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OPINION OF THE COMMITTEE ON AGRICULTURE
Draftsman: Mr A. FANTON

On 16 February 1981 the Committee on Agriculture appointed Mr Fanton
draftsman of an opinion.

It considered the draft opinion at its meetings of 6 and 7 July, 21 and
22 September and 1 and 2 October 1981.

At the last of these meetings it adopted the draft opinion by 15 votes
to 1 with one abstention.

Present: Sir Henry Plumb, chairman; Mr Fanton, draftsman of the opinion;
Mr Blaney (deputizing for Mr Skovmand), Mr Battersby, Mr Costanzo (deputizing
for Mr Diana), Mr Davern, Mrs Herklotz, Mr Gatto, Mr Hord, Mr Ligios,
Mr Marck (deputizing for Mr Helms), Mr M. Martin (deputizing for Mr Maffre-Baugé),
Mr Papaefstratiou, Mrs Péry (deputizing for Mr Sutra), Mr Pranchére, Mr Provan
and Mr Thareau.
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INTRODUCT ION

1. The draft budget for 1982 amoﬁnts to 22,800.94 m ECU in commitment
appropriations and 21,737.77 m ECU in payment appropriations, which represents
an overall increase of 2,118.9 m ECU (+10.24%) in commitment appropriations

and 2,607.8 m ECU (+13.63%) in payment appropriations compared to the 1981 budget.

2. For the Council, this draft budget demonstrates its determination to curb
Community public expenditure at a time when the Member States are themsel&es

applying austerity measures. The Council draws two conclusions:

(a) that it is not possible to allocate public funds to policies that the
Member States have not yet approved; and

(b) that the further development of existing policies, in particular expenditure

on the EAGGF Guarantee Section, must be strictly controlled.

3. The Committee on Agfiéulture cannot share this point of view. While it
recognizes the need to allocate Community resources in such a way as to achieve
maximum effect, it does not want that to lead to a situation where the common'
agricultural policy, the Community's only integrated policy, is challenged.
Furthermore, although the Committee on Agriculture welcomes the implementation
of new policies to support economic activity and employment, it takes the view
that the Community's economic integration should not be strengthened at the

expense of the common agricultural policy.

4. That being so, the Committee on Agriculture maintains that the common
agricultural policy must not bear the consequences of a reduction in the rate of

Community public expenditure. The following considerations must be borne in mind:

(a) To begin with, we are too often apt to forget that in terms of the
organization of the agricultural markets, the CAP is the Community's only
integrated policy. Hence it is only natural that it should absorb a sub-
stantial share of the Community budget. This share represents 62.1% of the
payment appropriations proposed for 1982, but it is important to note that
this is a rough figure, arrived at from a superficial reading of the 1982
budget. We shall see later that it has to be adjusted, because the CAP has
to cover certain items of expenditure which have very little connection with

the management of the agricultural markets.

{p) The CAP'S share of the Community budget would be less if other Community
policies were implemented. The regional policy's share, for example, is
16.12%, yet numerous regional disparities remain within the Community. ?he
enexrgy policy's share is only 0.10%, yet Europe depends on imports for mére

_____than-half its energy requirements. We should therefore be delighted by the
amount of money spent by the Community on its farmers, since the CAP guarantees
the Community's self-sufficiency in foodstuffs, keeps agricultural workers on
the land at a time of high unemployment and helps maintain, if not expand, both
the upstream activities (machines, fertilizers) and the downstream activities

(agri-food stuffs industry) of agricultural production.
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We would do well to remember in this connection that the Member States spend
30,000 m ECU in unemployment benefit for the 7 million unemployed in the
Community. The common agricultural policy spends roughly one~third of this

amount to keep 8.5 million agricultural workerg in employment.

All this serves to show that the Community'budéet proposed for 1982
is a crisis budget, that the austerity advocated by the Council
will not help to lift the Community out of the crisis and that it makes
no sense to penalize, in the name of austerity, the only integrated
policy capable of generating economic activity and creating jobs, namely
the common agricultural policy.

(c) In order to shield the CAP from the criticisms unjustly heapsd upon
it, it is necessary to point out once again that it represents approximately
0.4% of the Community's gross domestic product (GDP), which is
a cheap price to pay for our self-sufficiency in food, in other words for
the guarantee to consumers of the continuing availability of supplies
at’ stable prices.

It will be remembered that quite recently a shortage of sugar pushed the
world price on this product beyond the price fixed on the Community market.

In late September 1980, the world price was 70% higher than the Community's
intervention pricel.

5. All these developments show that the CAP is a necessity for the citimens
of the Community and that it is essential to evolve other policies if the

Community is to have a decisive influence both on the Eyropean economy and
on world politics. In 1982, the Community budget will represent 0.94%

of the Community's GDP. The Commission points out that *his percentage

is the highest ever reached in the history of the Community, yet once again
this budget is too small to have a macroeconomic impact.

If ZBurope is to face up to its responsibilities, new policies must be evolved
whenever Community measures prove more effective than the measures applied,
in a piecemeal fashion, by the Member States. This applies particularly
to energy policy, industrial policy anéd transport policy. Consequently,
it is essential that the member governments realize the artificial nature
of the 1% ceiling on VAT, given that Community expenditure must replace
national expenditure. Moreover, in a Community still in the making, is

it not natural that the rate of increase of the Community budget should
ba higher than that of national budgets?

The European Parliament must, then, call the attention of the Council once
again to the point it made in its resolution of 9 April 1981 on the Community's
own resources, namely the need to exceed the 1% geiling on VAfil

1 The Agricultural Situation in the Community - 1980 Report, point 152, p. 68.

2 OJ No. C 101, 4.5.1981, p. 75 (see paragraphs 23 and 24)
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Having made these preliminary observations, we must now attempt a study
those sections of the budget which fall within the terms of reference
the Committee on Agriculture and take stock of the Community's intentions

regards the provision of food aid in 1982, insofar as such aid is drawn

from stocks of agricultural products existing in the Community.

After this study, the Committee on Agriculture will examine the new

layout of the budget and formulate proposals with a view to making it even

more transparent. Lastly, the Committee on Agriculture will submit to

Parliament a number of proposals (amendments and modifications) which will

re
a

to
tu

7.

flect its objectives for the 1982 budget, having regard to the need for
policy of continuity in certain sectors (e.g. the fisheries sector) and
the guidelines formulated by Parliament for improving the common agricul-
ral policy (see report by Sir Henry Plumb: Doc. 1-250/81).

Before beginning our study of the draft budget for 1982, we must point

out that it takes no account of the suggest.ions which the Commission put forward

in

its report on the Mandate of 30 May 1980 (COM(81) 300 final). The

Commission has also indicated that it reserves the right to introduce during

ae budgetary procedure a letter of amendment translating some of its con-

clusions into budgetary terms.

ha

The Committee on Agriculture wishes to emphasize from the outset that it

s reservations now that it has read the Commission's report. Although the

Commission pays tribute to the common agricultural policy, it seems to want

to
Th
mo
ex
de

It

8.
m
Th

av
ba
st

es

(a

1

alter its nature radically and even challenge its underlying principles.
e Committee on Agriculture could not accept any watering down - or still
re extensive weakening - of the common agricultural policy and it will
press itself more forcefully on this matter in the opinion it is to

liver to the Committee on Economic and Monetary Affairs.

. EAGGF GUARANTEE SECT:ION (Titles 1 and 2)

The appropriations allocated to the Guarantee Section amount to 13,500
ECU (not including an appropriation of 433 m ECU entered in Chapter 100).
is represents an increase of 9.6% compared to the 1981 budget.

The rate of increase of agricultural expenditure is lower than the
erage rate in the Community budget. While we can accept the need to cut
ck on agricultural expenditure to the extent that it is justified by
ricter management, it must not be to the detriment of farmers. It is

sential here to reaffirm a few fundamental premises:

) the amount of agricultural expenditure depends on the reqgulation of
the various common market organizations and on the state of the
agricultural markets. The Commission even points out that 'the budget,
which reflects in financial terms the combination of these two factors,
is therefore essentially an instrument of execution and management, but

. . . . 1
is not a means of influencing the causes of expenditure'”™;

Preliminary draft budget for 1982, Volume 7/A, p. 24, point 1.1.1.
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(b) some items of expenditure are traditionally charged to the EAGGF
Guarantee Section although they have no connection with the common

agricultural policy. For example:

1. expenditure arising from trading commitments entered into by the
Community, either in the context of GATT, or on a bilateral basis

(New Zealand),

2. expenditure arising from the preferential agreements concluded

with the ACP states (mainly with regard to sugar),

3. expenditure associated with European political cooperation arrangements,
such as the decision to grant emergency food aid to Poland and to the

Afghan refugees, and

4. food aid refunds resulting from the Community's development aid

policy.

9. The Committce on Agriculiure deplores the fact that the Council did not
follow the Commission's preliminary dratt which entered all food aid refunds
in Chapter 92. In so doing the Commission was following the recommendations
made by the European Parliament and thereby recognizing that this had the
advantage of showing the overall cost of these refunds (amounting to 294.5 m
ECU), and hence the amount of resources allocated by the Community, and of
facilitating their management. The Council preferred to relocate these
subsidies in the context of each individual product. The Committee on

Agriculture deeply regrets that it did so.

Similarly, the Committee on Agriculture deplores the fact that the
Commission failed to indicate, in its preliminary draft budget for
1980, the cost of importing 1.3 million tonnes of preferential sugar
(see Article 972). Such transparency in the recording of expenditure
is, however, useful, in order to satisfy both European public opinion and
the third countries which are able to see that the Community is
not an economic entity exclusively preoccupied with its own interests. The
cost of sugar imports from the ACP states and India in 1982 will therefore
amount to 260 m ECU. The Council, as might have been expected, has shown

itself to be as pusillanimous as the Commission on this issue.

10. In drawing up its preliminary draft, the Commission gave the amount of
he expenditure which results from the Community's commercial policy but
continues to be charged to the EAGGF Guarantee Section.

- The 92,000 tonnes of butter which the Community will import in 1982 from
New Zealand will have to be offset by exports of an eguivalent amount,
estimated at 160 m ECU. Since the levies applied to this butter will
bring in approximately 30 m ECU, the overall net cost to the Community
may be put at 130 m ECU.
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- Eact year the Community imports about 400,000 tonnes of beef and veal at
a reduced rate of duty or duty-free, primarily from Yugoslavia and from
the developing countries (such as Botswana). The direct cost of these
concessions may be evaluated at 550 m ECU (out of refunds totalling 788 m
ECU) .

11. Tre Commission also points out that following the tariff concessions
grante¢ by the Community, the latter has been compelled by the need to protect
its prcducers' incomes and its production capacity to adopt a market organiz-
ation cystem providing for the grant of a subsidy to offset the difference
betweer the world price and production costs within the Community. This,

as the Commission says, imposes a very heavy financial burden on the

Community.

- 0Oils and fats such as groundnuts imported at a very low rate of duty
constitute a competitive threat to butter and olive o0il, the financial
impect of which is difficult to assess, according to the Commission.

The Committee on Agriculture feels that a global fats policy is
essential if expenditure in those two sectors is to be controlled

more effectively. We must not forget that support costs for olive oil
w.1ll increase sharply once Spain becomes a member of the Community. We
must therefore make immediate preparations for the implementation of a
fats policy if we are to achieve anything approaching consistency on
this matter and bring about a balance between animal and vegetable fats.

- Duty-free imports of oilseeds and oil cake have prevented the development
of protein plants in the Community and induced the authorities to grant

substantial aid to stimulate their production.

- The Community is stepping up imports, at low rates of duty or duty-free,
of substitute products for Community cereals for use as cattle feed,
particularly manioc, maize gluten, by-products of brewing, distillation,
starch manufacture from cereals and potatoes, molasses, fruit pulp, etc.
(Imports of maize gluten, for example, amounted to 2.6 million tonnes
in 1980.)

12. 1In its report on the agricultural situation in the Community in 19801,

the Commission notes that imports of manioc, which plays an important role in
the rearing of pigs and poultry, rose from 2.2 million tonnes in 1975 to

4.8 million tonnes in 1980. The duty levied on manioc is bound at 6%

in the 3ATT agreements. Admittedly, the Community has concluded a

voluntary restraint agreement with Thailand, but other countries, partic-
ularly in Africa, might well take over from Thailand. Bearing in mind

that th2 cultivation of manioc hardly benefits the indigenous population,
that th2 manioc market is controlled by large commercial undertakings and
that th2 production of manioc is harmful to the expansion of Community
cereals production, it can be seen that the problem will be solved not so

1 Pages 97 to 105
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much by concluding voluntary restraint agreements as by unbinding the
import charges on this product. The Commission calculates that imports
of manioc (tapioca) and cereal brans (which amounted to 2 million tonnes
in 1979) have replaced almost 9 million tonnes of feed grains. Imports

of cereals substitutes are likely to cost the Community budget 650 m ECU.

In the case of soya, which is a scurce of protein, imports or opean
rose from 9.1 million tonnes in 1974 to 11.75 million tonnes in 1980,
while imports of cake and meal rose from 3.4 to 7.2 millicn tonnes over the

same period.

Imports of soya from the United States in 1979 cost 2,300 m EUA.
This is a major component of the Community's trade deficit with the United
States. Here again, the Community should consider the advisability of
securing an unbinding of the zero-rated duty on soya imports into the
Community, or, at the very least, obtain trading concessions from the Un.ted
States in order to restore the balance of trade between the two partners.
We might, in this connection, reflect on the fate of the Airbus, a superb
European aircraft, whose successful penetration of the American market is
being impeded by countless obstacles which ost:nsibly relate to the
aircraft's qualities, even though they are universally recognized as being

satisfactory, as sales on the world market go to show.

The Community should therefore rethink its trade relations with a view
to achieving greater balance with that country. Nor must we forget tnat
soya imports make the Community dependent on the United States, that a
shortfall in that product would cost it dear and would adversely affect
its stock breeders. The Community should therefore encourage greater
cultivation of protein plants with a view to reducing its dependency on
that country. Duty-free importation of soya into the Community prevents
the expansion of protein plant production.

13. All these examples show that the problems facing the Community cannot
all be laid at the door of the common agricultural policy. On the contrary
they show that the Commission should re-examine all the tariff concessions
at present granted with a view to striking an equitable balance between

the interests of Community producers, the interests of the developing
countries and the benefits accruing to European manufacturers from the
granting of tariff concessions to third countries, especially rich third
countries like the United States. At the same time, the Commission should
provide for a new title or chapter entitled 'Trade relations with third
countries', in order to show up the cost to the Community of its commercial
policy and, in particular, the consequences of‘granting tariff concessions.

. - . '
Similarly, whenever exceptional aid is granted to a state for reasons
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relating to the Community's external policy, that aid should be recorded 1in
a title or chapter entitlgd 'The Community's external relations'. In this
way, the exceptional aid granted by the Community to the Afghan refugecs
cost 20 m ECU and the price reductions granted to Poland for its purchases
of foodstuffs in the Community between 60 and 80 m ECU.

In future, all such expenditure should be shown separately from that

relating to the common agricultural policy.

14. Finally, accession compensatory amounts (ACAs) and monetary compansatory
amounts (MCAs) are still charged to the EAGGF Guarantee Section, 1n soite of
repeated requests by Parliament for a change of procedure. ACAs are a
temporary necessity resulting from Greece's accession to the Community and
will disappear once Greek prices are brought into line with Community

prices. They amount to 10 m ECU.

MCAs are a reflection of the differing pace of economic development in
the Member States. Negative MCAs have virtually been abolished. Positive
MCAs still exist in Germany and the United Kingdom, a.though in Germany they
are now of the order of 3.6%, as against 12% 3 or 4 years aqo. Tt s
because they are mainly positive that the remaining MUAs appear as rovenue
in the Community budget (163 m ECU) and therefore have the effect of
reducing expenditure under the EAGGF Guarantee Section.

However, this gain must not be allowed to obscure a question of
principle, which is that agri-monetary expenditure must be charged not to
the EAGGF but to another section of the budget. In view of the fact that
in the short term agri-monetary expenditure serves to ensure that the
agricultural common market operates smoothly, it could be entered in a new
Chapter 45. In the long term, on the other hand, MCAs distort the
conditions of competition between farmers, which is why their abolition

must remain a fundamental objective.

15. We are also too often apt to forget that the common agricultural policy

is a source of revenue.

For example, the agricultural levies will bring in 1,899.10 m ECU and

the sugar and isoglucose levies 786 m ECU.

On the basis of the data vailable, the real cost of the common agric-

ultural policy may be put at:
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13,933.00 m ECU (including 433 m ECU
entered in Chapter 100)

Food aid refunds ~294.50 m ECU
ACP sugar -260.00 m ECU
New Zealand butter -160.00 m ECU
Beef and veal -550.00 m ECU
Manioc and maize gluten =-650.00 m ECU (estimate)
ACAs - 10.00 m ECU
MCAs +163.00 m ECU

12,171.5 m ECU

Revenue from the CAP
Levies 1,899.10 m ECU
Sugar and isoglucose levies 786.00 m ECU

2,685.10 m ECU

On this basis, the common agricultural policy does not account for 62.1%
of the budget, as 4 superficial reading of its contents migh! lead un to
believe, but to 49.79% of the budget.

16. Would-be critics should therefore develop a sense of moderation before
launching an attack on the CAP. In its resolution on possible improvements
to the common agricultural policyl, Parliament requested that all items of
expenditure unrelated to agriculture should be excluded from the EAGGF (see
paragraph 54). It is the object of this opinion to justify that request.

17. Now that we have demonstrated the real cost of the common agricultural
policy, we must proceed to an examination of the main areas of expenditure
under the EAGGF Guarantee Section.

In 1982, milk production is expected to amount to 117.9 million tonnes.

The granting of refunds is the most important of the measures taken to
dispose of milk products (it will be recalled that in addition to 92,000
tonnes of New Zealand butter, the Community imports 70,000 tonnes of cheese
from third countries), but it should not be forgotten that exporting these
products is less expensive than granting subsidies for internal consumption,
especially as domestic demand for milk and butter is at present stagnant.

