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GENERAL CONCEPTS } R

A. Bases of the European Agricultural Guidance and Guarantee Fund

The European Economic Community could not have been.set up without a sector
as important as that of agriculture: this activity forms one of the corner-—
stones of the Communlty, not only because of the number of individuals who
make thelr 11v1ngs dlrectly or indirectly from it (farmers, those working in
processing industries) but also because of its commercial, financial and
polltlcal importance in ‘connection with trade in raw or processed products,

whether w1th1n Europe or at world level.

Accordlngly, the Treaty establlsh1ng the European Economic Communlty, 31gned
in Rome on 25 March 1957 with the purpose of establlshlng a' common market
through the elimination between its Member States of customs duties and
quantitative testrictions‘on the movement of goods and any other measures of
equivalent effect, included a clause - Article 38 - stipulating that "the
common market shall extend to agrlculture and trade in agricultural products".
The Treaty also says that "the operatlon and development of the common market
for agricultural products must be accompanied by the establlshment of a common

‘agricultural pollcy among the Member States

The main objectives . of the policy were set out in Article 39:

.= . increasing agricultural productivity;

- -ensuring a fair standard of living for the agricultural community;
= stabilizing the markets; o

- ensuring availability of supplies;

- ensuring reasonable prices for consumers.

With a view to these objectives, the agricultural common market has been based'
on the f0110w1ng three principles, which have. become,'as it were, the golden

riles of the common agrlcultural policy:

- The single market: this means entirely untrammelled movement of products
between the Member States (to the exclusion of customs duties, other

obstacles to trade, subsidies liable to interfere with competition), uniform °




prices and common rules governing competition, the harmonization of admi-
nistrative law, stable exchange rates and the introduction of common rules

governing trade across the external frontiers of the Community;

- Community preference granted to European farming, which presupposes pro-

tection of the internal market against low-cost imports and prices which
may penetrate widely on world markets. This Community guarantee is
provided by the operation of buffer mechanisms for imports and exports

(levies and customs duties), and by production aids.

- Common financialksolidarity: as the policy is a common one, which, like all

policies, has to be paid for, the costs arising must be borne jointly. To
give practical expression to financial solidarity, which is one of the key
features of the common agricultural poliéy, Article 40(4) of the Treaty

of Rome, concerning the establishment of the common organization of the
agricultural markets, stated that "in order to enable the common organiza-
tion... to attain its objectives, one or more agricultural guidance and
guarantee funds may be set up". Thus this Fund finances, on a common basis,
expenditure arising under the agricultural policy, whatever the product or

the Member State concerned.

Because of deficiencies with regard to structures, and especially because of
regional disparities in this respect, it was vital that a Community policy
should be gradually built up to provide the fundamental structural conditions
needed for the application of the general agricultural policy, whilst retaining

involvement and coresponsibility of the Member States.




B. Legal framework of the European Agricultural Guidance and
Guarantee Fund (EAGGF)

kOn 4 April |§62, the Council of Minisiers of the six founder members of the
European Economic Community — Germany, Belgium, France, Italy, Luxembourg
and the Netherlands - adopted Regulation No 25'; setting up a single fund:
the European Agricultural Guidance and Guarantee Fund (EAGGF). Because of
the wide variety of types of expenditure for which the Fund would be respon-—
sible, it was divided by Regulation No 17/64/EEC of 5 February 19642 into
two sections: the Guarantee Section for Community expenditure arising under
the policy on markets and prices, and the Guidance Section for Community

expenditure incurred under the policy relating to agricultural structures.

Following a transitional period during which expenditure under the common
agricultural policy was gradually taken over by the Community budget, the
present arrangements were instituted for expenditure financed from | January
1971 by Council Regulation (EEC) No 729/70, 21 April 19703.

The main features of the present system of financing the common agricultural
policy, its scope and its operation from that date, are described in this
brochure, for the Guarantee and Guidance Sections. More detailed informa-
tion can be found in the financial reports submitted annually by the EC Com—
mission to the Council and to Parliament on the administration of the EAGGF,
and in particular on developments with regard to amounts and the nature of

Fund expenditure, and on the way in which Community financing is carried out.

1 '0J No 30, 20 April 1962.
2 0J No 34, 27 February 1964.
3 0J No L 94, 28 April 1970.



C. Importance of the Fund

In recent yéars, the common agricultural policy and the expenditure it entails
have attracted a good deal of publicity. At a time of widespread economic
difficulties, when budget deficits have forced governmenfs everywhere to
-retrench, it goes without saying that agricultural,expenditure‘as well has also
come under close scrutiny. Some observers feel that tbe policy has become

altogether too expensive.

A review of EAGGF overall expenditure per year shows that it rose from 8 997

million ECU in 1978 to 20 563 million ECU in 1985 - an increase of nearly 130 7

over seven.years. The changes are shown in the following table:
Table No |
EAGGF expenditure m ECUl
Year
Total expenditure | Guarantee SectionOf whichs,idance Section
1978 8 997 8 673 324
1979 10 844 10 441 403
1980(*) 11 918 11.315 603
1981 11 717 11 141 : 576
1982 13 056 - 12 406 650
11983 16 648 15 920 728
1984 19 048 18 372 676
1985 20 563 19 843 720

* Enlargement of the Community to include Greece.

I Not including expenditure reductions due to sums recovered on clearance of
previous years. -

However, while the common agricultural policy entails heavy expenditure, it

also generates revenue: ordinary levies charged on imports into the Community

of relevant agricultural products from non-member countries and special levies
charged under the sugar market organization, to be explained below. The
revenue, which accrues as the Community's own resources, has not changed a

great deal over the years: 2 279 million ECU in 1978, 2 179 million ECU in 1985.
Thus, in 1985, net expenditure from the Community budget on agriculture came to
18 384 m@lliqn ECU (i.e. 20 563 milliqn ECU - 2 179 million ECU = 18 384 million
ECU).




D. EAGGF share of the Commuﬁity bddget
In the budget, the share of gross EAGGF expenditure has changed as follows:

Table No 2

(%)
Year EAGGF Guarantee Section : Guidance Section
1978 79.2 : . 76.3 2.9
1979 75.5 72.7 2.8
1980 7301 i 69.4 3.7
1981 64.6 61.4 3.2
1982 63.1 59.9 3.2
-1983 66.7 : 63.7 3.0
1984 o ©.69.9 : 67.4 2.5
1985 . 72.6% - - -70.3% 2.3%

At first sight, it may seem surprising chﬁt abbut 702 of the Community's
‘budget is devoted to the agricultural policy.  The man in the street gets
the impfession that the budget is virtually monopolizéd by expenditure on
farming.  How can the formidable share taken by agriculture, at least appa-
rently, be accounted for? ' 1Is this not a serious obstacle to the development

of other policies?

So far, thekCAP has been fhe.only fully-fledged Communitf policy actually
enjoyipg full financial solidarity, as the other policies have not ‘yet
reached this level of development. It remains, therefofe, an isolated
"phenomgnon./AAlso, the introduction of new common policies would have the
effect that, as was the case with agricultural policy, the common expenditure
incurred as a matter of financiai solidgrity would take thé‘place bf previous
national expenditure. It stands to reason that a transfer,pf‘responsibility

of this kind should entail a transfer of the corresponding revenue.

* Provisional figure




‘E. Reasons for the increase in EAGGF expenditure

If we consider that. part of the common agricultural policy which is by far the
most expensive, naﬁely expenditure on markets and price support under the
Guarantee Section of the EAGGF, we note that expenditure financed by this
Section soared from 8 673 millibn ECU in 1978 to 19 843 million ECU in 1985.

The increase is due to a number of factors, including:

(a) The scope of the market organizations. After gradual extension of the

market organizations,_Community financing now covers most sectors of the
Community's agricultural production, reaching nearly 91% of final Commu-

nity agricultural production.

The main product groups are the. following: cereals and rice, sugar, olive
oil, oilseeds (rape, sunflower, soya); protein plants (peas and field
beans, lupins, dried fodder), fibre plants, fresh and processed fruit
and vegetables, w1ne, tobacco, m11k .and mllk products, beef/veal, sheep—A
meat and goatmeat, plgmeat, and eggs and poultry. lee plants and flowers
come under a market organxzatlon but do not take part fully in Community
1f1nanc1ng . Also, W1th;n the different market organizations, additional
arrangements have been made resulting in an increase in the &olume of
expenditure ehargeable to the Guarantee Section. However,'certain’pro-
ducts are still outs1de the market organlzatlon, one of which 1s potatoes
(although potatoes intended for starch—maklng come under the cereals

9

market organlzatlon).

