze in agriculture in 1983 and 1984. This means that
the relationship between the price per unit output and price per unit input
(intermediate comsumption!) deteriorated, though at a lower rate than in the 2
previous years. In 1983 and 1984 the output/input price ratio had fallen by about
1% per annum.

However in 1985 there has been a reversal, with a relaxation of the price squeeze.
The output/input ratio improved by about 2% due to a higher rate of decrease in
input prices.

137. The price of investment goods  expected to increase only very slightly in
real terms in 1985, compared to a rise of about 5% in 1984. Thus the rate of price
increase returns close to the rate of infiation as it had been in the 1981-1983 period.

Incomes in agriculture

--1984 and 1985

138. For 1985 estimates at the time of going to press indicate a fall in income per
person? in real terms for the Community. This is a downturn after the rise (of about
4%) in 1984, and if these first estimates are accurate will bring average 1985
incomes to the level of 1983 and to about the average for the period 1981 to 1984.
The most significant drops in income, in real terms, are expected in France,
Belgium, the UK a .d Ireland, notably countries most seriously affected by bad
weather conditions in 198S.

Profitability seems to be very different for the various farming enterprises in 1985.
For cereals there has been a sharp reduction in margins due to lower yields, prices,
quality and the relatively high level of returns in the previous year. However returns
from other field crops are expected to be better than for cereals. Those from
horticulture are estimated to show a big improvement compared to 1984, with
some improvement also for permanent crops (principally fruit and wine). Amongst
the livestock enterprises little change in returns from dairying is expected. The drop
in output resulting from the quota policy has been offset particularly by big
reductions in the use of concentrated feeding-stuffs. Profits from beef production
will be down, whilst those for pig production are expected to be much better than in
1984.

1 See note to Table D above
2 Net Value Added per person employed in agriculture.
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NET VALUE-ADDED" PER PERSON EMPLOYED? IN AGRICULTURE
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NET VALUE-ADDED" PER PERSON EMPLOYED® IN AGRICULTURE
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139. 1In 19841 (see figure 6.1 and 6.2) there was a marked rise in income? in most
Member States, ranging from +36% in Denmark (though there had been an
important decline there in 1983), followed by Greece (+17%) and the UK
(+10%). Only in Belgium was there a fall (—7%), with also very small drops in
Italy (—1%) and Luxembourg (—0.5%).

Medium-term trends (see figure 7)

140. Community net income from agriculture rose slightly in real terms over the
period 1975-84, equivalent to a rate of 0.3% per annum. Gross income increased
more rapidly, at 0.9% per annum, implying that the proportion of income going
into servicing capital items on the farm (buildings, machinery and equipment) has
increased. However, final output, the total value of production from farming, rose
at a much more rapid rate of 2.3% per annum. Consequently the share of net
income in final output (that is, the proportion of production which ends up as
income) slipped from 53% in 1975 to 44% in 1984 (see figure 7).

Absolute incomes in agriculture (Tables 13.1 and 13.2)

141. All the changes in income referred to so far have been national or
Community averages for either the sector or per person occupied in agriculture. In
reality incomes vary greatly in different regions and on different farms, either
because of the size of the farm business (corresponding to resources available) or
the type of production. For this a consideration of absolute incomes is necessary
and is given for commercial farms in Tables 13.1 and 13.2 of the statistical section
of this report. Income, output and costs are shown for the Member States, different
economic sizes of farm and the main poduction types, as collected through the
Community Farm Accountancy Data Network.

1 For more details on changes in 1984, see Green Europe Newsflash No 29, March 1985.
2 Net Value Added per person employed in agriculture.
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Figitre 7










































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