1 See minutes of the proceedings of the sitting of 17 June 1981, p. 5

(PE 73.639)
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The Commission should review the amount of the subsidies paid for the
use of skimmed milk powder in feedingstuffs. 758 m ECU is earmarked in the
budget for a quantity of 1,300,000 tonnes of skimmed milk powder. However,
the manufacture of this product, especially where the feeding of calves is
concerned, entails a wasteful use of a scarce and expensive commodity,
namely energy. It would be preferable for the Community if part of this sum
were set aside for other measures, except of course for cases where the use
of milk powder as feed for calves is justified by the remoteness of breeding
-areas from milk production areas. However, this by no means-obviates the need
to strengthen the measures to encourage the suckling of calves (see iter 2120
*Premiums for suckler cows' for which only 97 m ECU have been set aside) and
the measures to promote Community production of protein plants (see Article 131

'Protein plants' for which only 94 m ECU have been set aside).

A{d for the consumption of butter in the Community amounts to 91 m
ECU to which should be added 113 m ECU entered in Chapter 100. This

should make i% possible to dispose of 600,000 tonnes of butter on the

Community merket. An appropriation of 106 m ECU 15 set aside for the
supply of milk to schools. The Commission hopes Lthat this measure will
dispose of a further 400,000 tonnes of milk. For an assessment of the

success of the measures, please refer to the 1979 report by the Court of
Audltors which gives information on special measures for the disposal

_ . {
of milk products.

The Commission estimates that the co-responsibility levy should bring
in 423 m ECU in 1982.

Part of this revenue will be used to expand the market in milk products
and the balance will be used to finance the organization of the market in

milk and milk products.

Revenue from the co-responsibility levy during the period from 1977

to 1982 may be broken down as follows:

1977: 24,1 m ECU

1978: 156.1 m ECU

1979: 94.2 m ECU

1980: 222.9 m ECU estimate
1981: 508.0 m ECU "
1982: 423.0 m ECU "

1,328.3 m ECU

The rate of utilization was as follows:

L Report by the Court of Auditors for 1979 - 0J No. C 342, 31.12.1980,
pp. 71 et seq
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in m ECU

Amount already Amount Amount ’
committed at committed | committed
the end of the for the for the Total
1979/80 market-| 1980/81 1981/82
ing year marketing | marketing
S R year | _year . 1. .
(a) Publicity and sales 83.4 - 28.0 111.4
promotion within
the Community
(b) Market research with-
in the Community 9.6 - - )
(c) Market research out- ; 27.0
side the Community 17.4 - -
(d) Improving the
quality of milk 41.1 - 4.0 45.1
(e) Distribution of
milk to schools 68.4 47.0 55.0 170.4
(f) Butterfat for :
icecream 86.1 36.0 - 122.1
(g) Concentrated butter 17.0 6.0 - 23.0
(h) New measures to be
adopted - - 11.0 11.0
TOTAL: 323.0 89.0 98.0 510.0

A comparison between these two sets of fiqures shows that only a fraction
of the co-responsibility levy is used to finance measures to dispose of milk
products. Its primary function is to provide revenue under the common agric-
ultural policy, and that is contrary to the spirit in which the levy was
introduced.

19. An appropriation of 17.4 m ECU was set aside for market research outside
the Community for the 1979/1980 marketing year but has not been renewed.

In its resolution of 17 June 1981 on possible improvements to the common
agricultural policy, the European Parliament called for the strengthening of
the commercial policy in the agricultural exports sector, notably through the
conclusion of long-term contracts {paragraphs xi and xii of the preamble) and
through the promotion of export sales agencies (paragraph 36(iv). The
Commission should act on this proposal and take steps to set up a Community
agricultural exports agency. It would not be the function of an agency of this
nature to supersede the Community's services or private undertakings but rather
to help them to explore new markets and coordinate their efforts sb that they
could conclude long-term contracts which guarantee not only the regqular disposal
of the Community's agricultural produce but also regular incomes for the
producers.

It is not enough to carry out market surveys (that has apparently already
been done), the markets must also be sought out and opened up. But that requires
action in conditions that are not bound by the traditional administrative regul-

ations which Community officials are obliged to follow.

Need it be added that for an agency of this nature to be fully effective,
representatives from agricultural organizations would be required to assist in

its promotion and management.

PE 74.917/fin./Ann.II
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The Commit tec on Agriculture recommends that 20 m ECU be allocated to
serve as the basic capital required for the setting up of a Community agricul-
tural exports agency of this nature, half of the appropriation entered in Item
2064 being used to this end. Even so, that amount would be insufficient. The
principle might then be established that 1% of the overall total of Community
refunds should be set aside to finance the agency's activities. Subsequent
experience would show whether it was necessary to increase the appropriation

which, for 1982, would amount to 81.635 m ECU (61.635 m ECU + 20 m ECU)

20. With an appropriation of 2,257 m ECU, the cereals_and rice_sector ranks
second in terms of its share of expenditure under the EAGGF Guarantee Section.
There is a shortage in the Community of maize, which accounts for two-thirds
of cereal imports, which in turn provide 75% of the atricultural levies.
Cereals are once again tending to take a larger share of the agricultural
budget (30% in 1973, 11% in 1977, 17% in 1982), owing to the competition
from substitute products, which are responsible for a substantial increase
in refunds. Rice production remains stable (about 1 million tonnes) and
there continues to be a high level of trade with third countries, since the

qualities produced do not always correspond to the qualities consumed.

21. With an appropriation of 1,415 m ECU, the beef_and veal sector takes
the third largest share of the Guarantee Section budget. Appropriations
have been reduced by 8.53% compared to 1981. This is mainly attributable
to the reduction in intervention expenditure from 515 m ECU to 417 m ECU
(a new Community scale for the classification of carcases on which the
Council took a decision of principle at its meeting from 30 March to

2 April 1981 should be introduced before 31 March 1982) and to a reduction
in suckler cow premiums (from 169 m ECU to 97 m ECU). As we have already

stated in connection with milk powder, this latter reduction seems ill-advised.

22. The sugar sector has been allocated 1,068.5 m ECU, which represents a

very considerable increase on the 1981 appropriation (+ 53.22%).

This increase is due to the expected trend in world sugar prices and to an
increase in storade costs from 347 to 419 in ECU.  Under the Convention of Lomé and the
Protocol concluded with India, the Community annually imports 1,300,000 tonnes
of sugar. This costs the Community 260 m ECU since it must re-export that
amount, the sugar supply exceeding demand on its domestic market. Sugar is
also subject to competition from substitute products, such as isoylucose, an inexpensive
product made from maize imported at a low rate of duty. All this explains

the increase in the expenditure to support the sugar sector.

on 1 July 1981 a new market organization was established in the sugar
sectorl. Revenue from the levies laid down in the new organization should
total 786 m ECU.

23. The four sectors dealt with above account for 68% of market support

expenditure. They must therefore be given a special place in this survey.

1
See Doc. 1-471/80, Doc. 1-839/80 and Doc. 1-57/81 - rapporteur: Mr Bocklet
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24. Of the other agricultural sectors, the following have had their

appropriations increamsed:

- olive vil: (684 m ECU: + 17.32%). This increase is partly due

- oilseeds and protein plants: (621 m ECU: = 7.25%). This increase
is primarily due to the increase in production aid for colza, rape
seed and sunflower seed, peas and field beans and dried fodder.
The Commission notes that the extraction of proteins from green
fodder gives a product with a protein content close to that of
soya bean oil cake. It would be in the interests of the Community
to develop this product in order to reduce its dependence on soya

imported from the United States.

- Sg§gil§_glgggg_ggg_gilgygggg: (75 m ECU: + 31.57%). This increase

is mainly due to the new cotton regulationsl, introduced in accordance

with Protocol 4 of the Greek Act of Accession.

- fEEiE-EEg_Y§S§E§§l§§‘ (849 m ECU: + 13.95). Expenditure on this
sector, which was 687.2 m ECU in 1980 and 745 m ECU in 1981, has
been considerably increased following Greece's accession to the
Community. The largest increase concerns products processed from

fruit and vegetables.

- tobacco: (618 m ECU, as against 327 m ECU in 1981: + 88.99%) .
The increase in this sector is the largest in relative terms and one
of the largest in absolute terms. Greek tobacco acoounts for an
extra 245 m ECU, the fixing of prices and premiums for 35 m ECU and

increased output for 20 m ECU.

- seeds: (43 m ECU: + 10.25%). There has been a slight upturn in
production. The 1981 harvest is expected to be of the order of
240,000 tonnes.

- hops: (9 m ECU: + 12.5%). The Commission forecasts that the 1981
crop will be between 43,000 and 46,000 tonnes, as against 39,543
tonnes in 1980, when there was a poor harvestz. The estimate of
9 m ECU is perhaps a little too high, especially since the 1980
estimate of 8 m ECU has already proved to be excessive. Moreover,
in the financial statement attached to its proposal for aid to hop
producers for the 1980 harvest (Doc. 1-340/81), the Commission
estimates such aid at 5.7 m ECU.

See Doc. 1-82/81 and Doc. 1-172/81 - rapporteur: Mr Papaefstratiou

See Doc. 1-340/81 and Doc. 1-392/81 -~ rapporteur: Mr Bocklet
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- sheepmeat_and goatmeat: (213 m ECU: + 5.97%). An appropriation of

184 m ECU has been entered to cover premiums relating to the 1981/82
and 1982/83 marketing years (+ 6 m ECU) and an appropriation of

29 m ECU (+ 6 m ECU) to cover storage expenditure.

- eggs_and_poultrymeat: (111 m ECU: + 6.73%) . The Commission predicts

that larger quantities of poultrymeat will be disposed of on external

- goods obtained by processing agricultural products: (440 m ECU: +

D e o e e . it et s s o e o

22.22%). The substantial increase in this sector is attributable to:

(a) the application of Protocol No. 19 of the United Kingdom Act of
Accession. Export refunds on cerecals-based spirituous beverages
amount to 90 m ECU (including 30 m ECU for the payment of arrears),
as against 60 m ECU in 1981;

(b) the refunds paid on non-Annex II products1 with a view to making
the processing industries as competitive as their external counter-
parts. The appropriations earmarked for these refunds have risen
sharply: 1980: 221.3 m ECU; 1981: 300 m ECU; 1982: 350 m ECU.

The Commission should review this sector at regular intervals
because in terms of the value added, the proportion of the
agricultural product in processed products is quite small.
Savings can probably be made in this sector without jeopardizing

the competitive capacity of the European industry.

25. Expenditure on a number of other agricultural sectors is lower than
in 1981. The beef and veal sector has already been cited as an example.

Other sectors in this category are as follows:

- wine: (464 m ECU: - 13.75%). The Commission attributes this
reduction to the 1981 decision on exceptional distillation
(17 million hl), which had the effect of reducing wine stocks at
the beginning of the 1¢81/82 marketing year and hence of reducing
the amount of storage and distillation required during that year
compared with the previous marketing year.

- apiculture: (5 m ECU: - 16.6%). Under the common organization
of the market in sugar, the Comnmunity used to grant a denaturing
premium for sugar to be used as feed for bees. Now, howaver, api-
culture has become a separate aid sector. During the 1981/82 farm
price review, the Council decided to esta»wlish for three years a
system of aid for apiculture, with the amount of aid being fixad
at 1 ECU per hive. The cost of this system for 1982 is estimated
at 5 m ECU.

1 See Regulation (EEC) No. 1059/69 -0J No. L141,12.6.1969, p. 1 Non-Annex II
products are goods in the manufacture of which have been used, either unprocessed
or after processing, agricultural products such as cereals, milk, cream, butter
sugar or molasses.
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~-“£igggggz (149 m ECU: - 1.97%). Production in the pigmeat
sector has expanded steadily since 1975, increasing from
8.3 million tonnes in that year to 9.9 million tonnes in 1979.
Consumption has increased at the same rate. While expenditure
on refunds has been reduced (from 124 to 111 m ECU), intervention
expenditure has been increased (+ 10 m ECU), mainly on account
of the exceptional market support measures necessitated by the
application of the measures designed to combat the spread of
diseases in pigs. Such market support measures have had to
be applied when it has been impossible to guarantee the free
movement of meat throughout the Community.

26. This review of the EAGGF Guarantee Section has demonstrated that a
nuﬁber of adjustments must be made to redirect the common agricultural
policy along a path which is more consonant with the interests of
European agriculture. Furthermore, we must remember that the

Council has entered in Chapter 100 an appropriation of 433 million

(see Annex) which it can transfer to Titles 1 and 2 after consulting
the European Parliament. This-appropriation should be kept available
for agriculture, in particular to cope with the farm price decisions

taken in respect of the 1982/83 marketing year.

We must now turn.our attention to the resources allocated to the

EAGGF Guidance Section, which are an essential element of the common

agricultural policy.

PE 74.91%fin./Ann. I1
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I1I. EAGGF GUIDANCE SECTION (Chapters 40 to 43)

27. The EAGGF Guidance Section performs a threefold function:

{a) it is an essential complement of the prices policy, inasmuch as
it helps raise the living standards of farmers, primarily through
measures to boost productivity, the granting of direct income
support and special measures to assist farming in mountain and hill

areas and in certain less-favoured areas;

(b) it helps mitigate the imbalances on the markets for certain products
through the application of specific measures or through incentives

to farmers tc switch to products that are not in surplus;

(¢) together with the Social Fund and the Regional Development Fund, it
is one of the instruments of the Community's structural policy.

It thus helps to reduce regional disparities in the Community.

28. The appropriations of the EAGGF Guidance Section may be broken down

as follows:

Payment appropriations
1982 1982 1981

Improvement of agricultural

structures 176.8 m ECU 23.30% 15.81%
General socio-structural measures 113.6 m ECU 14.97% 18.15%
Measures to assist less-favoured

regions 316.65 m ECU 41.73% 36.08%
Structural measures connected with )

the common organization of markets 151.7 m ECU 20.00% 29.96%
i TOTAL i 758.85 m ECU | 100% 1004%

It will be noted from this table that the structural policy is intended to
become more strictly oriented towards regional problems, while projects
aimed at improving agricultural structures are intended to receive more

substantial financial backing.

29. The projects to be financed under this heading are of two types:

(a) the individual projects covered by Regulation No. 17/64/EEC, to
which only payment appropriations (48 m ECU) have been allocated,
given that expenditure on these projects is committed only if
expenditure on the common measures has not exhausted all the

funds available;
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(b) the common measures, which are directed towards improving the con-
ditions under which agricultural products are processed and marketed.
These measures have been allotted 148 m ECU in commitment appropria-

tions (+ 15.62%) and 128 m ECU in payments appropriations (+ 111%).

30. The aid provided for in Regulation (EEC) No. 355/77 is designed to assist
projects that meet one or more of the following criteria:

(a) they create new outlets for agricultural production, particularly
through the manufacture of new products;

(b) they help to lighten the burden on the intervention mechanisms;

(c) they apply to regions experiencing particular difficulty in adjusting
to the conditions and economic consequences of the CAP;

(d) they help to improve marketing channels for agricultural products
or to rationalize the method of processing such products;

(e) they help to improve the quality, presentation and market preparation
of products or help to ensure that by-products are better used,
in particular by the recycling of waste.

31. The other common measures are more specifically geared to the solution
of regional problems. They relate to the marketing and processing of agri-
cultural products in the Mezzogiorno, Languedoc-Roussillon and the West of
Ireland. In the wine sector, specific projects are envisaged for the French
departments of Vaucluse, Bouches du Rhéne, Var, Drome and Ardéche. In the
case of pigmeat, there is a need to improve quality and regulate supply in
France and the United Kingdom.

General socio-structural measures

————— o — - " - - - - " - -

32. The fundamental aim of the 1972 socio-structural directives, which are
intended to promote the modernization of farms from the point of view of
production, is to bring the national structural policies more into line with
the objectives laid down at Community level, while ensuring a measure of
financial solidarity between the Member States via the EAGGF Guidance Section.

Commitments in 1982 will amount to 1l13.6 m ECU, broken down as follows:

Modernization of farms: 108.0 m ECU
(mainly Directive 72/159/EEC)

Cessation of farming and reallocation of
land for structural improvement: 1.2 "
(Directive 72/160/EEC)

Vocational training and guidance: 4.4 "

(Dimtive 72/161/EEC)
33. The largest increase is for measures carried out under Directive 72/159/EEC
(+ 22.72%) and is justified by the extension of the provisions of this Direc-
tive to Greece. It has to be pointed out, however, that this Directive,
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however necessary it may be, is used far more by some farmers than by others.
In some countries farmers are better organized than in others when it comes

to submitting applications. Corrective action is therefore needed to reduce
the resulting regional disparities within the Community. This will be done
by ensuring that the essential approach of the structural policy is a regional

one.

Measures to assist less-favoured areas

34. These areas are characterized by the employment of a very high percentage
of the population in agriculture, by an inadequate infrastructure and

a high level of unemployment.

For 1982, the Commission proposes that aid to the less-favoured areas
should be substantially increased, and has accordingly increased commitment
appropriations from 268.87 m ECU to 356.95 m ECU (+ 32.75%) and payment
appropriations from 184.87 m ECU to 316.65 m ECU (+ 71.28%). The Committee
on Agriculture strongly supports this regional approach by the structural
policy, since it avoids the danger of Community funds being too thinly spread
and ensures that public funds are directed towards the most needy regions.

35. Most of the payment appropriations are earmarked for mountain and hill
farming and for the less-favoured areas (these areas have recently

been delimited in Greece1X147 m ECU) and for the Mediterranean regions (63 m ECU),
in which forestry measures and measures to improve the infrastructure are

envisagedz.

36. In addition, a number of programmes2 have been elaborated for the indi-
vidual Member States:
- Italy (37.3 m ECU): agricultural advisory service, irrigation works in
the Mezzogiorno, development of animal farming in upland areas of Italy
to promote meat production;

- France (26.75 m ECU): restructuring and conversion of vineyards in
Longuedoc-Roussillon and certain other regions, irrigation works in
Corsica, prevention of flooding in - Hérault, conversion o areas
under vines in the Charente departments, integrated development programme
for Lozére, measures to assist overseas departments.