(b) The enlargement of the Community. The Community was orlg1nally made up

of six Member States, but three new Member States (Denmark, Ireland and
the Unlted Kxngdpm)v101ned ln’l973 and Greece joined in 1981, Wlth Spain
and Portugal btinging the total to twelve in 1986.  Obviously, these
changes entailed major additional expenditure, especially as agriculture
_is relatively a more 1mportant economic activity in Greece, Spaln and

Portugal.

1 Except for the decisions adopted under Council Regulation (EEC) No 355/77
on common measures to improve the conditions under which agrlcultural
products are processed and marketed.




(c) The increase in agricultural production.  As the Commission points out

in its "Green Paper" of July 1985& on the "perspectives" for the common
agricultural policy, over the last 25 years the more rapid moderniza-
tion of European agriculture, the opening of a European common market
following, in particular, the elimination of naiional obstacles to intra-
Community trade,‘and the market and price guarantees provided by the

common agricultural policy have all tended to boost the output of food.

Another reason for the increase in production is the very substantial
technical progress made in European farming in recent decades, which
have given it a vitality virtually unmatched elsewhere in the world:
the genetic improvement in crop varieties (wheat, maize) and in live-
stock breeds (cattle) have meant a steady increase in yields, and there
has been a marked improvement in production techniques, mainly through

the use of mineral fertilizers and health-protection products.

Because of productivity gains, the growth of production has outstripped
that of consumption of agricultural products in the Community and the
expansion of outlets on world markets. The resulting disequilibria on
the agricultural markets have led to a build-up of ever-heavier surpluses
of many products, the disposal of which constituées a costly item for the

Community budget.

(d) Agricultural policy decisions, such as those taken at the time of the
: annual price review. But the upward movement in agricultural prices,
combined with increased aids, has meant extra expenditure which can
amount to several hundreds of million ECU per year. For a number of
years now, however, this trend has been curbed by a restrictive policy

which, in April 1986, actually yielded some savings.

(e) Price movements on world markets and relationships between the currencies,

in particular the US dollar. The table below shows how the dollar has
performed vis-d-vis the ECU since 1980. It can be seen that the

United States currency, rising from 0.72 ECU -in 1980 to 1.31 ECU in 1985
almost doubled in value in six years, bringing with it a corresponding

increase in world market prices, most of which are expressed in doliars.2

1 COM (85) 333 final - Newsflash, Green Europe, No 33, July 1985.

2 The upward movement in ‘the value of the dollar means lower Community expen-
diture on refunds, and vice-versa.



However, since that time, the situation has been reversed.

Table No 3

Average annual value of the US'dollar in terms of the ECU

1980 1 US dollar = 0.72 ECU
1981 : " 0.90 ECU
1982 " 1.02 ECU
1983 ; " .12 ECU
1984 Ll 1.27 ECU
1985 . " ~-1.31 ECU

1986 (six months) " 1.06 ECU

(f) Some agricultural expenditure is the result of choices and decisions

‘ made under policies Gther than the common agricultural policy, in '
particular the Community's external relations policy and ‘trade policy.
Although these decisions do not depend directly on the ‘common agriébl-
tural policy; they do have budgetary implicationé which are not sho@n
under a heading separate from those directly connected to the CAP.
The main items are impérts of sugar (1 300 000 t/per year épptoximately)
under prefeiential agreements in connectidn with the Lomé Convention and
a special agreement with India, reduced-levy impérts of butter from New
‘Zealand (81 000 t.in 1985), andkreduced - or zero - duty‘imports of beef

- (400 000 t) and grain substitutes (notably manioc and corn gluten feed).

The low - or zero - duty imports from certain member countries have been.
agreed under the General Agreement on Tariffs and Trade (GATT) and are often

‘a counterpart for certain concessions made:to the Community.




F. Ways and means contémplated by the Community to stem the upward

movement of agricultural expenditure

It is vital that, in a period of economic difficulty, the Community should be
able to keep its expenditure under control and prevent excessive increases;

the common agricultural policy cannot be an exception to this rule.

Accordingly, in connection with work on the future financing of the Community,

the Commission, at the request of the Council, laid before the Ministers in

February 1984 a Communication - en;itled "Budgetary discipline" - designed

to provide a framework restricting the growth of the Community's budgetary
/expenditure. Under this agfeement, a principle laid down was that the growth
-of agricultural expenditure should be slower than that of tﬁe Community's own
resources. In 1984, after protracted discussion, the European Council
endorsed the principles of budgetary discipline and in December of the same
year the Council approvgd the conclusions on the implementation of this system.
In these conclusions, the Council undertdok to establish, at the beginning of
the budgetary procedure, a reference fraﬁework, i.e. a maximum total of expen-
diture which it‘felt should be taken for the financing of the common policies
during the following year, so as to ensure that the net expenditure resulting
from the operation of the agricultural markets should increase less rapidly
than the Community's own résources.

In paréllel, the Commission laid before the Council and Parliament in July
1985, in a Green Paper, the results of its policy work on the outlook for

the common agricultural policy. This document includes an analysis of the
problems those implementing the common agricultural policy have to contend
_with and recalls the economic and budgetary constraints which will govern its

future development. :

Following tentative consultations on the Green Paper, the Commission referred

to the Council in December 1985 a set of practical guidelines under the gene-

ral heading "A future for European agriculturg". Here, it stressed that the
need for the EAGFF Guarantee Section to comply with budgetary discipline will
hamper the decisions to be taken, especially in view of recent developments

on the agricultural markets. It expressed doubts as to whether the objecti-

ves mentioned in its Communication could be reached by the times proposed



while'remaiﬁing within the»nofmalfframewo;k of the financial rules and of the
appropriations which these :ules~place4at‘the disposal of the EAGGF. = Certain
specific measures contemplated will have the effect of slowing down the growth

of agricultural expenditure in the medium and‘long term, but in the short k
term,,they‘could well boost costs to the EAGGF, for éxample because of the
elimination; bf a special stock disposal operation, of the disequilibrium between

suﬁply and demand which is ;ﬁe key problem now confronting the policy-makers.

In February_1986; the Commission laid before the Council its 1986/87 price
proposals, in which to all intents and purposes it suggésted that the prices :-
should be frozen; action was suggested to adjust certain market organizations
with a view to ensuring improvedfmarket‘équilibtium. On~25 April 1986, the
Council reached agreement on the Commission's proposals, in particular for '
the introduction of a levy on cereals, for‘a system fixing maximum guaranteed
quantities for oilseeds'and for the further teduction in the milk quoiss.

In these circumstances, the Commission emphasized that'stringént measures with
regard to policy on markets should be backed by a stronger socio—st;uctural
policy, in particular by new measures designed to encourage farmers to leave
the:land. As é'result, it 1aid before the Council, on 21 April 1986, appro-

priate ptoposals.l

1 CcoM(86) 199 final.
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G. The EAGGF's financial resources

Tﬁe EAGGF is not a fund in the strict sense of the térm, as, having no
-specific resources of its own, it does not enjoy financial éutonomy. Under
Article 1 of Regulation No 25, éonfirmed'by Article | of Regulation (EEC)

No 729/70, the EAGGF is "part of the Community's budget". As a result, it
must comply with general budgetary rules, while being governed, in certain
cases, by special provisions. The EAGGF's appropriations are subject, for
‘their apppoval, to the usual procedures laid down for the establishment of
the budget, as for the other Community appropriations.  They are therefore
adopted by the budgetary authority, namely first the Council and then Parlia-
ment, the signing by the President of the Parliament constituting the final

approval of the budget of the Communities.

The appropriations fall into two categories: expendituie described as "com-
pulsory", which "derives compulsorily from the Treaty or acts adopted under
it", and "non-compulsory" expenditure, the amounts of which are not set by
regulations. For the compulsory expenditure, the corresponding appropriations
are approved in the last resort by the Council} Parliament can propose changes

or make amendments to the Council's texts.

All EAGGF guarantee expenditure is compulsory, but some of the guidance expen—

diture is noé._

The principles of "universality" and "annuality" appiy ‘to EAGGF expenditure
askto'all CommunitykeXpenditﬁre. This means that for the purposes of finan—
cing such expenditure, the~authofities may use not only the specifick"agriculf
tural resources" (cf. G 3 b and c), but also all the resources of the Communityk

budget.

G.1 Appropriations specific to the EAGGF Guarantee Section

These appropriations have particular characteristics:
- they serve to finance schemes relating to agricultural products and not to

persons,
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- they are compulsory, in that EAGGF guarantee expenditure derives from market
regulations: the Community is obliged to finance expenditure made by the

Member States for those entitled pursuant to agricultural regulations;

- the expenditure to which they refer is very difficult to ptedict: the out-
goings uﬁder the common agricultural policy depend on a serieé of factors
considered above (cf E), wh1ch are very hard to assess when the budget .is

belng drafted;

- it may therefore be adapted during the yeér, as the appropriations earmarked
_often fail to match real needs.. The adaptations take the form of transfers
from or to existing appropriations, or, if this is insufficient, the adoption

~of a‘supplementary budget, as is often the case.

G.2 Appropriations. specific to the EAGGF Guidance Section

- Under the common policy on agricultural structures, these appropriationé are
used either for the partial reimbursémen; of expénditute incurred by the
Member States or for financing investment~projects} With the European Social
Fund and the European Regional Development Fuhd, the EAGGF Guidance Section
is the third of the Community's structural funds the activities of which are

~being more and ‘more closely coordinated with a view to increased effective-
ness; the first examples of this are the Integrated Medlterranean Programmes
(mMp). :

Aids to investment projects, which must form part of "common measures", are

the subject of aid grant decisions (commitment appropriations) and, later, of
payment decisions once the work has been done.  This system of "dlfferentlated"
appropriations normally applies to all Guidance Section expendlture.

However, much of this Section's expenditure (about two thirds) takes the form
of reimbursements to’ the Member States on the basis of given percentages of

,the payments the latter have made pursuant to Community structural schemes set -
up for them. Here, the commitment dec¢isions and the payment decisiohs are
taken at the same time. Generally, the reimbursements are in- respect of -
Mindirect" measures and age compulsory.. . On the other hand, expenditure derl-

ving from "direct" aids to investment projects is non-compulsory, in that the
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scope for granting assistance does not derive from provisions in regulations
but depends on the volume of commitment appropriations entered in the budget

of the Communities.

. The existence should also be mentioned of certain agricultural expenditure

items resulting, for example, from veterinary measures or research programmes
which, in the budget of the Communities, do not come under EAGGF appropria-
tions properly so called, but are entered in Chapter 38, "Expenditure in the

agricultural sector".

/

G.3 The Community's own resources

The Community-is almost entirely financed from its own resources. These can

be increased only with the unanimous agreement of the Member States, an

‘agreement‘which must be ratified by their pariiamepts. '~ ‘Originally, the

Community was financed, like nearly all international organizations, from

Member States' contributions, but since 1971 the Coﬁmunity budget/has_enjoyed

resources of its~owh, in other words funds usually collected by the Member

. States' agencies but which now automatically accrue to the Community.

,Depending‘on'thé political tasks entrusted to the Community, the own resources’

consist essentially in: .

(a) customs duties, collected on products imported from outside the‘Community

on the basis of the rates set in the Common Customs Tariff;l

~.(b) ordinary levies, premiums, compensatory amounts and other dues charged

by the Community on trade with non-member countries under the common
agricultural pblic&. These aré‘mainly the import'lévies, which conspi-
‘tute variable charges imposed at the Community's externél frontiers on
imports of those agricultural products coming under market orgaﬁiz&tions
from non-member countries to bridge the diffefence between world prices
and Community prices. ‘Conversély,‘but much more rarely, levies may be

charged on exports, and these also accrue as own resources;

1 ECSC duties are excluded.
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(¢) sugar and isoglucose levies, instituted to curb surpluses of these products

by involving producers in the financing costs. The sugar levies break
down into sugar production levies paid by the refiners to cover part of
the market support expenditure, and storage levies, which are commercial
conitributions ensuring the financial equilibrium of the system of equali-
zation of storage costs set up to ensure steady disposal of the sugar

throughout the marketing year;

(d)- a proportion of the revenue accruing to the Member States from the value
added tax (VAT). Until 31 December 1985, the Community percentage,'
deemed to be applied to a standard basis of assessment, could not exceed a

-~ maximum rate of 1%. An agreement in the European Counéil, subsequently
ratified by the Member States' parliaments, raised the rate on | January
1986 to a maximum of 1.4 %. The share of VAT accruals in the own resour-
ces has steadily grown. It rose from 52 % to nearly 64 % in 1986 (cf.
Table No 4);

(e) miscellaneous revenue, including the yield from the tax on the salaries

of staff members of the European institutions, the yield from the sale of
movable -or immovable property of the Communities and the returns from the

sales of publications.

In 1984, the Community had to face exhaustion of its VAT revenues, the rate
having been set at a ceiling of 1 Z. In order to be able to discharge its
obligétions, pending the raising of the ceiling, an intergovernmental agreement
was signed, releasing exceptional contributions from the Member States for

1984 and 1985.  The table on the following page showé Coﬁmunity revenues from
1981 to 1986.

"Coresponsibility" revenues

Since 1977, the Community's dairy farmers have been required to make a finan-
-cial contribution known as the "coresponsibility levy". This levy, which

does not rank as ‘Community own resources, is deemed to form part of interven—
tion operations for the stabilization of the agricultural markets. The funds

go to finance specific schemes and contribute to the expenditure involved in
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disposing of surpluses of dairy products. In 1984, a quota system for these
products was introduced guaranteeing farmers given prices for specified quan-

/ tities. Quota overruns attract an additional levy at a deterrent rate in

addition to the coresponsibility levy. In 1984, this contribution from the

farmers totalled 749.2 million ECU and in 1985 it was about 637.3 million ECU.

In April 1986 a coresponsibility levy, similar to the levy for milk, was also

introduced for cereals. But the measure adopted in April 1986 for oilseeds,

designed to ensure a reduction in aids where the guaranteed maximum quantities
are exceeded, although intended to relieve the Community budget, does not

constitute, strictly speaking, coresponsibility revenue.



Table No 4

COMMUNITY REVENUE FROM 1981 TO 1986

(m ECU)
1981 1982 1983 1984 1985 1986]
Customs duties 6,392.3 6,815.3 6,988.7 7,960.8 8,310.1 9,700.5
Ordinary levies and sugar levies 1,747.5 2,227.8 2,295.1 2,436.3 2,179.1 2,698.7
VAT (%) 9,187.8 12,000;5 13,699.0 14,372. 1 15,329.6 22,257.2
Financial contributions 151.4 197.0 217.7 222.5 262.0 211.0
Own resources 17,479.0 21,240.6 23,200.5 24,991.7 26,080.8 34,867.4
Additional financing2 - - - 1,001.8 1,981.6 - |
‘ o
(*) - VAT rate applied 0.79 7% 0.92 % 1.0 % 1.0 2 1.0.7% 1.25054 7% '
- VAT percentage/total own
resources / 52.6. 7% 56.5 % 59.1 7% 57.5 % 58.8 % 63.8 %
- Percentage agricultural reve-
nues; {levies)/Total  own "10.0 % 10.5 2 9.9 7 9.7 % 8.4 % 1.7 %
resources
N.B.: 1981 to 1985 = Community of Ten; 1986 = Community of Twelve
1 Budget adopted on 10 July 1986 (0J No L 214, 4.8.1986)
to the

2 Additional financing by the Member States was necessary because of the 1 7 limit on the VAT rate applicable

- standard basis of assessment.

/
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H. Management of the EAGGF appropriations

Management of the EAGGF - for both the Guarantee and Guidance Sections - is
a.Commissioniresponsibility, which exercises powers delegated to it by the
Council. However, this responéibility is exercised under a number of general
prqvisions or provisions specific to the Fund. To enable the management of
thé EAGGF appropriations and the'expenditure effected under the common agri-
cultural policy to be properly monitored, procedures have been set up and
Community agencies instituted ensﬁring that the expenditure is justified and

that it is properly carried out.

H.1. EAGGF Committee

For the financing decisions, the establishment of the implementing procedures
and the proper execution of the payments made, the Commission's staff is
assisted, in the preparation of drafts to be adopted, by the EAGGF Committee,
the chairman of which is a Commission representative, and the members of which
are sent by the Member States. This procedure tﬂus allows close cooperation
between the Member States and the Commission. The Committeé is consulted-on
the financial implementation of the common agricultural policy, and, in cases

laid down in the regulations, it renders opinions-

H.2. Commission
Any new decision. to be taken is examined with regard to its financial impli-
cations; from this angle, each proposed regulation, whether for the Guarantee
Section or for the Guidance Section, is accompanied by a "financial statement",

whether it be a Council or Commission regulation.