- Ireland (36.4 m ECU): drainage operations, including drainage in catch-
ment areas on both sides of the border between the Republic of Ireland
and Northern Ireland, development of farming in the West of Ireland,
development of beef cattle production in Ireland and Northern Ireland,
pre-movement veterinary testing of cattle in Ireland3.

1
Doc. 1-341/81 and Doc. 1-353/81 - rapporteur: Mr Papaefstratiou

2
Doc. 47/79 and Doc. 1-824/79 - rapporteur: Mrs Barbarella

3Doc. 1-508/81 and Doc. 1-108/81 - rapporteur: Sir Henry Plumb

29 PE 74.917/fin./Ann.II



- Greenland (0.5 m ECU): development of sheep farming.

- United Kingdom (2.4 m ECU): integrated development programme for the

Western Isles of Scotland, programme to speedup development in Northern
Ireland, processing and marketing in certain agricultural sectors (feeding-
stuffs) in Northern Irelandl.

- Belgium (0.3 m ECU): integrated development programme for South-Eastern
Belgium (Belgian province of Luxembourg). Commitments total 2 m ECU.

- Germany (3 m ECU): improvement of the infrastructure in certain less
favoured areas”.

37. The Commission will have to consider how far specific programmes could
be elaborated for Greece to supplement the measures financed under
Directive 75/268/EEC or Regulation (EEC) No. 269/79 concerning forestry
measures in the dry Mediterranean regions. Similarly, encouragement should,
generally speaking, be given to the integrated development programmes in
which the EAGGF, Guidance Section, the Social Fund and the ERDF are all

involved.

M e e e e L L L L c S N e S S mmm m e o S ur on v o o U e s o e o e o o e

38. These measures concern producer groups and agricultural sectors in
difficulty.

Payment appropriations are allocated as follows:

producer organizations 2.6 m ECU
Milk and meat sectors 93.6 m ECUO
Wine sector 49.5 m ECU
Fruit sector 6.0 m ECU

39. The purpose of granting aid for the formation of producer groups is
to try to remedy the structwal weaknesses in the supply and marketing of
agricultural products that may exist in certain regions. Special aid is

also available to encourage the setting up of hop and potato producer groups.

40. In the milk and meat sectors, which have the largest share of the expen-
diture in this section of the budget, the aim is to curb milk production

and encourage beef and veal production by granting premiums for beef and veal
production and for the non-marketing of milk. These measures should be linked
mare closelv to the scheme for granting suckler cow premiums if high quality beef
and veal is to be produced in the Community. A further objective is to combat the
diseases that commonly affect livestock (brucellosis,‘tuberculosis and leucosis

in cattle, classical and African swine fever in pigs), in order to guarantee

the free movement of meat in the Community.

1 Doc. 1-314/80 and Doc. 1-492/80 - rapporteur: Mrs Barbarella

2 boc. 1-654/80 and Doc. 1-860/80 - rapporteur: Mr Friih
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41. 1In the wine sector, the aim is to balance supply and demand by
granting conversion premiums, premiums for the abandonment of areas
under vines and the renunciation of replanting rights and premiums for
the cessation of wine production. A further aim is to promote collective
projects for the restructuring of vineyards, primarily with a view to
improving the quality of wines. Since consumers are now showing a
greater interest in quality wines, their production should be encouragad.

There is also a need for a more general review of the problem of taxes
applicable to wines, alcohol, beer etc.

42. Iﬁ the fruit se;tor, the chief 5bjeétive is to promote the penetration
of Community citrus fruit on the various Community markets and facilitate
the conversion of this sector to varieties that are better suited to the
tastes of the consumer. An appropriation of 6 m ECU has been included

to finance the necessary measures.

IV. EXPENDITURE IN THE AGRICULTURAL SECTOR ‘ T e~

43. There are a number of measures which, although not financed by the EAGGE
nonetheless have a bearing on agriculture. The Commission has grouped them
together in Chapter 48.

These measures include action in the veterinary sector (campaigns agalnst
epldemlcs, appllcatlon and ‘sup&revision of th ‘directives on veterinary matcers),
the plant health sector and the statistical field (farm accountancy data
network and agricultural surveys in Italy), supervision of the application
,of agricultural rules, the vocational training of farmers (subsidy to CEPFAR)

and agricultural research.

44, Campaigns against epidemics (6 m ECU) and research (5.05 m ECU)
have been allocated the largest appropriations. As far as research is
concerned, priority should be given to the production of varieties
that have a naturally high resistance to disease provoked by external
agents - with a view to reducing the use of pesticides - and of
varieties that require little, if any, fertilizer - with a view to
reducing energy consumption in agriculture. Biogenetics will be

an essential agricultural tool in the years to come. Biogenetic
research must therefore be encouraged now and steps taken to

create gene banks at Community level, perhaps on the basis of
coordinated action by the Member States. With a view to promoting
suck action, the Committee on Agriculture recommends an increase

in the resources allocated for agricultural research in the
Community and, hence, an increase in the relevant appropriations

from 4.75 to 6 m ECU. Similarly, encouragement must be given to all
research aimed at expavdlng production of protein plants and oilseeds

.o
(ST

in the Community.
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45, Title 6 of the preliminary draft budget, 'Appropriations for operations

in the social sector', included an Article 680 'Training of national inspectors’,

with an appropriation of 0.125 m ECU. The Council deleted this entry which

was to cover the training of inspectors to monitor operations financed by

the structural Funds. The Committee on Agriculture takes the view that

given the very specialized nature of monitoring operations in the agricultural

sector, the EAGGF should be dealt with separately from the other Funds.
i

-~

46. Efforts to combat fraud under the EAGGF should be generally stepped up
since both Community finances and the Community's public image are at
stake.
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v. APPROPRIATIONS FOR OPERATIONS IN THE FISHERIES SECTOR (Title 3)

47. Before studying this sector in detail, the Committee on Agriculture
wishes to make a general point. While it is gratifying to note that, as part
of the reorganization of the budget, the fisheries sector has been given

its own title, it is nevertheless regrettable that the wording of Title 3

is not 'Common fisheries policy'. For several yecars now the Committee on
Agriculture, supported by the European Parliament, has been demanding that

a common fisheries policy be introduced as quickly as possiblel as the present

situation is damaging to all the Community's fishermen.

48. Having made that general observation, the Committee on Agriculture notes
that the payment appropriations for the fisherieS\geétor have almost

doubled compared to 1981 (75.786 m ECU as against 44.28 m ECU)Z. As regards
commitment appropriations, on the other hand, the situation is less favourable,
since there has been a slight reduction (from 87.480 m ECU in 1981 to

74.736 m ECU in 1982)°.

49. When we examine the fisheries budget, we find that structural expenditure
accounts for half (50.45%) of the appropriations allocated to the sector and

that expenditure on the organization of the market in fishery products accounts
for 41.9% of these appropriations. It is gratifying to note that the Commission

. Doc. 1-560/80 - rapporteur: Mr Clinton

2 11.825 m ECU are entered in Chapter 100

3 including Chapter 100
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has given priérity in this way to the neea té improve and adapt fishery structures,
in order to take account of the international dimension assumed by fishing
activities since the creation of exclusive economic zones and of the level

of fish stocks which has necessitated the implementation of conservation measures
at Community level.

50. On the other hand, we can only express regret at the paucity of the sums
earmarked for research (80,000 ECU), at a time when marine research is still
in its infancy. The Community should, in its own interest, find the resources
to finance research projects in the Member States. Similarly, the Council

has deleted the 100,000 ECU which the Commission set aside for the coordination
of surveillance operations by Member States. This measure is designed to

set up a rapid information and communications system between the lember States
with a view to rationalizing their inspection procedures. Inspection is an
essential component of a common policy on fisheries. The Commission

should therefore submit to the Council without delay a proper proposal on this
matter based largely on its earlier studiesl.

51. Although the layout adopted by the Commission and the Council for the
fisheries budget is clear, it is incomplete . There are a number of budget
lines whose proper place is in Title 3. The relevant articles and items

are as follows:

Article 635: Schemes relating to common policy on education and vocational
training in the fisheries sector (token entry)

Item 6484: Grant towards medical assistance and safety at sea (token entry)

Article 662: Specific measures for protection of the marine environment

Item 6620: Community participation in the Action Plan for the Mediterranean

(token entry)

Item 6621: Protection of iiic marine envi?onment (0.5 m ECU)

The Council deleted Article 635 when it established the draft budget. That
article should be reinstated to show that the Community is not only concerned

with product management but also with the human aspect.

The Committee on Agriculture also recalls that when éﬁe Eﬁropean Parliament
adopted the report by Mr Clinton on the common fisheries policy (Doc. 1-560/80),
in paragraph 19 of the resolution2 it called for direct Community fuel subsidies

to help small-scale inshore fishing. Such aid should replace existing national aid.

52. The Committee on Agriculture considered that there was a need to

promote research into marine biology. It also expressed the desire that

the structural policy in the fisheries sector should be strengthened and that

this policy should protect employment. For this purpose, it considers that
-~the appropriations provided for by the Commission: in its preliminary draft

constidwte a minimum for which the Council's.approval should be obtained.

o - .

See the draft report on this subject by Mr Josselin (PE 72.261/rev.)
2 0J No. €327,15.12.1980, p.84
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Vi. FOOD AID

53. 1In 1982 the Community will export the following quantities of food aid if
the Council's proposals are adopted:

Cereals: 727,663 tonnes
Rice: 100,000 "
Milk powder: 150,000 "
Butteroil: 45,000 "
Sugar: 6,086 "

54. The Committee on Agriculture regrets that the Council did not follow the
Commission's proposals to export 960,000 tonnes of cereals, 48,800 tonnes of
butteroil, 10,000 tonnes of sugar and 20,000 tonnes of vegetable oil. It recalls
the following principles:

(a) food aid measures must be carried out independently of the common agri-
cultural policy. If the Community is unable to supply certain foodstuffs
because of domestic shortages, it must obtain them on the world markets;

(b) food aid must be suited to the dietary habits of the recipients;
if need be, the Community must purchase the products requested by the
developing countries on the world market;

(¢) food aid can only be a temporary solution: the developing countries

must be helped to develop ways of meeting their own food requirements.

55. The Committee on Agriculture deplores the fact that the Council has deleted
from Chapter 92 food aid refunds totalling 294.5 m ECU. It proposes to reinstate
that appropriation in Chapter 92 as the Commission recommended in its preliminary
draft.

VII. GENERAL COMMENTS ON THE NEW LAYOUT OF THE BUDGET

56. The problem of presentation was raised last year by the Committee on
Agriculture in its opinion on the budgetl. The Committee on Agriculture
notes with satisfaction that the Commission has heeded the conclusions it
formulated at the time and that the new layout makes the budget much clearer.
However, the Commission has not followed things through to their logical

conclusion.

57. 'The separation of staff and administrative appropriations (Part A)
from the operating appropriations (Part B) makes for a very considerable
improvement. But why has the Commission not produced two separate volumes

in order to make the budget even more transparent and easier to handle?

58. Why has it inserted fisheries (Title 3) between the Guarantee Section
of the EAGGF (Titles 1 and 2) and the Guidance Section (Chapters 40 to 43)?
Admittedly, the fisheries sector is at present financed by the EAGGF Guarantee
and Guidance Sections, but is that good enough reason for placing it where

it is? Does not the Commission itself maintain that the structural
1 Doc. 1-540/80/Annex I - draftsman: Hr Curry
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policy is an essential complement of the prices poliéy? The twa secgibﬁs~
of the EAGGF must therefore be brought closer together. It has also been
noted in the course of this study that certain items of expenditure relating
to agriculture or to fisheries have been entered haphazardly throughout the
~budget. They should be transferred to the proper budget heading.

59. The Committece on Agriculture recommends the following presentation for

those sectinns of the budget falling within its terms of reference:

Titles 1 and 2 - EZAGGF Guarantee Section

Title 3 - EAGGF Guidance Section

Title 4 - Measures connected with the common agricultural
policy (former Chapter 48)

Title 5 - common policy on fisheries -

As regards the latter title, a European Fisheries Fund (EFF) should

eventually be created to finance a range eof neasures tha: o2 still covefed

by the IACGF. Fishing cannot casily Ye treated in the same way as agriculiure.
Its specific nature should be highlighted. By creatiny a separate fund,

it will be possible to fulfil the hopes that f{ishermen have placed in the
Community.

60. 1t is regrettable that the Community has not geen fit to make more
innovations; the budget still ends with Title 10: 'Other expenditure'.

Surely we should now be creating a new title devoted to the Community's
agricultural trade policy in which would be entered, for example, the expend-
iture arising from GATT and other trade agreements.

A further title devoted to European political cooperation would cover all the
expenditure incurred on this account in the agricultural sector.

In this way, the real cost of the common agricultural policy would be made clear,
and a large amount of useless, even harmful, polemic would disappear of its own

accord.
» - _ i . N . >
61. The Commi“tee on Agriculture must urgz the Commission to sihow more bolcéness

when it comes to draw up the preliminary draft budget for 1983, fox only if
it does will the budget become comprehensible to all the citizens of the

Comnunity.

62. Before concluding this opinion, the Committee on Agriculture wishes
to mention two fundamental problems which the Commission and the Council
ignored in drawing up the 1982 preliminary draft budget and draft budget

respectively.

- Firstly, it would be interesting to know the impact of the budget on
farmers' incomes. The Commission might draw up a working document on
this subject to be forwarded to the European Parliament.

- No mention is made of the question of national aids. Consideration should
be given to ways in which the budget might be used as an instrument to
reduce national aids, which distort the terms of competition between farmers.

This is also a matter which the Commission should look into.
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VIII. CONCLUSIONS

63. With a total appropriation of 21,737.77 m ECU, and allowing for the 1%
ceiling on VAT, the draft budget for 1982 leaves a margin for manoeuvre of
1,218.3 m ECU. This sum represents the margin for manoeuvre available to the
Community when it determines the increase in agricultural prices for the
1982/83 marketing year. Nevertheless, the Committee on Agriculture considers
that the price review must not depend on this margin for manoeuvre,but be
based solely on trends in farm incomes and the production costs of medium-

sized farms.

64. This purely mechanical estimate does not take account of certain decisive
factors such as the movement of world prices or Community production trends.
As regards expenditure on refunds (6,253.5 m ECU), it is essential that the
Commission should adopt a judicious management policy and sell Community

products on the external markets at fair prices.

65. ﬁinaily,‘the Committee on Agriculture wishes to submit o the Committee

snﬁﬁudgets the following conclusions:

The Committee on Agriculture,

(a) considering it necessary for the fundamental principles of the CAP
(uniform prices, Community preference and financial solidarity) to be

more strictly observed;

(b) recalling that the budget cannot possibly be used as an instrument to
change the common agricultural policy; that any attempt to do so would
inevitably be seen by the Community's farmers as a challenge to the
principles of the common agricultural policy; that furthermore the budget
is simply the implementation of Community regulations concerning agricul-
ture and that changes could only be made on the basis of substantive

decisions on the common agricultural policy;

EAGGF Guarantee Section

(c) considers that savings could still be made if the Commission were to examine
actual market conditions very thoroughly before it fixed export refunds

since any excess only benefits the middlemen and never the nroducers;

(d) requests the immediate and permanent abolition of monetary compensatory

amounts;

(e) considers that incentives should be given to types of production in

deficit, especially maize and protein plants;

(f) considers that, particularly as regards milk, on which the corresponsibi-

lity levy must be abolished, efforts should be made to expand markets,
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notably by means of a policy of diversification of milk products and by
encouraging the manufacture of products that are in line with prevailing
consumer tastes;

(g) calls for the creation of a Community agricultural exports agency which
would support the efforts of exporting firms and secure long-term
export contracts for the Community;

(h) proposes that imports of competing products from non-ACP countries
(New Zealand butter, preferential beef, substitute products etc.) should
be subject to stricter controls and even reduced, if necessary by the
introduction of levies;

(i) reiterates the need to draw up a global fats policy providing for the

imposition of levies on imports of vegetable fats;
(j) emphasizes the need to improve Community rules on wine and on fruit
and vegetables which clearly do not enjoy sufficient protection and

support;

EAGGF Guidance Section

(k) requests the Commission to strengthen the regional approach of the
structural policy, since that is the only way of reducing regional
disparities within the Commuhity;

(1) calls for a genuine coordination of the structural measures undertaken
by the EAGGF Guidance Section, the Regional Fund and the Social Fund;

Policy on fisheries

(m) hopes that the Council will be able to take a decision very soon
on the establishment of a common fisheries policy;

(n) requests that the structural measures in the fisheries sector should be
strengthened while at the same time protecting employment;

(o) recommends in particular the development of aquaculture and marine
research;

(p) calls on the Commission to submit to the Council a proposal on the
setting up of a European Fisheries Fund;
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Other agricultural probless

(9) calls for the development of agricultural research and for special
attention to be paid to the need for energy savings in agriculture;

(r) requests the Commission to step up its campaign against fraudulent
practices (which place a heavy burden on the Community budget), especi-
ally in the wine sector;

Layout of the budget

(s) urges the Commission to rationalize the layout of the budget still
further by separating the fisheries sector from agriculture;

{t) requests, finally, that expenditure unrelated to the CAP should be
recorded in appropriate new titles (commercial policy, political
cooperation, etc.).

(a) subject to the above reservations, approves the agricultural budget
for the financial year 1982.
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ANNEX I

DRAFT GENERAL BUDGET

OF THE EUROPEAN COMMUNITIES FOR THE FINANCIAI, YEAR 1982

SECTION VI COMMISSION (Operating appropriations)

Titles 1 and 2: EAGGF Guarantee Section

Chap. | Article Heading 1982 1981 1980 1982/
approps. | approps.| expenditure | 81 (%)

1o Cereals 2,257.0 {2,131.0{ 1,683.74 +5.91
and rice
100 Refunds on 1,497.0t 1 1,407.0 | 1,148.51 |+ .39
cereals
101 Storage of 410.0 388.0 212.80 + 5.67
cereals
102 Other 299.0 293.0 272.77 + 2.04
intervention
103 Rice 51.0" 43.0 49.64 |+18.60
11 Sugar 1,068.5 697.0 572.07 +53.29
——————————————————————————————————————————————————————————————————— = o ef
110 Refunds on 629.& 332.0 286.22 +89 60
sugar & isoglucose
111 Intervention for 439.0 365.0 285.85 +20.27
sugar
12 Olive oil 684 .0 583.0 317.89 +17.32
————————————————————————————————————————————————————————————————— T e
120 Refunds 5.0 5.0 0.18 0.0
121 Production and 597.0 521.0 286.61 +14.58
consumption aid
122 Specific measures 19.0 7.0 0.018 |[+171.42
123 Storage 44 .0 40.0 20.51 +10.0
124 Other intervention 19.0 10.0 10.56 +90.0
13 Qilseeds and 621.0 579.0 429.86 + 7.25

protein plants

130 Olilseeds 527.0 505.0 369.39 + 4.35
131 Protein plants ) 94.0 74.0 60.46 +27.02

1 Excluding food aid refunds
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. . 1982 1981 1980 1982/
Chap. Article Heading i approps. .| approps.{ expenditure{ 81 (%)
14 Textile plants 75.0 57.0 12.23 +31.57
and _gilkworms
- e = o o -
140 Fibre flax 23.0 22.0 16 .89 + 4,54
and hemp
141 Cotton 51.0 34.0 - +50.00
142 Silkworms 1.0 1.0 0.33 0.0
149 Other token token _ _
entry entry
15 Eruit and
vedgetables 849.0 745.0 687.31 +13.95
150 Fresh fruit 285.0 234.0 195.01 +21.79
and vegetables
151 Processed fruit 564.0 511.0 492,29 +10.37
and vegetables
16 . Wine 464.0 538.0 299.49 -13.75
160 Refunds 31.0 30.0 26.37 . |+ 3.33
161 Intervention 433.0 508.0 273.11 -14.76
17 Tobacco 618.0 327.0 309.32 +88.99
170 Refunds 19.0 5.0 4.45 +280.0
171 Premiums 557.0 | 280.0 274.87 |+98.92
172 Storage 41.0 41.0 29.48 0.0
173 Other intervention 1.0 1.0 0.50 0.0
8 Other Sectors 57.0 53.0 41.35 + 7.54
180 Seeds 43,0 39.0 32.04 +10.25
181 Hops 9.0 8.0 6.18 +12.50
182 Potatoes token token 0.~ -
entry entry ¢
183 Alcohol token token 0.- -
entry entry
184 Apiculture 5.0 6.0 3.12 -16.66
189 Other token token 0.~ -
entry entry

- 34 -
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1982

. . 1981 1980 1982/
. icle Headin
Chap. | Artic ing approps. [ approps.| expenditure| 81 (%)
20 Milk and Milk 4,337.0 |4,030.0 4,564.76 + 7.61
Products
200 | Refunds 2,505.02,106.0 | 2,587.83 |+18.94
201 Storage of Milk 16.0 35.0 20.64 -54.28
Powder
202 Aid for Skimmed 1,392.0 |1,328.0 | 1,281.59 + 4 .81
Milk - <
203 Storage of Butter 444 .0 471.0 439.49 - 5.73
and Cream
204 Other measures 9l1l.0 237.0 207 .56 -61.60
(consumption aid
for butter)
205 Storage of Cheese 33.0 34.0 23.94 - 2.94
206 | Expansion of market| 279.02 327.0 226.58 |-14.67
formilk and milk
P roducts
207 Co-responsibility |-423.0 -508.0 -222.89 -16.73
levy
21 Beef and Veal 1,415.0 1,547.0 1,363.31 - 8.53
210 Refunds 788.0 744.0 715.54 + 5.91
211 Storage 417.0 515.0 504 .06 -19.02
212 Other intervention 210.0 288.0 143.69 -27.08
22 Sheepmeat 213.0 201.0 53.46 + 5.97
2?0 Refunés token token 0.- -
. entry entry
221 Intervention 213.0 201.0 53.46 + 5.97
23 Rigmeat 149.0 152.0 115.63 - 1.97
230 Refunds 111.0 124.0 91.57 -10.48
231 Intervention 38.0 28.0 24.06 +35.71
24 Eggs and Poultrymeas 111.0 104.0 85.49 + 6.73
= o - - )-——————
240 Refunds on Eggs 21.0 20.0 17.50 + 5.0
241 Refunds on Poultry- 90.0 84.0 67.98 + 7.14
meat
25 Goods tained
Processing agri- 440.0 360.0 322.33 +22 .22
gultural products
250 Refunds on 'Whisky' 90.0 60.0 101.08 +50.0
251 Non-Annex II 350.0 300.0 221.25 +16.66
nroducts
27 Accesgion compensga- 10.0 10.0 0,044. 0.0
tory amounts
1 R . . .
2 ?gglh i%gdlng food aid refunds (294.5 m ECU in 1982; 214 m ECU in 1981)

- financial contribution.by the Guarantee Section to non-marketina .and

conversion premiums. 102.00 m ECU.
- school milk 106.00 m ECU.



. . 1982 1981 1980 1982/
Chap. |Article Heading approps. |approps. lexpenditure | 81 (%)
28 Monetary - 1631.0 21.0 298.52 -676 .19
compensatory
amounts
_____ - - B e —
280 MCAs (intra- - 291.0 (-185.0 55.95 |+ 57.29
Community trade)
281 MCAs (trade with 128.0 206.0 242.56 |- 37.46
non-member
countries)
29 Brovisional
appropriations for| token token 0.- -
the EAGG uarante entry entry
Section
290 Provisional token token 0.~ -
appropriations entry entry ‘
201 |Clesrance of | towen |00 | o |
accounts entry
TOTAL EAGGF Guarantee Section 13,205.5" {12,095.0 | 11,161.87 {+ 9.18

- 36 - PE 74.917/fin./Ann.I1



Title 3 - Appropriations for operations ih the fisheries sector

(Payment appropriations in m ECU)

. . 1282 1981 1980 1982/
hap. | Article Headin .
Chap 9 appropsg. approps.| expenditure | 81 (%)
30 Colpmon _organiza-
tion of the rket| 31.75 27.50 22,95 | +15.45
in fishery produets
_______ T_.—...__.._-._I-——
300 Refunds 13.00 12.00 11.39 |+ B.33
301 Intervention 18.75 15.50 11.56 | +20.96
31 Specific measures
in the figheries 16.58 0.80 6.%3 -
sector
310 Denmark/Ixeland 16.5 token 6.51 -
surveillance entry
311 Research programmeg token token 0.~ -
entry entry
312 Biological studies 0.08 0.080 0.02 0
313 Coordination of token token 0.- -
surveillance entry entry
operations
32 Community's intex- 5.80 6.50 . 5.885 -10.76
national obliga-
tions
320 Fishing in the token token 1 0.- -
Adriatic entry entry
321 Salmon Fishing in token 0.70 0.49 -
the Baltic entry
322 Fishing in the 2
waters of certain 5.80 5.80 5.39 (o]
African countries
323 EEC~Canada Agree- token - - -
ment entry
35 AImprovement of
structures - ad- token token 0.~ -
justment/redeploy-~ entry entry
ment of capacity
350 Adjustment of token token O.- -
capacity entry entry
351 Redaployment of token token O.- -
capacity entry entry
36 Improvement of 21.656 10.20 8.122 +112.3%L
structures -
common measures
360 Common measures to
restructure, moder- 21.50 10.0 8.048 +115.0¢
nize and develop 7
the fishing indus-
try & to develop
aguaculture
361 Producer groups | 0.156 0.20 0.073 -22.00
TOTAL FISHERIES SECTOR 75.786 | 44.280 43.498 +71.15

1 0.8 m ECU has been entered in Chapter 100
2 3.4 m ECU has been entered in Chapter 100
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Title 4 - EAGGF Guidance Section and specific agricultural measures

(Payment appropriations in m ECU)

1982 1981 1980 1982/

Chap. |Article Heading approps. | approps.| expenditure | 81 (%)

40 Project for iggrqu 176.8 81.0 85.24 +118.27

ment of agricul-
tural structures

- - i - i o s o st o s s S S e W > ——— - e o e e et iy o e i e e o e e o v

400 Individual projaécts 48.0 20.0 37.09 +140.0
(R. 17/64/EEC)

401 Marketing and 128.8 61.0 48.15 +111.14
Processing of
agricultural
products

41 iGeneral socio-
structural measures| 113.6 93.0 92.58 +21.50

410 Modernization of 108.0 88.0 86.54 +22.72
farms

411 Cessation of farming 1.2 1.0 0.73 +20.0

412 Vocational training 4.4 4.0 5.30 +10.0
and guidance

42 Measures to assist |336 g5 184.87 160.44 |+71.28
less favoured areas
420 Mountain and hill 147.0 95.0 88.67 +54.73
farming
421 Mediterranean 63.0 31.0 21.90 +103.22
422 Italy 37.3 16.57 38.20 +20.32
423 France 26.75 16.10 7.93 +66 .14
424 Ireland 36.4 26.0 3.72 +40.0
425 Development of 0.5 0.2 0.0 +150.0
iBheep farming in
Greenland
426 United Kingdom 2.4 token 0.0 -
: entry
427 South-eastern 0.3 token 0.0 -
Be lgium entry
428 Less favoured areas 3.0 - - -

of Germany

43 Structural measures
lconnected with the 151.7 153.5 133.04 - 1.17

common organization
of markets

430 Producer organi- 2.6 5.2 1.73 - 50.0
zations
431 Milk and Meat 93.6 114.0 115.21 ~ 17.89
Sectors '
432 Wine Sector " 49.5 26.3 10.13 +88.78
433 Fruit Sector 6.0 8.0 " 5.95 - 25.0
SUB-TOTAL EAGGF GUIDANCE SECTION 758.75 512.37 471.317 {+48.08
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. . 1982 1981 1980 1982/
Chap. | Article Heading appropsJ approps.{expenditure |81 (%)
48 Expenditure in the 13.399 | 11.392 8.014 + 18.71
agricultural sector
480 Campaigns against 6.0 6.0 4.14 0.0
epidemics
481 Application and 0.1 0.125 0.120 -20.0
supervision of
Directives on
veterinary matters
482 Plant health 0.190 0.1%0 0.152 0
inspection/certifi-
cation of seeds and
propagating material
483 Farm accountancy 1.894 0.670 0.0 +182.68
data network
484 Agricultural 5.05 4,247 3.458 +18 90
research
486 CEPFAR 0.165 0.160 0.135 + 3.12
487 Supervision of token token 0.0 _
application of entry entry -
agricultural rules
489 Agricultural surveys] token token 0.0 _
in Italy entry entry )
TOTAL TITLE 4 772.1461523,762 479,331 + 47.42

- 39 -

PE 74.917/fin./Ann.11I



Title 10 - Other expenditure

The appropriations in this chapter are purely provisional and may be used only
after their transfer to other chapters of the budget in accordance with the

procedure laid down for that purpose in the Financial Regulation.

EAGGF - Guarantee Section

mECU
Item 1000 Refunds on cereals 90.0
Item 1511 Production aid for tomato-based products 20.0
Article 171 Premiums on tobacco 30.0
Article 182 Potatoes 10.0
Item 2000 Refunds on milk and milk products 110.0
Item 2020 Aid for skimmed-milk powder for use as
35.0
feed for calves
Item 2033 Other storage costs 25.0
Item 2040 Consumption aid for butter 113.0
EAGGF Guarantee Section - Total 433.0
FISHERIES
mECU
—
Article 311 Joint fisheries researci programmes 0.125
(p.m.)
Chapter 32 Assumption by the Community of certain
financial obligations arising from
agreements on fishing rights in non-
Community waters 3.7
Article 350 Adjustment of capacity in the fisheries
sector 5.0
Article 351 Redeployment of capacity in the
fisheries sector 3.0
Fisheries - Total 11.825
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EAGGF - Guidance Section

mECU
Item 4234 Integrated development programme for Lozére 0.250
Item 4262 Processing and marketing in certain
agricultural sectors inNorthern Ireland 0.100
EAGGF - Guidance Section - Total 0.350
Measures connected with the common agricultural policy
mECU
Item 4803 Community contribution towards the
campaign against foot-and-mouth disease
outside the Community 0.500
Article 481 Application and supervision of Council
Directives in veterinary matters 0.100
Article 489 Agricultural surveys in Italy 0.500
Measures connected with the CAP - Total 1.100
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IMPORTS OF SOYA,

MANIOC, MAIZE GLUTEN,

MOLASSES AND FRUIT PULP

ANNEX II

Product NIMEXE | Import COUNTRY OF ORIGIN
Code EUR-9
ARGEN- | THAI- | INDO-
Usa CUBA | BRAZIL TINA LAND NESIA OTHER
1980
Soya bean oil
cake 2304,40 7,175 | 3,618 3,225 162 170
Soya bean 1201,46 [11,754 |9,849 497 | 1,207 201
Manioc 0706,30 4,866 4,116 372 378
Maize gluten 2303,15 2,596 | 2,476 64 56
Molasses 1703,00 2,706 142 444 603 1,517
Fruit pulp 2306,50 1,571 932 609 30
1979
Soya bean oil
cake 2304,40 6,153 | 2,610 3,155 283 105
Soya bean 1201,46 |11,716 |9,111 368 {1,978 259
Manioc 0706, 30 5,375 4,529 694 152
Maize gluten 2303,15 2,021 (1,916 58 47
Molasses 1703,00 3,317 142 462 581 2,132
Fruit pulp 2306,50 1,205 674 492 39
1974
Soya bean oil
cake 2304,40 3,264 | 2,498 666 100
Soya bean 1201,46 9,095 | 6,896 2,028 171
Manioc 0706,30 2,073 1,739 260 74
Maize gluten 2303,15 694 619 75
Molasses 1703,00 1,498 119 482 897
Fruit pulp 2306,50 327 178 123 26
1 Mainly from MEXICO, EGYPT, MOZAMBIQUE, MAURITIUS, INDIA and PAKISTAN.

Source: NIMEXE
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OPINION OF THE COMMITTEE ON ECONOMIC AND MONETARY AFFAIRS

Draftsman: Mr D. SCHINZEL

On 19 May 1981 the Committee on Economic and Monetary Affairs

appointed Mr Schinzel draftsman.

The committee considered the draft opinion at its meetings of
2!/23 September and 1/2 October 1981 and adopted it on 1 October 1981 by

1.. votes with one abstention.

Present: Mr Moreau, chairman, Mr de Ferranti, vice-chairman,
M1 Schinzel, draftsman, Mr Beazley, Mr Bonaccini, Mrs Desouches,
M1 Fernandez, Mr Herman, Mr Nyborg, Mr Petronio, Mr Purvis and Mr Walter
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The unacceptable situation for the United Kingdom as regards its
contripul.ion to the financing of the Community has prompted the Committee
on Econoriic and Monetary Affairs and Parliament to discuss the problem of
the structural imbalance of the Community budget on a number of occasions
in the recent past. The committee has expressed its views on this

problem :n its report on the communication from the Commission to the

Council concerning convergence and budgetary questions (Doc. 1-136/80/rev.),

its opin:.on for the Committee on Budgets on the proposals relating
specifically to the unacceptable situation for the United Kingdom

(see Doc 1-373/80) and its report on the restructuring of economic and
monetary policies in connection with the conclusions drawn by the Council
on 30 May 1980 (Doc. 1-256/81), which was debated by Parliament last July.
A furtier report on the subject is now being drawn up, but it will
specifically concern the report the Commission has produced under the
mandate :t received on 30 May 1980, The committee does not intend to
repeat in this opinion all the comments these documents contain on the

structural imbalance of the budget.

Iz is regrettable that the preliminary draft budget for 1982
submittecl by the Commission should make no mention of the mandate the
Commission received from the Council on 30 May 1980. Under this mandate
the Commission was to put forward proposals for the development of
Community policy by the end of June 1981, with a view to structural
changes being made to prevent a recurrence of an 'unacceptable situation'
of the kind the United Kingdom faced in 1980. 1In fact, such unacceptable
situat.lors can be avoided only if the present structural imbalance of the
budget is eliminated. A satisfactory solution will not be found to this
problem intil a better balance is struck between the Community's various
policy sectors and thus in the budgetary expenditure concerned.
Structureél and general investment policy in the Community must be
intensi1fied, this being in the interests of all the less affluent Member
States ard in accordance with the Community's general aim of convergence.
Commun:ty policy must be strengthened in the following areas: energy,
transport, technology, industrial development, structural change in
agricultire, and increasing the economic potential of the less prosperous
countries. Even though these are roughly the areas referred to in the
report drawn up by the Commission under the mandate of 30 May, the 1982
budget still does nothing to strengthen policy in these areas, since the

ceiling cn own resources has been reached.

PE 74917/fin./Pnn.I1
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3. Of the abovementioned policies in need of dé;éibpment, industrial
policy falls within the terms of reference of the Committee on Economic
and Monetary Affairs. The committee's report on industrial cooperation
between the Member States (Doc. 1-157/81), which was debated by Parliament
last May, stresses the urgent need for a strong policy on industrial
cooperation at European level. The restructuring of crisis-hit sectors
and the development of the advanced technological sectors can be
accomplished far more effectively with Community projects which ensure
cohesion, prevent Quplication and permit economies of scale. Despite
the fine declarations by the Council and government leaders of their
intention to create 'an industrial base of this kind', we are still far

from having a Eurcpean industrial and technological policy.

Under the mandate of 30 May 1980 and following a request from the
European Council in December 1980, the Commission is now working on a
communication to the Council concerning a Community industrial innovation
policy. The importance of this policy in the present economic situation
hardly needs to be stressed. However, it already seems to be a foregone
conclusion that the communication will principally concern the use of
existing Community resources to bring about industrial innovation.

The present financial instruments, such as the Regional and Social Funds,
are in fact very well suited to the goal of industrial innovation.

But does this, together with the coordination of policy at European level,
constitute an effective response to the serious economic difficulties,
which are structural in nature, now confronting Europe? An increased
allocation of loans guaranteed by the Community and at subsidized
interest rates to facilitate the financing of investments in industrial
innovation would perhaps be a suitable financial instrument at European
level. 1In this context, serious consideration ought also to be given

to the suggestion made in the report on industrial cooperation

(Doc. 1~157/80) that an industrial innovation and development fund should
be set up.