After each‘year, the Commission's staff carries out .general verification of

the expenditure claimed by the Member States. This opération leads, according
to procedures which will be described in another part of this brochure (cf.

p. 45), to accounts cleafance decisions adopted by the Commission, which
constitute, for the EAGGF Guarantee Section, official cloéure of the accounts
for the relevant year. A similar system is operated for food aid expenditure.

For the EAGGF Guidance Secgion, official closure of the accounts. is effected by
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the Commission's decisions to reimburse sums to the Member States, taken

annually in respect of the various structural schemes.

H;B. Budgetary authority
The budgetary authority is the Council and Parliament acting together. It is
not énly responsible for the establishment and the. adoption of the budgety and
accordingly, for the creation of available appropriations (Pafliament, in
particular,'being responsible, through the signature of its President, for
final adoption), but it also verifies, at the end of the year, the proper exe-

cution of the budget, in particular through its annual discharge procedure.

Because of the scale of Community financing, the Council and Parliament must be
kept regularly informed of developments. Information takes the form of finan-
cial reports submitted annually by the Commission on the operation of the EAGGF
during the year elapsed, and in particuiar on developments with regard to its
expenditure, their nature and the way in which Community financing is carried
out. So far, 15 reports have been submitted, the last dated 24 July and 19
November 1986, concerning 1985.l ‘Additional information is provided during
the year by a large number of regﬁlar communications, taking various forms.
After the completion of each year, Parliament reviews thekexecution of the
budget, in particulaf on the basis of the annual report from the Community's
Courf‘dkauditors. It takes a decision with regard to the diécharge to be
given to the Commission, in principle by 30 April of the second year following
the relevant year, on the execution of the budget as a whole, and, on this
occasion, makes observations and expresses desiderata for present and future

management .

H.4. Court of Auditors

Set up by the Treaty of Brussels of 20 July 1975, the Court of Auditors Began
work on 1| July: 1977 as the agency responsible for the external review of the
general budget of the Community. Internal review remains, as in the past, the

responsibility of each institution's Financial Controller.

1 COM(86) 407 final (Guidance Section). #
2 CoM(86) 631 final (Guarantee Section amdFood Aid).
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The Court of Auditors, some of whose responsibilities are comparable to those

of the Government audit authorities, with which it cooperates, reviews all

the Community's revenues and expenditures, considers their legality and proper
execution and verifieé the management of thé budgetary appropriations. It

can extend its investigations in the Member States in respect of operations-

that are carried out on behalf of the Community. It prESents an annuél report
established after the completion of each budget year, which is published in the
Official Journal of the European Coﬁmunities, with the Community institutions'
replies. The .Court may also express views at any time - which means after

the closure of the year as well as before - on particular points, and review

or carry out a specific analysis of operations not yet completed. For this
purpose, it presents special reports dealing with specific subjects, e.g. -

for the Guarantee Section - the special report on the operation of the sheepmeat
market orgahization| and the special report on the olive o0il market organiza-
tion,2 and, for the Guidance Section, the special reportvconcerning the imple-
ﬁentation of Council Directive 75/268/EEC on mountain and hill farming and
farming in certain less-favoured areas.3 ' The procedure for these reports is now
similar to that for the annual reports. The Court also makes special studies on

a larger scale and of political character wherever this may prove necessary.

Thus, it published a report on Community finance at the request of the European
Council held in Stuttgart on 18 June 1983; this review of the proper financial
management of the Community's activities included a general analysis of the

financing of the common agricultural policy.

Under the Rome Treaties (Article 209 EEC and Article 183 EAEC), the Council must
consult the Court before adopting decisions on Commission proposals concerning
financial regulations, methods of collecting revenues or covering cash require-
ments, and organization of the responsibility of authorizing officers and
accounting officers (compulsory consultation). For propbsals lying outside
this framework but which may have budgetary aspects, reference to the Court may
be recommended to the Council. The Director-General or the department respon-
sible for the Commission's proposal states the reasons why it feels this recom—
mendation is justified; the Commission decides case by case (optional consulta-

tion).

1 0J C 234, 4 September 1984
2 0J C 134, 3 June 1985.
3 0J C 358, 31 December 1980.

4
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In view of the growing scale of appropriations utilized by the EAGGF, the

Court is giving special attention to expenditure in the agricultural area.




Part T

GUARANTEE  SECTION

Financing of the expenditure under

the market organizations




20

A. NATURE OF EXPENDITURE FINANCED BY THE GUARANTEE SECTION

Article 1(2) of Council Regulation (EEC) No 729/70 on the financing of the
common agricultural policy Stipulates that the Guarantee Section must finance
refunds on exports to non-member countries and intervention operatiéns carried

out for the stabilization of the agricultural markets.

The scope of Community financing was extended to the monetary compensatory
amoun;s (MCA) on | July 1972 for MCAs paid in trade with non-member countries
and ranking as export refunds, and, on 1 Jéndary 1973, for those charged or

PR . ) . . 1
paid in trade between the Member States, ranking as intervention operations.

Pursuant to the various acts of accession, the accession compensatory amounts
(ACA), paid for limited periods in respect of trade between the Member States
and the new members - United Kingdom, Ireland, Denmark in 1973, Greece in 1981,

Spain and Portugal in 1986 - are also financed by the EAGGF Guarantee Section.

Al. Refunds on exports to non-member countries

The purpose of the refunds on exports to non-member countries is to enable
Community agricultural products to be sold on world markets by bridging the
difference between world market prices and Community market prices. The
Community enables operators to sell basic or processed products on outside
markets by placing them on an equal footing as regards the terms offered by
non-member countries for international transactions. The refund rates can
be differentiated depénding on what country the products are being exported
to. Refunds are financed by the EAGGF and paid by the Member State from

which the merchandise is cleared for export.

In respect of this type of expenditure, it should also be mentioned that the
EAGGF contributes to the Community's food aid schemes for developing coun-
tries in the form of food gifts. Other expenditure relating to these deli-

veries is covered by the Community budget under the heading for cooperation

1 Article 7 of Regulation (EEC) No 974/71 (0J No L 106, 12 May 1971), repealed
and replaced by Article 13 of Regulation (EEC) No 1677/85 (0J No L 164,
24 June 1985).
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;expenditu;e (cf. also the Chapter on "Food aid", pp. 56 to 58).

Wheré, for a given product, world market pricés are running higher than those
on the Commuuity market - uhis happenedbfor sugar in 1974/75 - Europeankprof
ducers may be iempted fo expétt their products rather than selling them on the
Community market, thus dépriving the, latter of supplies. To prevent this, a
system of export levies, offsetting the price difference, can be- applled.

The revenue from these levies is not deducted from the: refunds but, for
financing purposes, is deemed to. have accrued to the Community as its own

resources.

A2. Intervention on the internal market

The puruose of intervention on the internal market is to ensure adequate
incomes for farmers earned from their production, by cushioning the impact of
market fluctuations and guaranteeing minimum prices, and to ensure uninterrup-
ted supplies for consumers. Intervention thus helps to stabilize the opera-

tion of the agricultural markets.

Depending on the methods of Community f1nanc1ng, there are two types of inter-

vent 1011 :

(a) intervention under which, througﬁ‘a market organization, an amount per
unit is fixed (e.g. production aid x ECU/IQO kg), the resulting expendi-
ture being entirely covered by Community financing.l The various produc—
tion or processing aids and premiums are of this kind (production aids,
e;g. for oilseeds, olive oil, tubacco; aids to processing or withdrawal
of products - e.g. distillation of wine); k

(b)  intervention for which no specific amouﬁt per unit has been sef under a-
market organization.2 This is public interuention taking the form of
buying-in, intake, storage, processing and subsequent disposal of products

“bought in; the Member States' 1ntervent10n agencies must buy in, at the
prices set by the reguiations governing the market organlzatxoﬁ,'all

merchandise offered to them.

1 "First category" intervention.
2 "Second category" intervention.
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All chese public intervention operations entail costs which the EAGGF
Guarantee Section finances on a lump-sum basis in all the Member States,

1
according to certain specxflc rules. .

A3.  Compensatory amounts

The: arrangement for compensatory amounts is a temporary scheme designed to
~underpin. the operation of the agricultural market set up under the common
agricultufa} policy; in paf;icular, it enables the principle of singie prices
to be cemplied/with, and, consequently, intra- and extra-Community agficultural

trade to be maintained.
There are two kinds of compensatory amount:

- the accession compensatory amoents‘(ACA) designed to bridge/differehces

between the prices in the old Member States and in the new Member States
until the end offtrensitionalyperiods enabling the latter to align their:
prices gradually on Communitykprices.' First,iniroduced on 1 Januer§v1973
until 31 December 1977, when the United Kingdom, Denmark and Irelandfjoined,
they were used againbfroﬁ 1 January 1981 onwards, when Greece jeined the
Communlty, for a tran31t10nal period whlch ended on 31 December 1985. Now 
‘that Spain and Portugal have JOlned access1on compensatory amounts are
‘agaln belng used, from | March 1986 for a tran51tlona1 period of not more
than 10 years.

- the monetary compensatory amounts (MCA) served to temper the impact on agri-

cultural trade of exchange rate changes which would otherwise force up or
depress the common prices when they are expressed in nmational currencies.
They make it p0531b1e for trade to contlnue -according to the Community regu-
latlons. The monetary compensatory amounts were instituted following
divergent alterations in exchange rates which begen in the Community in 1969
" when the French franc was devalued and the German mark wae'revalued at the
ksame time. = The amounts are called "posi;ive“ when they relate to a Member
State the currency of ﬁhich has appreciated, aﬁd "negative" when they relate

to a Member State the currency of which has depreciated. The "positive"

1" Articles. 4 to 8 of Regulation (EEC) No 1883/78 (0J No L 216, 5 August 1978)
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MCAs are paid on exports of merchandise and charged on imports, while the
"negative" MCAs are charged on exports and paid out on imports of -agricultural

products.

Since 1984, the chaﬁges made from time to time in the currency parities under
the European Monetary System (EMS) have no longer entailed the creation. of
positivé MCAs, but oﬁly the introduction or increase in negative MCAs. These
MCAs are then scaled down, generally on the occasion of the annual price re-
views. The monetary compensatory amounts, which are shown separately in the
EAGGF Guarantee Section accounts, have entailed expenditure félling from 989
million ECU in 1977 tb 376 million ECU in 1984 and 190 million ECU in 1985;
the estimate for 1986 is about 434 million ECU.l

| For'more details concerning the.origin and operation of the MCAs, see
Information Memo P 44, July 1982, released by the Spokesman's Group,
entitled "A History of the Monmetary Compensatory Amounts".
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B. FINANCIAL RESULTS FROM 1979 TO 1985
Bl. Overall trends

As the table below shows, toﬁal EAGGF gharanfeé:expenditure rose from
10 400 million ECU in 1979 to 19 700 millioh ECU in 1985. Annual growth
rates varied very widely from year to year. A drive to adjust policy on
markets, and ensure rigour in management has enabled the usual rate of
1ncrease to be effect1ve1y curbed in certaln years. These efforts,
however, have been counterbalanced by a sharp increase in Community costs
resultlng from a combination of various factors: unfavourable situation
due tothe decline in world prices, slack consumption because of the>genera1f
world ecenomic crisis, and an increase in production whichf'ZOmbined‘with,
a decline of exports, has meant more intervention and mounting stocks.
N
Table No 5

Overall development of EAGGF guarantee expenditure

Year Total expendithrel - Annual growth rate
(m ECU) (%)

1979 10,440.7

1980 11,314.9 B : 8.4
1981 10,980.2 * : : -3.0
1982 - 12,405.6 13.0
1983 15,811.6 27.5
1984 . 18,346.4 16.0
1985 19,744.2 7.6

(1) " Including expenditure reductions resulting from sums released on
clearance of the accounts of previous years.

Changes in the shares of EAGGF gross overall expenditure in the total budget
have been examined above (p. 5), and a comparison can now also be made

between total EAGGF guarantee expenditure and the most significant economic

‘indicator, the Community's gross domestic product (GDP) at market prices.

The table below éhows that in ecohomic terms EAGGF guarantee expenditure

represents only a relatively light charge on the Communif}'s gross domestic -
product. For gross expenditure, the EAGGF guarantee share in GDP, starting
at 0.59 % in 1979, reached 0.66 Z in 1985, having declined in- 1980 and 1981.

As for net expenditure, i.e. after deduction of accruals from agriculﬁure,.
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the corresponding rate was.0.59 % in 1985, compared with 0.47 % in 1979
and 1980 and 0.42 % in 1981 and 1982,

Table No 6

Total cost of the Guarantee Section as a proportion

of gross domestic product

EAGGF guarantee expendi-=

| Year Gross -domestic product | EAGGF guarantee expen-—
ture ('000 m ECU) of the Community at. diture as % of EEC
- ] market prices gross:domestic product
Gross | Minus accruals ('000 m ECU) -
(source: CRONOS) Gross | Net
a b e d e=100 b/d |£=100 ¢/d
1979 10.440 8.297 1,771.2 0.59 0.47
1980 11.315 9.313 1,997.5 0.57 . 0.47
1981 10.980 9.233 2,220.9 .0.49 0.42
1982 . 12.406 10.178 2,421.3 0.51 . 0.42
1983 15.812 13.517 2.593.1 0.61 0.52
1984 18.346 ¢ ©15.910 2,776.2 0.66 : 0.57
1985 19.744 17.565 2,975.1 (*) 0.66 . 0.59

1 see pp. 4 and 5. :

* provisional

B2. Expenditure for individual products

(see’ Tables Nos 7 and 8 below)

I. -Analysis of expenditure by individual product shows that in 1985 milk and

meat products accounted for by far the greatest share of Community market

support costs, at nearly one-third of overall expenditure. Next came beef/

veal, and then, each with about one-tenth of Community expenditure, cereals

and sugar.

A review of changes in Community expenditure by individual product for

1979-1985 is also very instructive: for the products mentioned above, it

is found that:

- for milk products, there was a substantial decline, from ﬁearly half;theb

by a modest increase thereafter.

EAGGF guarantee expenditﬁre in 1979 to just under 27 % in 1982, followed
Until 1982, the situation was the
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result of a slower increase in milk productgpn and high world market
prices; since 1983, the sharp increase ln‘mllk production unt11 the milk
quotas were introduced,; less favourable conditions on the world market

and an increase in public stocks ot butter and skimmed-milk powder

boosted expendlture despite the revenues from the coresponsibility 1ev1es,

B

without these 1ev1es, costs would have been even hlgher,

for/cereals, a very sharp ‘decline between~l983 and 1984, following a
ﬁérlod of relative stablllty, with a recovery -in 1985. - This contraction
in expenditure was largely due to a sharp narrowing of the gap between
world prices and Community'prices,as the dollar rose tépidly in v&lue'
during the period conceined; however, the sitﬁapion was reversed in 1985

as the dollar fell back again and world market prices declined;

for beef/veal, a cyclical movement peaked out ‘in 1979 and in 1982 and\
bottomed out in 1981 and 1985. The increase in expenditure in 1984 and
1985 was .a result of an increase in production, as a consequence in par--

ticular, of the introduction of the milk quotas;

for fruit and vegetables, a slow but fairly steady increase~iﬁ expenditure
until 1984: whilerspending on fresh fruit and vegetables fell as a result
" of fewer w1thdrawals, partlcularly of citrus fruit and pears (desplte an
-increase in 1ntervent10n 1n 1985 for tomatoes), there was, on the other
‘hand, for processed fruit and vegetables a sharp increase, mainly on
production aids for processed tomatoes, and, to’é 1es§er degree, because

of action taken to support dried grapes and dried figs.

Among the.-other products, wine increased substantially its share in Comfnunity

expenditure, risingvfrom'O.G % in 1979 to néarly 7% in,1984; in I985,;ﬁggeve:,

expenditure declined slightly. - The shares accounted for by tobacco, oilseeds

_and protein plénts,~whi¢h'cost relatively little, did increase féiriy steadily.

over the years.