In order to become a reality, Community industrial innovation also
involves the elimination of technical and administrative barriers to trade
or else there can be no genuine internal market. In this respect it is to
be hoped that the Council will make rapid progress with the approval of
harmonization éirectives, on the information procedure on technical
standards and on the problems of the Customs Unionl. In the same way,
any industrial development policy necessitates corresponding measures
to assist the training of qualified staff.

1 Doc. 1-241/81 by Mr von WOGAU
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As in the past, however, there is little sign in the 1982 budget of
a European industrial policy. Although appropriations have been entered
for a number of sectors, the amounts concerned are a drop in the ocean
compared with what is really needed if a genuine EurgQpean policy is to
be pursued. A financial instrument of which the EEC and Buratom have taken
advantage only in recent years and of which greater use should be made
in the future is the Community loan.

Loans

4.

In the last few years, the role played by Community's loan mechanisms
has increased, a development that the Committee on Economic and Monetary
Affairs has repeatedly advocated. Loans and policy interest subsidies
could be very effective in encouraging investments and industrial innovation
and would perhaps enable the limited budgetary resources to be put to
optimum use. Various Council decisions empower the Commission to contract
loans to assist Member States in balance-of-payments difficulties due
to the increase in the prices of oil products. The Commission also has
the power to contract Euratom loans to help finance nuclear power stations,
and under the New Community Instrument it may contract loans to promote
investments in the Community. Loans relating to the energy policy are
included in Chapter 79 of the budget, while loans intended for balance-of-
payments support and those governed by the New Community Instrument are
covered by Chapters 83 and 84, respectively.

In the budget itself the financial risks the Community runs as
guarantor of the repayment of the loans granted are simply . indicated by
a token entry. In the preliminary draft budget, however, the Commission
gives an analysis of loans raised and granted. It is not for the
Committee on Economic and Monetary Affairs to tackle the problem of
budgetization of all borrowing and lending operations. Nor does the
committee wish to comment at any length on the amounts of the loans
entered in Title 8 of the preliminary draft budget, since it has
expressed its views on this subject in the various opinions and reports
it has drawn up on proposals in this area (Doc. 1-28/81, Doc. 45/79, Doc.
36/73/Aann., Doc. 1-707/80, etc.). Thes amounts shown as being involved
in berrowing and lending operations do, however, prompt one remark on New
Community Instrument loans. Having gained some experience with this instrument,
the Commission put forward a proposal for its reform at the beginning of
this year. This proposal calls, for example, for the abolition of the
original limit of 1,000 m EUA. Despite the urgent need in the present
economic situation to encourage and develop investments in the Community,
the Council has maintained the original limit of 1,000 m EUA. Nor does the

Commission take any account of its proposal in the estimates of loans raised in
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Title 8 of the preliminary draft budget (it is not even mentioned in the
explanatory memorandum), and the amounts shown are confined to the two
tranches of loans that have been granted in the past. The Committee on
Economic and Monetary Affairs should be informed of progress made in
reforming the NCI and of the Commission's intentions for 1982. As has
been said, loans and more spccifically the NCI are a suitable instrument
for a policy of industrial innovation, on which the Commission is now
preparing a communication to the Council.

é; The Commission uses its creditworthiness to raise the loans referred
to above and passSes then on to the beneficiaries, but the latter do not
receive interest rate subsidies. The only exceptions to this rule are the
interest rate subsidies granted on Community loans to the less prosperous
Member States which have joined the European Monetary System (see Chapter
52 of the budget). Such interest rate subsidies are granted on NCI loans
and loans made by the European Investment Bank. Chapter 82 of the budget

provides for financial compensation to the two countries which are not
participating in the EMS, the United Kingdom and Greece.

More extensive use of interest rate subsidies to encourage investments
needed for industrial innovation would seem appropriate, however. Paragraph
8 of the resolution adopted by Parliament on 10 April 1981 on the proposal
for the reform of the NCI reads:

'Considers that the EEC budget should provide interest

rebates to support loans for the purpdse of promoting

investment within the Community.'
Interest rate subsidies would indeed be a suizable instrument for the in-
dustrial innovation policy on which the Commission is now drawing up pro-
posals pursuant to the mandate of 30 May 1980.

It might be appropriate for the necessary appropriations for the extension
of these interest rate subsidies to appear in Article 772 (former item 3750),
which is aimed at Community aid for certain crisis-hit industrial sectors and
against which a token entry has at present been made. It is clar, however,
that the extension of the policy of granting interest rate subsidies also pre-
supposes a deceleration in world interest rates, particularly in the United
States. 1In this respect, the European Parliament will support any steps taken
by the Community to reach a joint position on the regulation of interest rates. ,
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Conclusions

In conclusion, the Committee on Economic and Monetary Affairs:

Deplores the fact that the 1982 preliminary draft budget once again
reflects the absence of a proposal from the Commission for a genuine
industrial policy, despite the initial mandate it received from the

Council on 30 May:

Therefore looks to the Commission to put forward in the very near
future, within the context of the mandate of 30 May and in answer to
the request of the European Council, a genuine industrial policy programme
which lives up to the expectations of the 9 million unemployed in the
Community and finds concrete expression in a supplementary budget for
1982 and in the 1983 budget;

Observes in this connection that:

- the substantial appropriations entered by the Commission for the
first time in the 1982 budget against the only large-scale industrial
programme, i.e. Item 7710 (Community operations for developing micro-
electronics technology), have been deleted by the Council;

- otherwise, the few industrial projects listed in the 1982 budget
are fragmentary and without impact on the industrial development
of the Community;

Regrets that, contrary to the proposal for the reform of the NCI put
forward by the Commission and approved by the European Parliament,

the Council has maintained the original limit of 1,000 m EUA; this

is likely to impede the establishment of the long-term investment policy

that is needed in the Community;

Calls on the EIB and the Commission to cooperate in the creation of
financing facilities within the New Community Instrument (NCI), possibly
in the form of interest rate subsidies, as a means of promoting industrial

development;

Subject to the foregoing reservations and in view of the possible uses

to which the Commission may put the appropriations, the committee confines
itself at present to making a few amendments restoring in the main the
appropriations included in the preliminary draft budget in areas falling

within its terms of reference.
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OPINION OF THE COMMITTEE ON ENERGY AND RESEARCH

Draftsman: Mr G. ADAM

On 26 June 1981, the Committee on Energy & Research appointed Mr ADAM

draftsman.

The committee considered the draft opinion at its meetings on 14 September
1981 and 23 September 1981, and adopted it unanimously with one abstention on
23 September 1981.

Present: Mrs Walz, chairman; Mr Gallagher, vice-chairman; Mr Ippolito,
vice-chairman; Mr Adam, draftsman; Mr Calvez (deputizing for Mr Pintat),
Mr Eisma (deputizing for Mr Capanna), Mr Galland, Mr Georgiadis (deputizing
for Mrs Charzat), Mr Ghergo, Lord Harmar-Nicholls (deputizing for Mr Normanton),
Mr Hoffmann (deputizing for Mr Van Rompuy), Mr Linkohr, Mr Méo,
Mr Moreland, Mr Miller-Hermann, Mr Paisley, Mr Peters (deputizing for
Mr Schmid), Mr Petersen, Mr Price, Mr Purvis, Mr Rinsche, Mr Sassano,
Mr Seligman, Mr Vandemeulebroucke (deputizing for Mrs Bonino), Sir Peter Vanneck
(deputizing for Mr Beazley), Mr Veronesi.
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INTRODUCTION

1.

For twenty years up to 1973, economic progress in the countries of the
European Community was firmly based on cheap and plentiful oil. Since
1973 and the first oil price shock, the economies of the Community have
been crippled by energy supply and price problems. Economic recession
brought on by those energy problems has produced a temporary easing of

oil supply, but this is no solution to the energy prcblem.

The declaration made at the Western economic summit meeting in Venice

(June 1980) recognised this in the following terms:

"In this, our first meeting of the 1980s, the economic issues that
have dominated our thoughts are the price and supply of energy and
the implications for inflation and the level of economic activity
in our own countries and for the world as a whole. Unless we can

deal with the problems of energy we cannot cope with other problems."

Again, the Ottawa summit in July 1981 declared that:

"The fight to bring down inflation and reduce unemployment must be

our highest priority ....."
and

".,.... that our countries are still vulnerable and energy supply
remains a potential constraint to a revival of economic growth,
(and) we will accelerate the development and use of all our energy
sources, both conventional and new, and continue to promote energy

savings and the replacement of oil by other fuels."

The extent to which the ﬁuropean Community has not vigorously pursued
energy efficient policies, new and renewable forms of energy or reduced
its dependence on imported fuel is reflected in the current unemployment
levels. It is significant that the USA currently applies 3.4% of GNP
to energy investment compared with 1.6% in the Community in 1980. The

Commission estimates that the latter figure will be around 2.0% in 1990
compared with the 4.5% expected for the USA and Japan. The Community is
thus programmed to fall further behind in the coming decade.

It is the firm conviction of the Committee on Energy & Research that

there can be no real solution to the unemployment problem unless the
agreed objectives are vigorously pursued by active policies at local and
central government levels in all Member States and, where appropriate, at
Community level. Solving the energy problem is central to economic
recovery: industry needs secure supplies which are fairly priced, and
investment in energy projects promises inflation-free economic stimulus
with all that means for employment, especially if oriented towards labour-

intensive conservation projects and the hardest-hit regions of Burope.
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The Committee on Energy & Research firmly supports the view that "unless
we can deal with the problems of energy, we cannot cope with the other
problems." Also it refutes any suggestion that there can be a return
to the pre-1973 situation. The extent to which the Budget of the Com-
munity reflects and implements the agreed policies has dominated the
committee's consideration of the Draft 1982 Budget.

The Draft Budget fails to reflect the priorities for energy policy facing
the Community. It does not provide the stimulus in the three priority
areas (of energy saving, new and renewable sources, and reduced dependence
on imports) and will therefore make no impact on the overriding social

problem facing the Community - that of unemployment.

PR 74.917/fin./Ann.I1
- 51 =



SECTION I: GENERAL ANALYSIS

7. The budget presented for 1982 fails to match the scale of the problem,
especially in the energy sector, where the commitments proposed by
Council are only 25.3 mECU (down by 78% compared with 1981).

8. What is more disturbing is the way in which high-sounding declarations

of principle and intent are not matched by action, even within the con-
straints which govern the Community budget. The large proportion of

the budget devoted to agricultural spending, and the distortions this

causes, have long been criticised. But there should be a coherent

attitude to priorities within the remainder, i.e. the non-agricultural

part, of the budget. — _
Table 1 : Energy policy as proportion of

non-agricultural budget

1974 1.5 % 25 meua
1975 1.3 25
1976 1.3 30
1977 1.7 34
1978 1.1 41
1979 1.4 51
1980 1.6 77
1981 0.5 33
Average 1974 -81 1.3

1982

(preliminary) 0.7 57
1982

— - - ._____(Council draft) 0.5 40
Table 2 \ : ResearCmepwlicy as proportion of
non-agricultural budget

1974 5.1 & 84 meua
1975 5.4 101
1976 5.9 135
1977 9.2 183
1978 5.4 195
1979 5.4 196
1980 5.9 277
1981 3.5 249
Average 1974-81 5.7

1982

(preliminary) 4.1 355
1982

(Council draft) 4.5 335
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10.

11.

12.

13.

Table 1 shows.that throughout the 1970s, the proportion of the .non-
agricultural budget devoted to energy was fairly constant at around
1.3%. Although this proportion did not match the oft-stated sig-
nificance of energy problems, it did at leastbshow Eﬁaéﬁspenéihé on
energy ~ relative to that on other objectives -'was maintained. But
that proportion plummetted in .the.l1l981 budget to .0.5% and is kept at
that level in the 1982 draft. ’

A similar progression can be seen in the research sec¢tor’ (which is
heavily oriented towards energy research). Apart from the 1977 figure,
the proportion remain'ed remarkably constant throughout the 1970s, at
around 5.7. Thig fell very sharply to 3.5 in the 1981 budget and the
1982 draft proposes 4.5%. ' ' ' '

Y

Of course, there is a danger in sticking to percentages for dividing
funds between different sectors since priorities change. But it can-
not be claimed that the priority given to energy should drop drastically
at a time when the leaders of the Western world declare that energy was
a central concern and its supply and price contraints on any economic

recovery.

When setting the Budget figures against the scale of the problem, certain
provisos have to be conceded:

- that these monies represent only the tip of an iceberg, and that
Member States spend heavily on their own account (the Review of
Energy Policy objectives for 1990 and Member States' Investment
Programmes implies expenditure of 40 billion eua per annum by
Member States on improving energy supply alone);

- that policy can be made by regulations and other measures which

have little or no impact on the Community budget.

Even allowing for these factors, the amounts set aside are trivial.
It will be recalled that, during discussion of the 1981 budget, some
members considered that an effective Community energy policy alone
would require funds in the order of 1000 meua, and there is no doubt
that such sums could be usefully spent.
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14.

15.

In the longer run, a more even balance is desirable between the three

phases of policy:
- reasearch {Chapters 72/73),
- demonstration and encouragement of new technologies (Chapters 70/71),

- large-scale application (lending operations).

It is the middle phase which is most weakly represented in the Com-
munity's energy activities.

A return to previous percentages of non-agricultural spending - namely
1.3% for energy and 5.7% for research - would imply payment appro-
priations of 100 mecu and 425 mecu respectively, even on the basis of
Council's 1low figure for non-obligatory expenditure. These fiqures
provide some guide in judging the draft budget proposed by Council.
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SECTION II - COMPETENCE

le. The 1982 draft budget has been presented in a new format which entails
a complete re-numbering and some limited reallocation of activities

between budget lines.

17. Chapters 70 and 7] relate to energy (previously Chapters 32 and 34
respectively).

The Committee on Energy & Research is competent for all the items in

these two chapters.

18. Chapters 72 and 73 relate to research. Chapter 72 brings together
various preparatory research projects and studies (previously in
Chapters 26 and 39). Chapter 73 covers the bulk of the research pro-
grammes; these were previously in Chapter 33.

The committee is competent for all the items in Chapter 72.

19. The Committee on the Environment, Public Health and Consumer Protection

claims competence for some items in Chapter 73. Of these items, it

seems clear that:

. 7370 (biomolecular engineering) is in the competence of the Energy &

Research Committee

. Management and storage of radioactive waste (7344) and decommissioning
of nuclear power stations (7345) are clearly within the competence of

the Energy & Research Committee

. 7366/7367 (medical research) is in the competence of the Environment
Committee, such research being specifically mentioned in the Committee's

draft terms of reference

. 7368 (biology and health protection - radiation) is in the competence

of the Environment Committee, the item dealing with safety at work.

Eight items deal with the environment (7302, 7360-5, 7369). In the
draft terms of reference, the Environment Committee is responsible for
environmental policy and protection measures, and for giving opinions

on energy and research programmes affecting the environment. Similarly
recycling and food technology fall within the Environment Committee's
competence generally, but items 7350, 7353 and 7371/2 deal with research.
All these items thus lie in the competence of the Energy & Research Com-

mittee.

20. Chapter 75 (previously 36) relates to the information market and

innovation. The committee is competent for all items in this Chapter.
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21. One item is of interest to the Energy & Research Committee in Chapter 77

(industry and internal market, previously chapter 37):

. item 7777 concerning footwear R & D (previously 3721).
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SECTION III - ENERGY

Priority areas

22.

Although one cannot use the budget exercise to undertake a complete
reassessment of the Community's energy policy (or lack of one), it
is necessary to set out some logic for Community action in this
sector and some priorities. In general, there are three

main reasons for Community intervention:

(a) Promoting the demonstration phase of new activities.

This encompasses 7000 and 7001 (hydrocarbons), and demonstration
projects under 7030/1/2 (new sources) and Article 704
(energy saving).

(b) Encouraging certain activities where the long-term objectives
are clear and agreed, and the technology well-developed, but
where there are short-term market problems in pursuing those
objectives. This could involve support for coal under
Article 702, and support for infra-structure and energy-saving
investment under Article 705 and the borrowing and lending
operations.

|

(c) Operation of certain safety policies where a common approach
is desirable. This applies to nuclear safety under Chapter 71.
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23.

24.

25.

26.

Having set out a framework for Community involvement in energy
policy, it is necessary to outline priorities within that framework.
If short-term activities are largely covered by regulations, etc.,
and long-term ones by the chapters dealing with research, the
measures in chapters 70 and 71 should be mainly concerned with
improving enerqgy supply and price in the medium-term. Action in
the medium term has to be concentrated on energy conservation and

replacing imported oil with more secure sources of energy.

The second report prepared for the Commission by Mr SAINT-GEOURS

underlines yet again the central need to implement energy saving

measures. This is the major priority and cannot be left wholly
to the price mechanism. The SAINT-GEOURS report considers demon-
stration projects to have a vital role and that they should be
undertaken by the Community. °‘Article 704 is therefore of erucial

importance and indeed Article 705 on promotion of energy investments.

As to the replacement of imported oil, action in support of nuclear
energy is well established - the latter especially in the research
chapters where it accounts for approximately three-gquarters of the
budget. The priorities, therefore, are to reinforce the activities
concerning new sources of enerqgy (Article 703) and to make

progress with coal (Articles 702 and 705). The difference of
interests between those Member States which produce coal and those
with no indigenous supplies to meet domestic demand must be speedily
resolved. There are signs of a "package" emerging which will
involve action under both Article 702 and Article 705: these contan

token entries only in the draft budget. The devotion of resources to
hydrocarbons (items 7000 and 7001) is less important).

Awaiting Council gction

Various measures await decision by Council:

- support for hydrocarbon exploration - included as Item 7001 (token

entry); this is now being withdrawn by the Commission;

- promotion of coal for electricity generation - not included and now
withdrawn by the Commission;

- financing cyclical stocks of c¢oal, etc. - included under Article 702

(token entry);

- intra-EC trade in power station coal - included under Article 702
(token entry).
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27.

28.