_Table ‘No 7

EAGGF GUARANTEE EXPENDITURE BY INDIVIDUAL PRODUCTSl

. (m ECU, %)
Product HI 1979 : .. 1980 s 1981 . : 1982 X 1983 H 1984 : 1985 :
| _ . :mECU ;. % ymECU .: % m&ECU,: ¢ :mBCU . % +mECU : % ; mECU_: % ;mECU .. & :
\ \ N Cereals :1.563,7 : 15,0 :1,669.0 ¢ 14,8 :1.921,4 : 17,2 :1.824,5 : 14,7 :2.441,2 : 15,3 '1 650,0 = 9.0': 2,310,2: 11,7:
I ! Rice : H 42,9 : 0,4 : 58,7 ¢ 0,5 21,7 2 0,2 : 50,3 : 0,4 : 92,9 : 0,6 : 47,8 : 0,3 : 50,1:  0,3:
Sugar : 939,8: 9,0 : 575,2: 5,1 : 767,5: 6,9 :1.241,9 : 10,0 :1.316,2 : 8,3 :1.631,5 : 8,9 : 1,804,5: 9,1:
Olive oil :.388,2 : 3,7 : '317,9 : 2,8 : 442,7 : 4,0 : 493,1: 4,0: 675,3 : 4,3 :1.096,4 :5,9 : 692,2: °3,5:
Oilseeds : 217,8°: 2,0 : .369,4 : 3,3 : 582,7 : 5,2: 720,7 : 5,8 : 945,6 : 5,9 : 655,6 : 3,6 : 1.110,6: 5,6¢
Protein plants ¢, 61,9: 0,6 : 60,5 : 0,5 : 65,5 : 0,6 : 82,8 : 0,7 : 142,3 : 0,9 : 215,6 : 1,2 : 372,5: 1,9:
Fibre plants and s : 2 H H i : R : o H : : T :
silkworms : 18,1 : 0,2:: 17,2.: 0,2 : 72,3 : 0,7 : 116,4 : 0,9 :° 160,0 :- 1,0 : '108,0 : 0,6 : ' 240,7: 1,2:
Fruit and vegetables : 442,9 : 4,2 : 687,3 : 6,1 : 641,1 : 5,8 : 914,3 : 7,4 :1.196,1 : 7,5 :1.454,6 : 7,9 : 1.230,7: 6,2:
Winé H 61,9 : 0,6 : 299,5: 2,6 : 459,4 : 4,1 : 570,6 :-4,6: 659,2 : -4,1 :1.222,6 : 6,6 : 921,4: 4,7:
Tobacco ‘ 225,64 : 2,2 : °309,3 : 2,7 : 361,8: 3,2: 622,6 : 5,0 : 671,3 : 4,2 : 776,4 1 4,2 : 862,9: 4,3:
Other products : 40,2 : 0,3°: 38,2: 0,3: 46,7 2. 0,4-: 53,4 :. 0,4 : 55,6 : 0,3 : - 51,5 : 0,3 : 54,7: 0,3:
Milk products : . :4.527,5 : 43,4 :4.752,0 : 42,0 :3.342,7 :-30,0 :3,327,7 : 26,9 :4.396,1 : 27,6 :5.441,7 :29,6 : 5.933,2: 29,9:
Beef/veal ' : 748,2 : 7,2 :1.363,3 : 12,0 :1.436,9 : 12,9 :1.158,6 : 9,3 :1.736,5 : 10,9 :2(506,8 :13,9 : 2.745,7: 13,8:
Sheepmeat and goatmeat : - : -t 53,5 : 0,5 : 191,5: 1,7 : 251,7 : 2,0: 305,6 : 1,9 : 433,5 :2,3: 502,4:  2,5:
Pigmeat ¢ 104,9 : 1,0 : 115,6 : 1,0 : 154,6 : 1,4 : 111,6 : 0,9 : 145,0 : 0,9 :  195,9 11,1 165,3: 0,8:
Eggs and poultry : 79,5 :+ 0,8 : 85,5: 0,8 : 83,9 : 0,8:,103,9: 0,8: 123,3 : 0,8 : 69,8 : 0,4 63,2: 0,3:
Non-Annex~-II products . : 252,2 : 2,4 : 221,3: 2,0 : 282,4 : 2,5: 414,4 : 3,4 : 343,2 : 2,2 : 382,4 : 2,1 : 440,9: 2,2:
Fisheries - ¢ 17,0: 0,2:  23,0: 0,2: 28,0: 0,3: 34,0: 0,3: 25,7 : 0,2.: 15,6 : 0,1 16,1: 0,1:
éYgal agrlcultural expen-:9,732,1 : 93,2 :11.016,4: 97,4 :10.902,8: 97,9 :12,092,5: 97,5 :15.@31,1: 96,9 :17.995,7:98,0 .19 517 4. 98,4:
Accession compensatory . N : : : K : ) : . : K . : .
amounts ; X . St g : s 00 035 . 0.3 : 0.2: :
Monetary compensatory e 9:2 ; 2.9 i R 0'1: 9.2 . \Q,b: 99 : 0'3: 959 R 0.3; 0?0 : 9’2: 0.0:
[ emounts 708,4 : 6,8 :  298,5: 2,6 i 2383 2,1: 312,7: 2,5 488,3: 3.1: 375,9: 2,0 : 189,6: 0,9:

Gomm + compens meagures

. . . B .

- 136,4:

TOTAL EAGGF GUARANTEE
EXPENDITURE

10. 440 7 100 0

'11 314 9: 100 0 :11.141,2:100,0 :12.405,6:100,0 :15.919,7:100,0
: 2 £10.980,2 (2) : :15.811,6(2)

118, 371 9:100,0:19.843,4:100,

Slele
ON@

:18.346,4(2) 219.744,2(2) H

Article 97 of the Financial Regulation,

2 Allowing for expenditure reductions following clearance of accounts. ; .

1 The expenditure is drawn from the Member States' declarations under the advance payments system and shown by year according to

— 6 —
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Table No 8

"RELATIVE CHANGES IN EAGGF GUARANTEE EXPENDITURE
FOR THE MAIN PRODUCTS

(%)
30
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B3. Breakdown of expenditure by product, according to the

economic nature of the measures

Tables No 9 and No 10 show, respectively, the breakdown of expenditure according

to the economic nature of the measures for 1985, and changes in this type of

expenditure, overall, for 1979-1985.

The breakdown by economic nature can only be a general guide because the budget

nomenclature classifies expenditure according to legal basis and the legal basis

may not coincide with the economic nature.

1.

In 1985 payments on refunds on exports to non-member countries represented
a little more than one-third of total expenditure for the year, the greatest
share being accounted for by milk products (10 Z), followed by sugar (7 %)
and beef/veal (7 %).

Intervention mobilized nearly two-thirds of Community. financing. It is
broken down into public or private storage aids, withdrawals and similar
operations, price-compensating aids, which are in fact aids for the internal

market, and guidance premiums.

The price-compensating aids remain the main type of intervention. This

heading includes aids granted to processors and consumers on the internal
market of the Community, which are paid to ensure that the prices charged
to consumers compete with those for products imported from non-member
countries; there are three main classes - production aids, consumption aids

and processing aids.

The main products supported by price-compensating aids in ‘1985 were meat

products, oilseeds, fruit and vegetables, and tobacco. Production aids

‘'went mainly to olive oil, oilseeds (rape and sunflower), protein plants

(peas and field beans, dried fodder), tobacco, wine, sheepmeat and beef/veal,

cereals and rice, and cotton.
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Table No 9: BREAKDOWN OF EXPENDITURE BY SECTOR ACCORDING TO THE ECONOMIC NATURE OF THE MEASURES - 1985 °