29. Adoption of all the committee's proposals gives:

30.

In addition, Parliament has:

- withheld its opinion on amending Regulations 725/79 and 726/79 on
financial aid to projects to exploit alternative energy sources
(Article 703); the form of the Regulations undermines Parliament's

budgetary powers, and discussions on the subject are awaited,

- called for financial aid in the exploitation of peat (GALLAGHER
report: Doc.l1-572/80); this is now included under Article 705,

- called for research into the effect of electricity tariff structures
(ADAM report: Doc.l1-895/80); this is now included under Article
709.

Other reports prepared since direct elections and having budgetary

implications are all represented in the preliminary draft budget.

Court of Auditors

The report of the Court concerning the 1979 financial year is the most
recent available. Its criticisms should be borne in mind when
scrutinising the draft budget. Two main criticisms were made in the

energy sector:

- the rate of utilisation of appropriations was unacceptably low,

- the scrutiny of projects granted support needed strengthening to

ensure repayment in the event of commercial success.

Summary

Commitments Payments
l981 109 35
Commission 91 57
Council 25.3 '41.55
Committee 190.37 105.86

Within the current constraints on the budget, implementing these
proposals would restore spending to approximately the percentage
which prevailed in the past (see paragraph 159, in a manner which

conforms to the committee's priorities.

Item-by-item

Details on the proposals on the individual items are given below:
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Commi tments Payments

Item 7000: Community technological development projects

Commission 28 mecu 22 mecu
Council 23 20
Committee 23 20

It is Council that decides which projects are financed:; the Commission
gives an opinion and Parliament is not consulted. In the past, Council has
often failed to decide on projects quickly enough and many have had to be

cancelled.

The Court of Auditors has criticised the forecasting of the appropriations
needed and asked for scrutiny of projects to be tightened (to ensure repayment

where there has been commercial success).

The low rate of repayment raises questions about the quality of the
projects selected. On the other hand, a high rate of repayment would imply
that this is more in the nature of a lending operation rather than a charge
against the limited energy budget. Although this type of activity is suitable
for Community action, the need for financial support in this sector seems

limited; this item has a lower priority than, say, projects for new sources.

Utilisation of funds, up to the end of August, has been 5% of commitments

and 46% of payments.

Item 7001: Joint hydrocarbon exploration projects

Commission pm pm
Council pm pm
Committee - -

The Commission has now withdrawn this item.

Item 7010 Prospecting for uranium in the Community
Commission 12 4
Council pm 1.25
Committee 8 4

(Utilisation at 31.8.81: nil on commitments, 27% on payments)

Item 7015: Transport of radioactive materials
Commigsion 0.5 0.5
Council pm pm
Committee 0.5 0.5
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Commitments Payments

Article 702: Community projects concerning coal

Commission pm pm
Council pm pm
Committee 40 20

This Article was previously split into three items, concerning respectively:
- promotion of coal for electricity generaciod. (now withdrawn)

- financing cyclical stocks

- intra EC trade in power-station coal

Agreement has not been reached in Council on these proposals.

All agree that coal has a central role to play 1in meeting future energy needs.
Imported coal will be needed to meet some European demand. But security-of-
supply (and perhaps, soon, price) considerations mean that the domestic industry
has to be built up. Proposals are expected which will involve action under
this Article to promote coal and under Article 705 (promotion of energy invest-
ments) directed at infrastructure improvenments. Import substitution is a more
important objective than financing of cyclical stocks. The amounts suggested
here reflect the practical limits of initiating action; the need is much

greater.

Article 703: Projects concerning new sources of enerqgy

Council proposed amalgamating the three items under this Article
with Article 704. The committee rejects this approach. In

summary, therefore:

Commisgsion 26 8
Council (703 plus 704) pm 18
Committee 26 12

Council decided, in April 1979, on the first series of specific projects and set
a ceiling for appropriations over the next five years. Parliament unsuccess-
fully opposed this procedure, which curtails its budgetary powers. Parliament
has withheld its opinion on the revision of the relevant financial regulation

and has asked Council for discussions on the matter.

The disturbing feature of this programme is the low rate of utilisation - up to
31.8.81, utilisation of commitments was around 4% and of payments around 7%.
This affects the solar projects and the energy-saving projects (Article 704)
particularly. Three factors would improve utilisation of funds for these
important projects:

- the new system of scrutinising projects submitted

-~ extra staff, the allocation of which the Budget Committee is urged to endorse

- the possible introduction of a minimum size of project
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It is unsatisfactory that action on new sources does not include programmes on

wind, wave and tidal power, as envisaged by the original regulation. These

should be pursued vigorously.

Commitments Payments
Item 7030: Projects for the liquefaction and gasification of solid fuels
1981 29 15
Commission 16 4
Council pm {not shown)
Committee 16 5
Item 7031: Projects concerning geothermal energy
1981 12 10
Commission 5 2
Council pm (not shown)
Committee 5 2
Item 7032: Projects concerning solar enerqgy
1981 18 1.5
Commission 5
Council pm (not shown)
Committee 5 5
Article 704: Community energy saving programme
1281 24 3
Commission 20 18
Council (703 plus_704) pm 18
Committee 20 20

Article 705:

The observations made under Article 703 apply here also. The

second SAINT-GEOURS report puts special emphasis on energy-saving

and demonstration projects.

to support the demonstration phase of new technologies.

It is very logical for the Community

Utilisa-

tion up to 31.8.81 was 18% of commitments and 20% of payments.

Promotion of energy investments

Commission
Council

Committee
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Ch.100)

pm
pm

12.5 (+ 12.5
in Ch.100)
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Article 706:

The importance of measures both to support energy saving and coal

(including infrastructure) has already been stressed).

The committee considers that funds should be allocated now, rather

than later, on two topics:

~ interest rate subsidies for energy-saving investment for which

10 mecu for payments appropriations are proposed.

- interest rate subsidies on projects aimed at promoting the use

of coal and peat; 15 mecu as payment appropriations are proposed.

For a fuller discussion of this Article, see Section VII.

Energy programming

Article 709:

Commission 1.3 1.3
Council pm pm
Committee 15 1.5

A new title of "Energy aid to developing countries" is proposed.
Third World energy problems are even more serious than those of
the industrialised world. The funds are to cover both studies

(as envisaged by the Commission) and direct aid.

Studies in the energy sector

Articzle 710:

Commission 1.0 1.0
Council 0.5 0.5
Committee 1.0 1.0

Studies are an important foundation for other work. The Parlia-
ment has called for studies on electricity tariff structures, and

the committee proposes amending the "remarks" accordingly.

On-the~spot inspections, etc., (nuclear safequards)

Artizle 711:

Commission 0.750
Council 0.735
Committee 0.750

Cost of training courses, etc.

Commission 0.035
Council 0.035
Committee 0.035
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Article 712: Sampling and analyses

Commission 0.480
Council 0.440
Committee 0.480
Item 7130: Equipment procurement, etc.
Commission 0.56
Council 0.58
Committee 0.58
Item 7131: Transport of equipment
Commission 0.01
Council 0.01
Committee 0.01

Article 714: Expenditure on formal and other meetings

Commission 0.005
Council 0.005
Committee 0.005
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SECTION IV - RESEARCH

31.

32.

33.

34.

Priorities

Just as it is necessary to review the logic of Cammunity involvement in
energy policy, so must the same be done in the research field. This area
offars the prospect of efficient use of effort if common

resources are used to tackle problems of relevance to all Member States,
but a proper integration of research activities with the operation of
Community policies in the industrial, energy and other sectors is wvital.
Similarly, the ways in which these activities are performed and the
division of effort between research at Community level and Member State
or local level need to be carefully thought out. Such a review is

beyond the scope of this opinion.

Various methods of Community involvement in research can be defined:

- as "manager", undertaking all aspects of the research programme

itself, i.e. direct action,

- as "initiator", providing some funding and central direction for
activities dispersed throughout the Member States, i.e. indirect

action,

- as '"referee", acting as a coordination centre and exchange of infor-
mation, so that unnecessary duplication of effort is avoided,
i.e. concerted action.

It is not necessarily a question of being anti-nuclear to express con-
cern at the large proportion of the research budget which is devoted to
nuclear matters. Historically this relates to the Community's Buratom
responsibilities, and large projects or safety questions are well-suited
to common action.  On the other hand, it is difficult to justify the
extent to which nuclear programmes dominate the research budget (nearly
80%) . Within the energy field, the priorities previously endorsed by
the committee have been energy-saving, development of new sources, and
coal, and these inevitably apply in the research budget.

The research programmes can be analysed under four headings:

nuclear, nuclear safety, fusion and non-nuclear. Such a breakdown
shows that purely nuclear research accounts for about 7% of commitments
and 8% of payments; approXimately half the work done is done for a
particular Member State or States, and reimbursed. Only small savings

can therefore be made in this area.
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35.

36.

37.

Amounts for non-nuclear programmes have been increased where appro-
priate in an attempt to redress the balance of expenditure, and the
committee has followed Parliament's opinionsas far as possible. The

dverall balance cannot be changed drastically in one year.

Awaiting Council action

Since direct elections, the EP has passed reports on the following
topics, which have budgetary implications but which do not appear as
such in the draft budget:

Plutonium cycle and safety (1-183/79): this proposal is being with-
drawn by the Commission.

Clay minerals and technical ceramics (1-132/80): action is now

proposed under the new raw materials programme (item 7359).

Support for microelectronics appears under 7710.

The Court of Auditors, in its report for 1979, commented at length on

the Community's research activities. With regard to the JRC, it noted
the lack of proper inventories and irregularities in the construction
and use of buildings. It considered that work done for outside bodies
threatened the multi-annual programme: this has subsequently fallen
sharply and is only 0.723 ®mECU for 1982 (item 7331).

With regard to indirect research, the Court noted the need to strengthen
both scientific and financial supervision, and criticised the failure to
produce annual reports, as required.

The scattering of funds on a multiplicity of indirect projects risks

inefficiency. The following are those items with expenditure of less
than 1 mgcyu for 1982: '

7343 Plutonium recycling 0.400
7345 Decommissioning 0.800
7347 Codes for FBR 0.897
7353 Paper, etc., recycling 0.283
7371 Food technology I 0.024
7372 " " 11 0.083

The approaching end of these programmes provides an opportunity for
rationalisation. In particular the Commission is invited to bring

forward a general programme of indirect action on nuclear safety.
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38.

39.

In summary, the proposals give:

Commitments
Nuclear Nuclear Safety Fusion Non-nuclear
Commission 29 (7%) 96 (22%) 205 (48%) 99 (23%)
Council 29 (7%) 90 (23%) 182 (47%4) 88 (23%)
Committee 29 (7%) 92 (21%) 205 (46%) 116 (26%)
Payments
Commission 28 (8%) 90 (26%) 146 (42%) 83 (24%)
Council 25 (8%) 84 (26%) 143 (44%) 76 (23%)
Committee 25 (7%) 87 (25%) 145 (41%) 23 (26%)
In total:
Commitments Payments
Commission 429 346
Council 389 327
Committee 442 351

Figures are rounded to the nearest 1 mECU.

Item~by-item

Details of the sums proposed for the individual items are given below:

Commitments Payments

720 Research projects in the field

of technology and industry

Commission pm pm

Council delete delete

Committee pm pm
72). Preparation of new research programmes

Commission 1.300; 1.300

Council 1.150 1.150

Committes 1.300 1.300
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N
W

Studies in the context of assistance for nuclear power

plant operators

Commission 0.020
Council 0.020
Committee 0.020

Studies of safety technigues

Commission 0.450
Council 0.420
Committee 0.420

Studies on advanced reactor design

Commission 0.150
Council 0.150
Committee 0.150
Studies on the nuclear fuel cycle

Commission 0.180
Council 0.160
Committee 0.180
Nuclear safety - direct action

Commission €1.311
Council 77.77¢
Committee 77.779

New sources of enerqy

Commission 23.374
Council 22.787
Committaa 25.000
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70.044
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Commi tments Payments
7302 study and protection of the environment

Commission 15.275 ; 14.197
Council 14.982 13.739
Committee 16.000 15.000

7303 Nuclear measurements

Commission 12.999 11.936

Council 12.777 11.535
Committee 12.000 11.000

7304 Specific support for Commission's sectoral activities

Commission 9.981 9.311
Council 9.855 9.181
Committee A 11.000 10.000

7310 Operation of the HFR reactor =

Commission. 13.820 11.915
Council 13.820 11.915
Committee 13.820 11.915

7330 Super-Sara (Euraton/Italy)

Commission 2.000 3.000
Council 2.000 3.000
Committee 2.000 3.000

7331 Services performed by JRC at request of outside bodies

Commission 0.723 0.723
Council 0.723 : 0.723
Committee 0.723 0.723

7333 Physical protection at JRC

Commission - -
Council - -
Committee - -

7334 Phase II of Super-Sara (staff expenditure)

Commission - -
Council i - -
Committee - -
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7340 New energy sources

Commission 17.000 18.500
Council 16.500 17.500
Committee 25.000 22.000
7341 Fusion (non~JET)
Commission 114.015 54.515
Council 63.665 (+ 27.5 49.665
in Ch.
100)
Committee 114.015 54.515
7342 Fusion (JET)
Commission 83.200 83.200
Council 66.700 (+ 16 in 66.700
Ch. 100)
Committee 83.250 83.250

(+ 2.5
in Ch.
100)

(+ 16
in Ch.
100)

7341 and 7342 together form the largest programme falling within the com-

mittee's competence.

7343

7344

Commission pm
Council pm
Committee pm

Management and storage of radiocactive waste

7345

Commission 8.864
Council 7.364
Committee 8.864

Decommissioning of nuclear power stations

7346

Commission 0.850
Council 0.850
Committee 0.850

Safety of water-cooled thermal reactors

Commission 0.850
Council 0.850
Committee 0.850
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0.400
0.400
0.400

9.864
6.864
9.864

1.000
0.800
0.800

1.700
1l.100
1.100

The EP has just been consulted on the new programme.

Plutonium féciéliﬁéhiﬁuizéifhwatér reactors
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7347

Codes and standards for fast breeder reactors

Commission 1.566 1.176
Council 0.937 0.897
Committee 1.570 1.200
7350 Recyeling of industrial and municipal waste
Commission 2.038 1.838
Council 2.038 1.450
Committee 2.038 1.838
7351 Primary raw materials
Commission - 4.500
Council - 2.500
Committee - 4.500
7352 Uranium ore: prospecting and processing
Commission 1.541 1.062
Council 1.300 0.850
COmmi;Eee o B ~1.541 1.062
7353 Paper and board recycling -
Commission - 0.283
Council - 0.283
Committee - 0.283
7359 R & D in the raw materials sector
Commission 11.656 3.773
Council (global amount in Ch.100) pm pm
Committee 11.656 (ch. 3.773 (Ch. 1l00)
100) ’
7360 Environment (indirect action)
Commission - 1.174
Council - 1.174
Committee , - 1.174
Items 7361, 7362, 7364 and 7365 : no funds are entered and

work is now covered by 7369.

Items 7366, 7367 and 7368 are not the responsibility of the Enerqgy
and Research Committee.

7369

Sectoral pProgramme: environment

Commission 15.857
Council 13.800
Committee 15.857
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Commitments Payments

7370 Biomolecular engineering

Commission 4.000 1.000
Council (global amount in Ch.100) pPm pm
Committee 4.000 (Ch.100)'. 1.000 (Ch.1l00)

Include in new item 7377

7371 Food technology I

Commission - 0.024
Council - 0.024
Committee - 0.024

7372 Food technology II

Commission 0.083 0.083
Council 0.083 .083
Committee 0.083 0.083

7373 Reference materials and methods

Commission 1.103 4.000
Council 1.103 3.500
Committee 1.103 4.000

7374 Science and technology for development

Commission pm pm
Council pm rm
Committee Pm pm

7375 R & D _for textiles and clothing

Commission - -
Council pm pm
Committee . 4.200 (Ch.100) 1.750 (Ch.100)

Include in new item 7377
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Industrial research

Some subjects are better suited to Community involvement than others,

and there is a case for larger articles in the budget to match the

individual sectors and offering some flexibility in the allocation of

funds.

The Council proposes a global reserve for four unrelated

items (raw materials 7359, biomolecular engineering 7370, science and

technology for development 7374, and textiles 7375).

It is more

logical to propose a new item to deal with the general area of indus-

trial research, and to include initially:

biomolecular engineering (ex - 7370)

textiles (ex - 7375)

These are both pending and funds (in total 8.200 for commitments and

2.750 for payments) should be entered in Chapter 100.

|

~J
)
[}
)
-

~J
W
3

Ch.100 The Council's global reserve for 7359, 7370, 7374,
7375 should be deleted in the light of the amendments

proposed above.

Long-~-term forggasting and assessment

Commission 0.684
Council 0.684
Committee 0.684

Scientific and technical trainin
S_=2l L ang technical training

Commission 2.946
Council 2.946
Committee 2.946

1.428
1.428
1.428 .

1.200
1.200
1.200

Research staff placed at disposal of outside bodies

Commission 0.651
Council 0.651
Conmittee 0.651

Research staff awaiting assignment

Commission ) 0.317
Council ) . 0.870
Committee 0.870

Services performed for outside bodies

Commission 0.115
Council 0.115
Committee ' 0.115

- 73 -

0.651

0.651
0.651

0.317
0.870
0.870

0.115
0.115
0.115
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SECTION V - INFORMATION MARKET AND INNOVATION, ETC.

40.

41.

42.

43.

(Chapter 75 and items in Chapter 77)

The activities in Chapter 75 fall into three main groups:

- Buronet/Diane’ (7500, 7501, 7502, 751)
- Automatic translation - Eurotra (754)
- Innovation and documentation (752, 753, 755, 758, 759)

The Parliament has recently passed reports on the first two groups
(BEAZLEY and ADAM reports), and the committee has recently decided
to prepare a report on encouraging inventors (motion by KLEPSCH and
others). There are thus no outstanding issues, nor comments of the

Court of Auditors to deal with.

With regard to 7502, the financial forecast for the 3rd Action Plan

(for Euronet/Diane) foresaw 10 mecu as total commitments and 5 mecu
as total payments during the first two years, and these were not
challenged in Parliament's report (including the Budget Committee’'s
opinion). The Council recently agreed the Plan (0J L 220/81).
Commitment appropriations of 1.9 mecu and payment appropriations of

0.9 mecu have been agreed in the 1981 rectifying budget.

The figures in the preliminary draft should be adjusted to take this
into account. For commitments, 10.0 less 1.9 leaves 8.1 for the
second year (ie. 1982). For payments, 5.0 less 0.9 leaves 4.1.

The figures of 8.1 and 4.1 proposed by the draftsman thus conform

to the original opinion of Parliament.

With regard to 754, Eurotra, appropriations of 1.6 mecu were originally
foreseen (1979 prices); in 1982 prices this is approximately 1.9 mecu.
The Budget Committee asked for a cut in staffing on the programme, and
Parliament endorsed this. The EP also called for additional feasibil-
ity studies to be made and the commitments and payments are increased
to allow for this. The funds are entered in Chapter 100 as agreement
has not yet been reached on the programme.

For the items concerning innovation and documentation, the committee
supports at least the restoration of the Commission figures. This
includes Articles 751, 752, 753, 758 and 759. Although small in total
expenditure, these represent Community commitment to a high-technology
future. Cuts in these areas are indefensible given the Community's

economic situation.
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44‘01

45.

In summary these proposala give;

1981
Commission
Council
Committee

Item-by-—i

Commi tments

6.705
14.200
9.005
15.700

Payments

" 5,992

11.466
8.621
11.516

Details of the proposals on the individual items are given below:

- 75 -
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7500

1st plan of action

~J
=]

~J
(§;]
N

753

Preliminary draft
Council

Committee

2nd plan of action

Preliminary. draft.
Council

Committee

3rd plan of action
Preliminary draft

Council
Committee

Supplementary activities

Preliminary draft
Council
Committee

Community projects in the field
of innovation

Preliminary draft
Council
Committee

Dissemination, etc., of scientific

754

and technical knowledge

Preliminary draft
Council
Committee

Eurotra

Preliminary draft
Council
Committee

-"76 -

Commi tments Payments
pm ~ pm
; .
!&Pm"' ? . " ' 0.76."!
pm 0.7l6
pm 0.716
8.0 4.9
5.0 3.5
8.1 4.1
2,2 2.3
l.0
2.2 2.3
0.8 0.8
0.25 0.25
1.50 1.50
0.8 0.8
0.75 0.75
0.8 0.8
1.35 (Ch.1l00) 0.9 (Ch.100)
1.0 ,(Ch.100) 0.8 (Ch.100)
2.0 ( n " ) 1.0 ( " " )
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Commitments

755 Other projects in documentary
research
Preliminary draft 0.6
Council 0.6
Committee 0.6
758 Purchase of scientific and
technical books and subscriptions
Preliminary draft 0.25
Council 0.225
‘Committee 0. 300
759 Information and procedure concerning
patents
Preliminary draft ) 0.20
Council 0.18
Committee 0.20
46.

Payments

0.6
0.6
0.6

0.25
0.225
0. 300

0.20
0.18
0.20

In Chapter 77 (Industry and Internal Market), the committee is

competent for:

- 7777 {(technological research for the footwear industry); this

programme has now come to an end,

- textiles R. & D. programme; this has now been re-proposed to Council

in a revised form and has been included in Chapter 73 as line 7375,

- ceramics R. & D. programme, which it is now proposed to include in

the general raw‘materialS‘programme (see item 7359).

- 77 -
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SECTION VI - 30 _MAY MANDATE

47.

48.

49.

50.

51.

52.

The Commission has recently adopted proposals on the measures to meet
structural imbalances in the operation of the Community budget. Which
measures will finally be adopted, and whether these will include a

raising of the limits on the Community's own resourcaes, is not yet clear.

It is however clear that new initiatives arising from the mandate dis-
cussions will not have to await the 1983 budget. If the words of the

Commission's document in reply to the mandate:

"a successful energy policy will create the conditions for an economic
upturn" mean anything, they should signify the early introduction of
initiatives in support of energy and energy research projects. It should
also mean that an appropriate share of any additional funds which may

become available should be devoted to such projects.

At this stage, when nothing is known about the final outcome of dis-
cussions on restructuring the budget, it would be pure speculation to
increase appropriations for particular items in anticipation of an
unknown amount of extra money being available. This is a tactical

guestion.

This document therefore tries to keep the 1982 budget exercise and the
restructuring of the budget separate. Increased appropriations for par-

ticular items are put forward in the context of the 1982 budget alone.

Any calculation of extra funds which might become available as a result

of restructuring the budget is inevitably speculative. However, on the

‘assumptions that (a) the proportion of the budget devoted to agriculture

falls to 40%, (b) the VAT limit remains at 1% and (c) the proportions of
non-agricultural spending devoted to energy and research are the histori-
cal figures of 1.3% and 5.7%, then one might expect payment appropriations
of around 200 mecu for energy and around 750 mecu for research. These
imply a rough doubling of the amounts sought in the 1982 budget. Other
assumptions may be thought more probable, but whatever the outcome, the
Committee on Energy & Research consider it of fundamental importance that
expenditure in the energy and research sectors is at least 7% of total

non-compulsory spending.

Even thegse amounts are small compared with the scale of the problem, and
should be concentrated on the priority areas in energy and research policy,
rather than being scattered over many items. It is proposed that a sum
of 500 mecu is added to commitment appropriations Ch.100, for allocation
to appropriate energy and research activities once the structural problems

of the budget are resolved.
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SECTION VII - BORROWING AND LENDING OPERATIONS

83.

54.

55.

36.

It was earlier suggested that Community involvement in energy policy
should inter alia encompass the research, davelopment and application
phases (se2 paragraph 14). The first two fall under Chapters 73 and 70.
The application phase clearly involves massive sums of money - the
second SAINT-GEOURS report estimates that investment of 120-250 billion
ecu is needed between now and 1990, say 15-30 billion ecu per annum,

and these figures refer to investment in energy saving only.

The vast bulk of this investment will be made on normal commercial con-
siderations, but it is desirable to encourage investment aécording to
the prio¥ities:set out earlier. The Community budget is too small, how-
ever, to make any direct impact. On the other hand, a small budgetary
expense as an interest rate subsidy could achieve great leverage in
encouraging certain investments, and in stimulating employment and

economic recovery, as well as meeting energy objectives.

The relevant borrowing and lending operations are:

t

- normal operations of the EIB,

~ operations under the New Community Instrument (NCI), in-which the Com-

mission raisesg the funds but the EIB administers the loans

Energy investment forms a substantial proportion of overall lending
under these operations; it accounts for approximately 40% - an exact
figure is difficult to give as some projects qualify for support accor-

ding to more than one criterion.

In 1980, lending by the EIB on energy projects amounted to 121l meua;
this includes 108 meua under the NCI. Total lending on energy projécts
between 1973 and 1980 was 4290 meua; the NCI (in operation since 1978
only accounted for 233 of this). Lending operations constitute the

real energy policy of the Community.

Orientation of lending

The pattern of lending for energy projects was as follows in 1980:

- nuclear 433 meua 28%
- import diversification 346 22
(gas pipelines, electricity imports, coal
conversion)
- natural gas 179 11
- electricity, coal, etc. 167 11
- hydroelectric/geothermal 164 11
- energy saving 152 10
- oil and natural gas deposits 64 4
= new sources 54 3

PE 74.917/fin./Ann.II
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57.

58.

59.

The EIB's own lending and operations under the NCI showed similar
patterns (which implies that the different formal status of the latter
has not caused any change in lending policy). Although the EIB is
pursuing the 1990 energy objectives which were endorsed by the Par-
liament, the priorities implied by the table above do not correspond
with those of this committee (being energy saving, new sources and

coal, then nuclear).

While the EIB's lending is limited by its statutes (which refer inter alia
to Article 130 of the Treaty). The above pattern of lending is not
predetermined by these limits. The three main categories of lending

are:

- regional

-~ modernising and converting undertakings
- projects of common interest

the latter two categories requiring that the projects be of such a size

that they cannot be entirely financed domestically; this is an undefinable

requirement in practice.

It perhaps has to be accepted that some new sources of
energy are at the demonstration project stage, rather than that of full
scale deployment. But energy savings projects could well qualify under

any of the three categories and projects to promote coal use

under the regional or common interest categories.

The Bank has suggested that it aims to lend for relatively long-term
projects and that most energy-saving projects have shorter pay-back
periods; and that it is geared to lend to a small number of larye pro-
jects rather than a multiplicity of small projects. On the other hand,
some energy-savings projects - such as combined heat and power schemes -
can be both large and long-term. In addition, the Bank already lends
to intermediate financial institutions already as part of its regional
activities; these institutions then make the smaller loans.

There is thus no formal or operational barrier to greater lending by

the Bank for energy-saving and coal-promotion projects.
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60,

61.

62.

Subsidies

Parliament's ability to influence the pattern of EIB lending is
virtually non-existent at present. The introduction of some element
of democratic review is the subject of a report by Mr COUSTE

(PE 8Bige.1-175/81).

One possibility for introducing some influence on the pattern of
lending is to allocate money in the budgetary procedure for interest
rate subsidies for certain types of project. A legal framework for
interest rate subsidies already exists. Although it applies only to
certain projects and certain countries, the chance should be taken to
broaden its scope. It provides only a first step, however,

in reorienting the EIB's lending operations.

LN

Regulation 1736/79 (OJ L 200/79) provides for interest rata subsidies
of 3% on loans fram the EIB and under the NCI. The less prosperous
countries eligible were specified as Italy and Ireland (see Decision
79/691, OJ L 200/79), although Article 8 of the Regulation seems to
open the way for compensation to Greece and the UK, ie. those countries

outside the EMS. Thus four countries should benefit.

To qualify for subsidy under the Regulation, the loans should concen-
trate on infrastructure and contribute to solving main structural

problems, such as regional imbalances and unemployment.

The draftsman suggests setting aside 25 mecu in payment appropriations
for interest rate subsidies (at 3% the total loan affected would be

800 mecu) . This sum would be earmarked as follows:

~ 15 mecu for subsidies on loans to promote the use of solid fuels,
i.e. coal and peat. Coal-handling infrastructure, for example,
clearly falls within the terms of the loans, and 7.5 mecu should be
entered under Article 705, as subsidy for promoting coal use, together
with 7.5 mecu in Chapter 100, to be released when a new regulation
making such loans available to all Member States is brought forward
(this could be done by amending 79/761 to refer to all Member States

for energy projects).

- 10 mecu for subsidies on loans for energy-saving projects. These
offer regional and employment advantages, and energy problems are the
main structural difficulty affecting today's economies; such projects
therefore qualify for subsidy under Regulation 1736/79. Any doubt
about this should be removed. Half the money is to be placed in
Ch.100.

These sums are fairly modest but could of course be increased if the

initiative were successful.
PE 74.917/fin./Ann.1I

- 81 -



Summary

ca PA
Article 705: 15.0 7.5 for coal promotion subsidies
10.0 5.0 for energy saving subsidies
Chapter 100: 15.0 7.5 for coal promotion subsidies ) released when
= - s s o ) available to
10.0 5.0 for encrgy saving subsidies

) all Member
States
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SECTION VIIT: BUDGET RESOLUTION PARAGRAPHS

The committee asks the Budget Committee to incorporate the following

paragraphs in the budget resolution:

The European Parliament,

1. Considers that it is an urgent priority that the declarations on energy
by the European Council, the advice of the Commission, and the resolu-
tions of the European Parliament should be matched in the 1982 budget
by an increase in the expenditure in the energy sector relative to
other non-compulsory expenditure; calls on the Commission to present
with the utmost despatch the long-promised draft regulations to promote
expenditure in the energy sector; calls on the Council both to respond
positively to such proposals and to ensure their implementation by
September 1982, and to ensure that sufficient staff are available in
the energy Directorate-General to implement these plans.

2. Urges the Commission and the Council to accept the desperately urgent
need to increase overall investment in energy in the Community and par-~
ticularly to achieve a level significantly higher than the current 1.6%
of GNP; calls for specific measures to ensure that energy investment
levels in the next ten years will match or exceed in percentage terms
those of the USA and Japan.

3. Supports the view of the Energy and Research Committee that expenditure
on energy and research, following the revision of the budgetary pro-
cedure, should match or exceed its historical level of around 7% of non-

compulsory expenditure.

4. Emphasises the need for the Community to give moreattention to the
priority areas of energy conservation, new energy sources and industrial
innovation; calls on the Commission to present a full revision of its
research activities in order to achieve this and further calls on the
Council and Commission to take such steps, subject to the opinion of the
European Parliament, as will allow such reorientation by the middle of
1982,
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OPINION OF THE COMMITTEE ON EXTERNAL ECONOMIC RELATIONS

Draftsman: Mr G.L. LEMMER

on 18 March 1981 the Committee on External Economic Relations appointed
Mr Lemmer draftsman of the opinion.

It considered this subject at its meetings of 24 June 1981 and 22
September 1981 and at the latter meeting unanimously adopted the draft

opinion.

Present: Sir Frederick Catherwood, chairman; Mrs Wieczorek-Zeul,
vice-chairman; Mr Lemmer, draftsman, Mr Almirante, Mr Cottrell (deputizing
for Lord O'Hagan), Mr Deschamps, Lord Harmar-Nicholls (deputizing for Sir
Frederick Warner), Mr Jonker, Mrs Lenz, Mr Louwes, Mr Martinet, Mr Pelikan,
Mrs Pruvot (deputizing for Mr De Clercq), Mr Radoux, Mr Rieger, Sir John
Stewart-Clark and Mr Welsh.
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At its meetings of 24 June and 22 September the Committee on External
Economic Relations, in the presence of a representative of the Commission
of the European Communities, discussed the Commission's preliminary draft
and the Council's draft budget for 1982. The following items were central
to this exchange of views:

(a) Article 990 - ‘Operations under commercial and economic cooperation
agreements with non-member countries', for which an appropriation
of 5,000,000 ECU had been requested.

These are financial provisions for a wicde range of operations
anc result from cooparation agreements concluded recently with non-

. . . . 1
member countries (mainly developing countries)™.

The Commission considers that allocation of these 'modest funds'
is necessary in order to facilitate the attainment of the objectives
embodied in the agreements, for example fostering economic interests.

It proposes using this sum for the following activitieszz
1. Organization of conferences and seminars 900,000 ECU

2. Meeting the cost of commercial, industrial
and investment missions and missions to

explore opportunities for joint ventures 1,500,000 ECU

3. Promotion of visits and contacts between
businessmen and exchanges at technical level 600,000 ECU

4, 'Business Week' (Yugoslavia/Brazil/China
follow=-up) 750,000 ECU

5. Provision of experts and experts' services
for carrying out studies 1,100,000 ECU

6. Information campaigns linked to the various
operations listed above 150,000 ECU

It emerged from the discussion that the Committee on External
Economic Relations understood the usefulness of this expenditure,
particularly in view of the success of the EEC-China trade weel this year;
at the same time it felt that a means had to be found whereby its members

could be more closely involved in these activities. It will then be in
a better position to judge whether these funds are being spent wisely.

The Council has deleted the whole amount. The Committee on External
Economic Relations wishes this item to be reinstated in the budget and has
decided to table an amendment to this effect.

lThc 'gecondrgenerat ion! agreoement s with ASEAN counfries, India,
Mexico, Brazil, Yugoslavia, Canada, Romania and China

2See preliminary draft general budget of the European Communities
for 1982, page 1048
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(b) Staff increase for DG I and DG X with a view to opening delegations with a
press and information service in Brasilia and New Delhi,

The Committee on External Kconomic Relaticns agreed with the principle
of these requests, which it had already supported in the reports by Mr

Louwes (Brazil) and Mr Seal (India). This positcion had also been endorsed in
plenary sitting when the reports were adopted.

Briefly, the reasons for these requesis were as follows:

- Brazil: this country's great economic significance and specijal
cultural position in Latin America and the fact that the present
Caracas office can no longer be considered able to cover the whole
Latin American continent adequately.

- India: the great distance between this country and Bangkok, where a
delegation -esponsible for the whole of Asia is now based. (Besides
India, the new delegation in New Delhi will cover Pakistan, Sri Lanka,
Bangladesh, Nepal an¢ Bhutan). India is also the largest country in
in Southern Asia and an important member of the group of cdeveloping

countries.

The Community has recently concluded a cooperation agreement with both

countries.

It appears that the Council does not want to allow any increase in
staff this year - a consideration which also applies to (c¢).

There is general agreement that the opening of these delegat ions is
in the interest of both the Community and the uther contracting parties.
However, the Commission must be provided with the necessary funds to
achieve this. The Committee on External Economic Relations attaches great
importance to the two amendments it has decided to table on this subject.

(c) staff increase for DG I in Brussels for the following sectors:
anti-dumping, textiles, GATT and Japan.

It was abundantly clear in the discussion that whe Committee on External
Economic Relations - as in previous years - saw a particularly urgent need
for the Community to make the necessary funds available to enable it to
respond to some extent to the consequences of the economic recession which

are giving rise to more protectionist measures and dvmping practices.
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In the Welsh Report on the Community's anti-dumping activities this
problem is clearly illustrated by the statement that the United States has
140 executive staff working for the Department of Commerce and a further
500 staff at the International Trade Commission as opposed to 16 at the
Commission whilst the number of cases that the US has to handle is in fact
rather smaller. For textiles the renewal of the Multifibre Arrangement must
be borne in mind. With regard to GATT the Commission must have the necessary
staff to utilize fully the potential advantages of agreements concluded
under GATT. Tor Japan (this conceras additionzl staff in Brussels) the
increasingly close links - which are in the interests of the Community's

economy - with this country require an expansion of staff.

The Committee on External Economic Relations wishes to stress the
point it has already made on previous occasions, i.e. that 1t 1s to the
Community's advantage to ensure opt imum management of these sectors and ot

therefore urges that the relevant amendment be adopted.

(é¢) Item 7775 - 'Specific measurc: for improving knowledge of the
Japanese market', on the one hand by awarding scholarships to
young executives in Community undertakings for visits to Japan
and on the other hand by supporting back-up efforts by European

undertakings to penetrate the Japanese market.