(m_ ECU)
H H 1 Breakdown according to economic nature of the measures .
) : Total : Export : Intervention :
PRODUCT . :  expenditure : refunds : : Withdrawals : Price : Guidance 5 :
: : g Storage : and similar : compensating: premiums :  Total :
; . : $ : 1) : operatiéns : aids. : : :
i 1 i 2 =3+8 3 H 4 H 5 : 6 : 1 : 8=44546+4].
Cereals : 2.310,2 : 1.076,7 H 751,8 : - B 481,7 (2): - 3 1.233,5 :
Rice : 50,1 : 36,6 3 - : - H 13,5 : - : 13,5 :
Sugar + 1.804,5 ¢ 1.352,8 : 440,1 (3): - : 11,6 : - : 451,7
Olive oil H . 692,2 : 19,2 H 5,2 H - H 667,8 : - H 673,00 :
Oilseeds, of which ¢ 1.110,6 H 3,4 H - 0,5 : - H 1.107,7 H - : 1.107,2 s
- rape, sunflower b 986,2 3 3,4 s - 0,5 $ - : 983,3 H - : 982,8 :
Protein plants, of which: . : 372,5 - : - : - : 372,5 : - : 372,5
- peas and field beans : 255,5 . - H - H - : -255,5 ) - : 255,5
- dried fodder : 116,9 3 - : - : - : 116,9 : = : 116,9
Fibre plants, of which s 240,6 : - : - : - : 240,6 : - : 240,6 :
~ hemp and flax : 27,2 H - : = : - : 27,2 : - : 27,2
= cotton $ 212,7 g - s - $ - : 212,7 : - : 212,7 :
- silkworms : 0,7 H - : - : - : 0,7 : - : 0,7 :
Fruit and vegetables : . 1.230,7 : 74,5 : - : 213,4 t . 942,8 (4): = : 1.156,2
Wine 5 921,4 : 18,9 : 89,6 H 599,0 (5): 213,9 (6): - : 902,5 :
Tobacco . : 862,9 : 32,0 : 11,9 : - : 819,0  : - : 830,9
O‘ther products, of which: ., 54,6 s - s = . - : 54,6 . - . 54,6 :
- seeds : 46,4 : - : - : - : 46,4 : - : 46,4
: ~ hops : 8,2 < : = : L : 8,2 - : 8,2
: - beekeeping : p.m. : - : = : - 3 p.m. : - : p.m. :
: Milk and milk products : 5.933,2  :  2.028,2 T 1.972,8 @ - : o 1.891,0 (7): 41,2 (8): 3.905,0 :
: of which: s ) : : s : : : : :
: — skimmed milk :2.815,1 408,0  : 580,0 (9): - : 0 1.827,1 - : 2.407,2
¢ - butter : 2.345,2 H 616,4 H 1.325,8 : - : 403,0 H - H 1.728,8 :
: Beef/veal H 2.745,8 H 1.338,6 : 1.094,1 : - : 196,5 H 116,6(10): 1.407,1 g
: Sheepmeat and goatmeat : 502,4 : - : - : - : 502,4 3 - H 502,4
: Pigmeat H 165,4 : 102,9 H 62,5 : - : - B - H 62,5 H
: Eggs and poultry : 63,2 : 63,2 ' B : - : - : - : - :
¢+ Non-Annex II products : 440,8 3 440,8 : - 3 - : - : - : - :
; Fisheries : 16,1 : -0,1 : - : 16,2 : - : - : 16,2
+ Sub-total + 19.517,2 t 6.587,7 : 4.427,5 : 828,6 :  7.515,6 : 157,8 : 12.929,5
: % . H 100,0 B 33,8 H 22,7 : 4,2 H 38,5 : 0,8 : 66,2 :
: Compensatory amounts ' 189,8 : 128,4 : - : - : 61,4 : - : 61,4
: TOTAL : 19.707,0 ¢ 6.716,1 : 4.427,5 : 828,6 H 7.577,0 H 157,8 : 12.990,9 :
HI : 100,0 : 34,1 3 22,4 : 4,2 H 38,5 3 0,8 : 65,9 :




Notes concerniﬁg Table No 9
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8
9

10. Calf premiums promoting herd reconstitution.

Private and public stofage

Including production refunds (processing of cereals and potatoes into starch) (180.8 m ECU) and durum wheat aid

. (242.5 m ECU).

Reimbursement of private storage costs.

Promotion (25.5 m ECU) and processing (100 0 m ECU) of Commun1ty citrus fruit plus intervention for processed
products (817.3. m ECU).

Distillation (599.0 m ECU).

'Aid to relocation (storage) of table wines (12.3 m ECU) and aid to concentrated must (148.2 m ECU).

This amount includes linear and supplementary coresponsibility levies (637.3 m ECU).
Milk non—marketlng and dairy herd conversion premiums.

Of ‘which, 573.0 m ECU for skimmed-milk powder for pig- and poultry—feed.

— ¢ —



Expenditure by pioduct

- §l‘able No 10

according to the economic nature of the measures (m ECU)

3 s : : : : s : : s : : : [ 2
3 T 1979 .+ %+ 1980 :+ % : 1981 : % : 192 :+ % : 1983 % i 1984 % : 1985 : % :
£ . : : s : s O)e [ Yoy () : [N : (62 LI
: Total expenditure : : : s H s s : ' [ Lo : R
K] (including CAs) + 10.440,7 :100,0 : 11.314,9 :100,0 : 11.141,2 :100,0 : 12.405,6 :100,0 : 15.919,7 :400,0 : 18.371,9 :100,0 : 19.707,0 :100,0 :
H H et H ’ H HE H 3 S H H H $ H 3
H e § k) t s 1 + : : s 3 : : 3 g
: Refunds (R) 1 A4.981,8 : 47,7 : 5.695,0 : 50,3 : 5.208,6 : 46,8 : 5.053,7 : 40,8 : 5.559,7 : 35,0 : 6.619,1 : 36,0 : 6.716,1 : 34,1 :
¢ Intervention (I) ° ¢ 5.,458,9 : 52,3 : 5.619,9 : 49,7 : 5.932,6 : 53,2 :+ 7.351,9 : 59,2 : 10.360,0 : 65,0 : 11.752,8 : 64,0 : 12.990,9 : 65,9 :
s i K IR : : : R B : ot s : s s :
H : X : . s g 3 $ H $ X : H . : i : : :
+ Cereals (excl. rice) ': 1.563,7 + 15,00: 1.669,0 : 14,8 : 1.921,4 : 17,2 : 1.824,5 : 14,7 : 2.441,2 : 15,3 + 1.650,0 : 9,0 : 2.310,2 : |1,7 :
t R cr 1.184,7 5 11,4 1.174,7 : 10,4 : 1.206,3 : 10,8 : 1.064,9 :. 8,6 : 1.525,0 : 9,6+  918,3: 50: 1.076,7 : 55 :
H i : 379,0 : 3,6 : 494,3: 4,4 : 15,1 ¢ 6,4 ¢ 759,6 + 6,1 ¢ 916,2 ¢ 5,7 ¢ 731,7: 4,0+ 1.233,5: 6,2 :
+ Sugar H 939,8 : 9,0 : 575,2: 5,1 : 767,5: 6,9 ¢ 1.241,9 : 10,0 : 1.316,2: 8,3: 1.631,5: 8,9 : 1.804,5 : 9,2 :
s R s 685,13 6,6 : 286,2: 2,5: 409,2: 3,7: .744,0: 6,0 758,1 : 4,8: 1.190,0: 6,5 : 1.352,8: 6,9:
B I H 254,7 ¢ 2,4 : 289,0 : 2,6 : 358,3 : 3,2 : 497,9 : 4,0 : 558,1 : 3,5 : 441,5 :. 2,4 : 451,77 : 2,3 :
t Fruit and vegetables . 442,9: 4,2: 687,3: 6,1 : 641,01 :+ 58: 9143 : 7,4 1.19,1 : 7,5: 1.454,6': 7,9 : 1.230,7 : 6,3 :
] R RN § 34,5 : 0,3 41,3 : 0,8 : 42,8 : 0,4: 59,5 : 0,5 : 58,1 :.°0,4 ¢ 58,6 : 0,3 : 74,5 : 0,4 :
[ 1 + 408,4: 3,9: 646,0: 5,7:  598,3: 54: 854,8: 69: 1.1380: 7,1 : 1.396,0: 7,6 : 1.156,2: 5,9 :
+ Milk and milk products ; 4.,527,5 : 43,4 : 4.752,0 : 42,0 : 3.382,7 : 30,0 : 3.327,7 : 26,8 : 4.396,1 : 27,6 : 5.441,7 : 29,6 : 5.933,2 : 30,1 :
s R s 2.087,9 : 20,0 : 2.745,9 : 24,3 : 1.886,3 : 16,9 : ~1.521,3 : 12,3 : 1.326,8 : 8,3: 1.943,4 : 10,6 : 2.028,2 : 10,3 :
s ! s 2.439,6 :.23,4 : 2.006,! : 17,7 : 1.456,4 : 13,1 ¢+ -1.806,4 : 14,5 : 3.069,3 : 19,3 : 3.498,3: 19,0 : 3.905,0 : 19,8 :
+ Beef/veal : 748,2 ¢ 7,2 : 1.363,3: 12,0 + 1.436,9 : 12,9 : 1.198,6 : 9,3 : 1.736,5 : 10,9 : 2.546,8 : 13,9 : 2.745,8 : 13,9 :
K] R s 270,2 : 2,6 : 715,5 ¢+ 6,3 ¢ 825,2 : 7,4: 643,5 : 5,2 : 828,2 : 5,2 : 1.392,7: 7,6 : 1.338,6 : 6,8 :
3 ' ¢ 478,0 : 4,6 : 647,8 : 5,7 : 611,7:: 5,5 515,1 : 4,1 : 908,3 : 5,7 l.|54,|': 6,3 : 1.407,2 : 7,1 :
¢ Other products s 2.,218,6 : 21,2 : 2.268,1 : 20,0 : 3.031,6 : 27,2 ¢+ 3.938,6 : 31,8 : 4.833,6 : 30,4 : 5.647,3 : 30,7 : 5.682,6 : 28,8 :
H R : 719,4 : 6,8 : 31,48: 6,4 8%,8: 7,6 : 1.0205: 6,2 : 1.063,5: 6,7 : 1.116,1 : 6,1 : 8453 : 4,3 :
H 1 : 1.499,2 : 14,4 3 1.536,7 : 13,6 : 2.192,8 : 19,6 : 2.918,1 : 23,6 : 3.770,1 : 23,7 : 4.531,2 : 24,6 : 4.837,3 : 24,5 :
H H H i H H a H H s H H 5. H H H H