In the past the Council has always earmarked appropriations of
1,500,000 ECU for this. For 1982 the Council has increased this amount
to 2,000,000 ECU. As this accords with the tenor of the Seeler opinion
on the 1981 draft budget1 the Committee on External Econhomic Relations

does not consider it necessary to propose any further amendment.

(e) Lastly, the Committee on External Economic Relations has decided to
table an amendment on the strengkthening of the delegations in
Canberra and Belgrade with staff from DG X (information).

Both delegations operate without a press and information service which
is contrary to policy followed up to now and the authorities in both

places consider this shortcoming to have had an adverse effect.

e

lpg 67.891/fin. para. 11
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Conclusion

In tabling draft amendments the Committee on External Economic

Relations has been guided by three principles, these being:

(1) Firstly, the amendments must be of benefit to the Community's

economy and must be selected to deal with the most urgent problems;

(2) As regards staff requests, these should not exceced the Commission!

proposals;

(3) Positions adopted on previous occasions by Parliament should be
maintained.

The Committee on External Economic Relations hopes that the Committee

on Budgets will bear these points in mind when voting on its amendments.
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OPINION OF THE COMMITTEE ON REGIONAL POLICY AND REGIONAL PLANNING

Draftsman: Mrs S. MARTIN

At its meeting of 17 March 1981 the Committe on Regional Policy and

Regional Planning appointed Mrs Simone Martin draftsman.

The Committee on Regional Policy and Regional Planning considered
the draft opinion at its meeting of 24 September 1981 and adopted it

at the same meeting by 16 votes to 1.

Present: Mr De Pasquale, chairman; Mr Constanzo, vice-chairman;
Mr Blaney, Mrs Boot, Mr Cecovini, Mr Cronin, Mr Fanti, Mr Giummarra
(deputizing for Mr Lima), Mr Griffiths, Mr Harris, Mrs Kellectt-Bowman,
Mr Maher (deputizing for Mrs Martin), Mr 0'Donnell, Mr Price (deputizing
tor Mr Hutton), Mr K. Sch8n, Mr Verroken (deputizing for Mr Brok)
and Mr von der Vring.
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I. “he Increase in disparities

1. ‘fe Cammittee on Regional Policy and Regional Planning is obliged to note once
again tiat the disparities between the prosperous and the poor regions of the Cawmnity
have increased; in some of the regions receiving aid from the ERDF, unemployment has
risen t 20% of the labour force and the situation grows steadily worse.

2. Me slackening of economic growth in the Member States of the European Cammuanity,
allied .o the prospect of no more than a marginal growth rate in gross national product,
will inavitably increase the disparities betwecn the prosperous and the poor regions of
the Carmnity even further.

If we wish to prevent this further increase in disparities between the regions of

Europe ~e must trans{er resources ©n a massive scale.
N

L. The increase in the ERDF endowment (Chapters 50 and 51)

3. Since the ERDF was established (quota and non-quota sections), the appropriations
allocated to 1t have increased as follows:

1675 1976 1977 1978 1979 1980 1981 Commission's Council
preliminary draft
draft budget budget
for 1982 for 1982

CA 200 500 500 581 945 1165 1540 1940 1600
LA 150 300 400 525 499 402 869 1120 950

The substantial increcase in comuitment appropriation since 1975 shows that the
Counci 1s aware of the increasing significance of a Cawmnity regional policy.

Novertheless, in its analysis the Commission shows that it, too, is aware of the
situat on when it states:

‘Hewover, the fact must be faced that the Fund's financial resources,
cven though they have been substantially increased since 1975, are still
sadly inadequate before the scale of the problems'.

The apvropriation proposed for regional policy and regional planning for 1982 will
not he enough to enable regional disparities to be eliminated.

5. what 1s more, the Regional Fund endowment for 1982 is governed by political
possib lities existing within current priorities and not by the socio-econamic needs of
the reqions.

6. Tn this context, it is hard to understand the Council's proposal to cut the
approp -1ation entered by the Camnission in the preliminary draft.

Tn making such proprsals, the Council domonstrates its inability to incarporate new
priori 1es in the 1982 budger despite the fact that they were regquested by both the
Furcpean Parliament and the Commission.
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7. An analysis of the appropriation cntared for the Fund for 1982 broken down into
gquota and non-quota scctions gives the following table:

Preliminary Draft budget
1981 budget draft budget for 1982
for 1982 (Council)
(Camission)
CHAPTER
CA PA Ca PA CA PA
50 ERDF (Community
action in support
of national regional
policies) 1463 | 849 1843 | 1060 1520 | 890
51 ERDF (specific
Community measures) 77{ 20 97 60 80( 60
50 and 51
(ERDF total) 1540 | 869 1940 | 1120 1600 | 950
8. In proposing a substantial 26% increase in camitment appropriations, the

Commission estimates an inflation rate of 8.6% in 1982 - an astonishingly low figure: it
accordingly calculates the real increase at about 16.7%.

In previous years the Comnittee on Regional Policy and Regional Planning has
criticised the Camission's lack of realism when estimating inflation rates. The
comittee feels abliged to repeat its remarksagain this year.

In the three major beneficiary countries of the ERDF (France, Italy and the -
United Kingdom), which together represent a quota of 83%, the inflation rate in 1981

was roughly 15%.

Assuming an inflation rate - weighted in accordance with the Fund's quotas - of
approximately 14% in 1982, the real increase in comitment appropriations amounts to no

more than 12%.

9. On the other hand, the cuts made by the Council would give a 3.9% increase in
this would mean a reduction of approximately 10% in real terms
which would be quite unacceptable.

the Fund over last year;

10. As regards the non-quota section of the comitment appropriations, the Camittee
on Regicnal Policy and Regional Planning hopes that the current 5% ceiling will shortly

be raisced when the FRDF Regulation is reviewed.

11. In calculating payment appropriations for 1982, with regard to Chapter 50 the

Camnission takes the view that the requircnents amount to 1,200 million BCU, which it
then reduces by 140 million to L,060 million ICU on the grounds that the forthcoming
sccand review of the Fund is cncouraging potential recipients to adopt a wait-and-see

attitude before utilizing their appropriations.
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12, This argument 1s unconvincing. With a view to stepping up the rate of utilization
of appropriations, the Committee on Regional Policy and Regional Planning calls on the
Commission to cnter 1,200 million ECU corresponding to the payment appropriations require-
ments it has itself calculated in respect of chapter 50. The Committee on Regicnal Policy
and Regional Planning cannot accept the Council's proposal to reduce payment appropriations
to 950 million IXCU.

I11. Measures under the EMS to reduce cconomic disparities in the Cammunity (Chapter 52)

13. These cover interest rate subsidies in respect of infrastructure projects designed
to assist the less prospercus countries in the Cammnity (at present Ireland and Italy) to
participate fully in the FMS. .

The appropriation requested amocunts to 200 million BCU.

The Cammittee on Regional Policy and Regional Planning does not feel cawpetent to
deliver an opinion on this matter since it has no knowledge of the nature of the infra-
structure projects cligible for interest rate subsidies.

v, Supplementary moasures in favour of the United Kingdam (Chapter 53)

14. For 1982 this heading providus for a camitment appropriation and a payment ap—
propriation of 1,658 million ECU each, representing an increase of roughly 79% over 1981.

The Comittee on Regional Policy and Regional Planning notes that in round figures
the appropriation for supplementary measures in favour of the United Kingdom will almost
cqual the ERDF appropriation (Chapter 50).

15. The committee wishes to reiterate the remarks already made in its opinions on
the 1981 budget, namely that the supplementary measures cannct under any circumstances
be regarded as Comunity regional policy measures. In addition, it hopes that the ap-
propriations entered under this heading will be utilized in the United Kingdom to
supplement. national expenditure on infrastructure projects.

V. Other regional policy operations (Chapter 54)

16. These relate to a number of reogional studies broken down as follows:
Prelimnary Draft budget
draft budget for 1982
for 1982 (Council)

1981 (Camission)

Ttem 5400 -

Regional studies undertaken 340,000 400,000 350,000

at the request of the

Momber States

Item 5401

Regional studies undertaken

on the Commission's

initiative 300,000 350,000 350,000

Item 5410

Preparatory studies for

integrated operations p.m. 2,000 -

I:em 5411

Camunity measures in the

framowork of integrated

operations p.m. 28,000 -

Total chapter 54 640,000 780,000 700,000
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e Committee on Reqgional Policy and Regicnal Planning approves the appropriation
ontered against Itoms 5400 and 5401 and in this connection emphasizes its keen interest
in the Commission's cfforts to provide more information on the socio-economic situation
in the regions and in an extcension of the instruments and policies to assist regicnal
development. The Council's cuts must be rejected since they would lead to a reduction
in the number of studies undertaken.

The Committee on Regional Policy and Regional Planning congratulates the Commission
on deciding for the first tune, 10 a letter of amendment to the preliminary draft budget
for 1982, to make available 30 million ECUfor integrated operations and the corresponding
preparatory studies (Ttems 5411 and 5410).

1t calls upon the Council to endorse these Cammssion proposals.

VI.  Sumary

17. The Committce on Regional Policy and Regional Planning calls on the Comittee on
Budgets to include the following paragraphs in its motion for a resolution:

- notes that despitc a substantial increase, the financial resources made available to
the EROF in the Commission's preliminary draft budget for 1982 are still quite inadequate
to cope with the pressing reqional problems facing the Community;

- recjects the Council's cuts in the appropriation for the Regional Fund and demands the
reinstatoment of the 1,940 m ECUin comitment appropriations and 1,120 m B&K in
payment appropriations proposed by the Commission. These amounts must be regarded as
an absolute minimum;

- rejects the Council's cuts in regional studies (Item 5400) and demands the reinstatement
of the appropriation proposed by the Commission of the Eurcpean Communities;

~ supports the Commission's letter of amendment to the 1982 preliminary draft budget
which provides for 30 million ECUtor items 5410 and 5411 to cover preparatory studics
and Camunity moasures in the framework of integrated operations;

This 16 the (irnt time that provision has been made for the integrated deployment of

the various financial instruments.
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OPINION OF THE COMMITTEE ON TRANSPORT

Draftsman: Dame Shelagh ROBERTS

On 22 February 1981 the Committee on Transport appointed Dame Shelagh

Roberts draftsman of the opinion.

The Committee considered the subject of the draft opinion at its
meeting of 25 June and the opinion itself at its meeting of 24 September
1981. At the latter meeting it adopted the draft opinion with ten votes

in favour and seven abstentions.

Present: Mr Seefeld, chairman; Dame Shelagh Roberts, Vice-Chairman
and draftsman and Mr Carossino, Vice-Chairman; Mr Albers, Mrs von Alemann,
Mr Buttafuoco, Mr Gabert, Mr Gendebien, Lord Harmar-Nicholls, Mr Janssen van
Raay, Mr Junot, Mr Key, Mr Klinkenborg, Mr Martin, Mr Moorhouse,

Mr Moreland and Mr Travaglini.
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I  INTRODUCTION

1. In drafting this opinion on the transport items of the draft general
budget of the European Communities for 1982, your draftsman has naturally
kept fully in mind the particular conditions facing the Community's
budgetary authority this year, and the very clear views expressed on this
problem by Mr SPINELLI, general rapporteur, when he attended the meeting
of the Committee on Transport on 25 June 198l1. Even if budgetary
authorities traditionally claim that resources for the coming financial
year are exceptionally limited, the current level of the Community's
expenditure as a proportion of its own resources would seem to indicate

that this year there is more than usual truth in the traditional claim.

2. The Community is also supposed to be in the process of ‘restructuring’
its budget. The document which was designed to he the first practical
manifestation of this process, the Commission's report on the Mandate of

30 May, was widely criticized in the debate in the European Parliament of

7 July 1981 for failing to suggest specific remedies for the current
difficulties. The Commission came in for further criticism on 9 July from
the spokesmen of most political groups for failing to make allowance in the
preliminary draft budget for its Mandate of 30 May.

3. This general inconsistency is particularly clear in the case of
transport. Paragraph 7 of the Commission's report on the Mandate of

30 May reads - somewhat euphemistically - as follows:

'It has to be mid that up to now action has not been taken at
the game rate in all areas. This is doubtless one of the
factors underlying the crisis currently facing the Community
and the consequent lack of confidence. Furthermore, the
changes in the world economy over the last ten years ......
have shown that existing policies will have to be

developed or revised.'

Yet, far from suggesting how transport policy might be developed or
revised, the Commission fails to mention it directly at all.

4. The Committee on Transport has no option but to protest in the most
vigorous terms that, at the very moment that the Community is embarking

upon this crucial course of so-called restructuring and renewal, the Commission,
in both its report on the Mandate of 30 May and in the preliminary draft

budget for 1982, has apparently felt unable to attach any significance to

the potential role of Community transport policy in stimulating the

economies of the Member States and furthering the fundamental objective of

economic integration.
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5. The specific comments and amendments which follow, therefore, are
based on the firm conviction that Parliament should continue to give a
lead where the other institutions have hitherto failed to do so. It

goes without saying that the most important area is that of transport
infrastructure policy. Above all, the Committee on Transport cannot
accept that the Council should treat as a dead letter the Commission's
1976 proposal for a regulation concerning aid to projects of Community
interest in the field of transport infrastructurel. In its opinion attached
to the NYBORG report2 on the proposed regulation,. the Committee on Budgets
stated that it 'is conscious of the importance of the proposal in relation
to the budgetary powers of the European Parliament'. Your draftsman
therefore considers that the token entry proposed by the Commission under
Article 781 ('Financial support for projects') of the preliminary draft
budget to be a totally inadequate reflection of the economic and political

benefits to be derived from the adoption of the aforesaid regulation.

1 OJ No. C 207, 2.9.1976

2 Doc. 185/77; see also reports by Mr KLINKENBORG (Doc. 1-601/80 and
Mr BUTTAFUOCO (Doc. 1-218/80)
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- II ~ BUDGETARY PROPOSAL

(a) Article 780 - _Studies preliminary to financial aid in respect of

trangport infrastructure projects

1.. Last year, in presenting the preliminary draft budget for 1981, the
Commission entered 800,000 EUA under this Article. In the draft budget
subsequently forwarded to Parliament, the Council failed to enter any
appropriations at all for these preliminary studies. Parliament then
adopted an amendment proposed by the Committee on Transport and endorsed

by the Committee on Budgets reinstating lm EUA, in the belief that the
urgency of the economic situation and the impending accession of Greece
justified an increase over the figure originally proposed by the Commission.
However, this appropriation was reduced to 500,000 EUA in the budget finally
adopted .for 1981.

2. The stated aim of these studies is to provide the necessary information,
egpecially as regards traffic and project analyses, to evaluate Community
requirements and the Community interest in respect of given projects either
following their notification to the Commission pursuant to the Council
dec¢ision of 20 February 1978, or with a view to justifying Community

fimancial support as envisaged in the 1976 proposed regulation.

Specific areas which the Commission intends to examine in 1982 include
a comparative assessment of the urgency of projects and groups of projects
of Community interest such as those defined in the Commission's report on
bottlenecksl; perfecting of a traffic data bank; and infrastructure
reguirements arising out of the accession of new Member States, including

Greece.

3. The appropriations requested by the Commission for 1982 are higher than
those requested for 1981 (900,000 instead of 800,000) for the simple reason
that the Commission must seek to make up in 1982 the shortfall resulting
from the reduced appropriations finally allocated for 1981 (only

500,000 EUA).

4. Following the Council's reduction of the appropriations entered by the
Commission to 700,000, the Committee on Transport proposes to underline
the European Parliament's continued resolve to have the 1976 proposal
adopted by reinstating 900, 000 EUA under this Article.

1 com(80) 323 final
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(b) Article 781 - financial support for projects

5. The Commission has again placed a token entry under this Article, which
is what it both requested and obtained last year, notwithstanding the
Parliament's proposed amendment, on a proposal from the Committee on Transport,
entering 15m EUA in commitment appropriations. If we recall that in the
first preliminary draft budget for 1980 the Commission proposed commitment
appropriations of 50m EUA and payment appropriations of 15m EUA, it is
difficult to avoid the impression that the Commission has become somewhat
faint-hearted in its approach to this potentially the most important of

the budget lines concerning transport. Your draftsman feels most strongly
that it will be all the more difficult to criticize the Council for

inaction in the field of transport infrastructure policy if no specific
eyidence is provided in the course of the budgetary procedure of an
unequivocal commitment to that policy by the other Community institutions.
For this reason she believes that the Committee on Transport should not
merely join in preserving the existence of this budget line by means of a
token entry but should go an important step further by indicating precisely
those projects which, if part-financed by the Community now, would very
rapidly bring significant benefits to the economies of all the Member States.

6. Your draftsman therefore requested the Commission to provide a list of
possible projects to be incorporated into a five-year programme of
Copmunity support for the impovement of transport infrastructure. This
list is contained in Annex I to the opinion and, while naturally not being
exhaustive, represents a useful starting-point for a clearly-defined
transport infrastructure policy based on specific projects and meeting real
and existing needs, and as an initial a point of reference in deciding on
the provision of budgetary appropriations under this Article. Your draftsman
would further point out that all these projects constitute bottlenecks and
possible modes of financel, on which Mr MOORHOUSE is currently drawing up
an own-initiative report on behalf of the Committee on Transport.

v B
. [

7.. With regard to the 1982 budget, in order to reflect the views expressed
in the initial discussion on the 1982 budget in the Committee on Transport
on 25 June 1981 in the presence of Mr SPINELLI, general rapporteur, your
draftsman considers that appropriations should be entered under Article 781
for two specific projects and one area of transport for which the committee
and the Parliament as a whole have expressed strong support viz: the Channel
tunnelz, the motorway through Austria linking the -Community and Greece3 and

the development of combined transport.4
T

COM (80) 323 final
2 see report by Mr De KEERSMAEKER (Doc. 1-93/81)

3 see report by Mr HEIMS (Déc. 1-186/81)

4 PE 74.917/fin./Ann.I1

See report by Mr GABERT (Doc. 1-395/81)
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