(x) Not

including the results of accounts clearance or of Commdnity,

compensation measures.

B
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On the other hand, processing aids go mainly to milk products and fruit and

vegetables, and, to a lesser extent, cereals.

The guidance premiums, which.are meant to guide production directly, concerned

only milk products and beef/veal (e.g. premiums for cessation of dairy farming,

suckler cow premiums,.etc.){

Intervention concerning withdrawals from the market and similar operations

concern wine, fruit and vegetables and fisheries.

Intervention concerning storagebcovers both private storage costs and public
storage costs, including the cost of special disposal schemes. The storage
of agricultural products is a relatively heavy item for the Community,
representing in 1985 more than 227 of total EAGGF guarantee expenditure.
The product costing the Community most is milk, because of the surpluses of

butter and skimmed-milk powder, with, well behind, beef/veal, cereals and

“olive oil.| " The total value of products bought in and in store in the

Community at the end of 1985 was about 10 500 million ECU. Ample appropria-

tions will be needed to ensure their financing and disposal in coming years.

Unlike other intervention measures, the cost of intervention operations in
the form of storage is defrayed initially by the Member States, the EAGGF
being involved qnly later, to reimburse technical and financial costs on a
flat-rate basis plus any losses on sales. Public storage costs, which in
1985 accounted for more than three—quarters of the expenditure incurred for
this type of intervention, comprised technical costs (intake, storage pro-
per, withdrawal, processing), financing costs (interest on the national
funds immobilized), and losses suffered or profits made on the sale of goods
stocked (including price reductions for special disposal schemes). The
Member States' intervention agencies buy in and sell the intervention pro-
ducts ‘and, for this purpose, borrow in their own countries the funds needed,

the cost of which can vary very widely from one Member State to another.

In view of the budgetary difficulties, the Council has adopted Regulation
(EEC) No 1334/862, which authorizes the Commission to finance during 1986,
1987 and 1988 interest costs and storage costs at a level below the repre-

sentative costs fixed on a flat-rate basis at Community level. This

| Costs of storing sugar are covered by special storage levies on.the refiners.
2 0J NoL 119, 8 May 1986



— 36 —

faéility was used by the Commission in May 1986, so that the Member States

must now defray part of these costs themselves.

- In order to provide a book value of the stocks of products bought in and,
from this, to be able to calculate intergst paid by the EAGGF for capital
immobilized for this purpose, a Communigy fegulation (Regulation (EEC) No
1883/78|) specifies that the Commission must establish at the end of the

 year the carfyover price to be referred to for the following year. Gene-
rally, th1s price is representatlve of the average buylng—ln price of the

merchandise durlng the year.

As stocks are often sold below cost,-orvbook value, the Commission has
authority to reducé, within'certain limits, the book value to bring it
closer to the real value, in the light of funds available. This operation,
known as "financial depreciatiqn of quantities of products in intervention
store at the end of the yeat", has been carried out three times - in 1978,
1981 and 1985. ’

On a proposal from the Commission, the Council adopted Regulation (EEC) No
964/86 rendering more flexible the f1nanc1al depreciation mechanisms to
enable the Commission to take advantage more easily of any opportunity for
aligning the book value, which is to some extent artificial, on the real
value and thus achieve interest charge savings. This regulation was imple-

mented for the first time in May 1986.

3. Changes in expenditure according to the economic nature of the measures

between 1979 and 1985 show that the share of export refunds, which, in 1979,

.accounted for a little less than half of total expenditure, was gradually
worked down to 34 Z in- 1985. At the same time, but conversely, interven-
tion, which accounted for 52.3 % of Community financing in 1979, rose to

nearly 66 7 in 1985.

Changes in the respective shares of export refunds and intervention in
total expenditure on the main agricultural products between 1979 and 1985

can be shown more clearly than in extensive text by the following Table No 11:

1 0J No L 216, 5 August 1978
2 0J No L 89, 4 April 1986




Table No 11

Export refunds and intervention as shares of total expenditure on the main products

I 1980 | 1981

I I rotal 1979 1982 | 1983 | 1984 |
| Products ! Expenditure
}, | b R_: I R ': I R : I R : I R_: s X

| 3 3 : : : :
| Cereals (excl. rice) | 100 | 76 : 24 37 59 :
| | fmssid g | 1emme |- : |
| Sugar | 100 73 27 | : 46| 60 : |
| | 1o e et |
| Fruit and vegetables | 100 7: 93| : 93 7 |
| | | tmmm—e | ] bt : |
| Milk products | 100 | 46 : 54 | : 44| 46 : |
| . | | tmmmm ] tmmmm | === : |
| Beef/veal | 100 | 36 : 64| : 43 | 56 : |
| N ] | 2 1 : | : |

R = refunds
I = interventions
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C. OPERATION OF COMMUNITY FINANCING OF THE GUARANTEE SECTION

Cl. Centralization of Community financing and

decentralization of individual payments

Centralization of Community financing was strengthened in 1971 when it was

agreed that the Community would no longer simply reimburse to the Member States

the costs the latter had defrayed, but would assume responsibility for the

cash flow of the national agencies responsible for making the payments.

This change thus consisted in an additional transfer. of responsibility from the

national budgets to the Community budget.

Disbursements on market support are techmically carried out by the Member
States' agencies, which are the links between the EAGGF and the farmers,
traders and manufacturers: as it would be quite impossible for the Commission
itself to carry out the formidable number of payments arising annually from
the common policy on the agricultural markets, the Commission relies upon the

existing national agencies, which must report their operations.

Subject to audit, the payments made by these agencies rank as payments coming
under the budget of the European Communities. Their verification and
recording in the Commission's accounts then follow the procedures implemented

and applicable for all Community expenditure.

While the Commission is thus responsible for the EAGGF's centralized opera-
tions, only the Member States, in practice, implement the schemes. financed by
this Fund. As a result, the work carried out by the national departments is

not only of the greatest importance but there is also a great deal of it.

The Member States's various national departments, and their paying agencies
and audit boards, must handle on a day-to-day basis operations running into
hundreds of thousands of items and involving the management of a large number
of intervention schemes, the payment of export refunds, the collection of

levies, etc. These agencies also have contacts with private individuals and
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firms engaged directly or indirectly in these operations, and they therefore

2 . : : . e . 1
contribute directly to financing and audit and verification measures.

Under Article 8 of Regulation (EEC) No 729/70, the Member States carry out this
work in accordance with national laws and regulations; the administrative
machinefy and procedures used may therefore vary from Member State to Member
State. The implementation and management of the schemes financed by the EAGGF
involves; at the level of each Mémber State, the mobilization of a large number
of departments and thousands of officials, and the use of the Member States'

own administrative machinery.

C2. The financial mechanisms of the Guarantee Section

The main features of the financial mechanisms of the Guarantee Section are:

1. the switch, on | January 1971, from a system of reimbursement to one of
direct financing;

2. a Community system of advance payments to the Member States, so that, since
1971, they have no longer had to finance Community expenditure in advance;

3. . the role, for the payments to beneficiaries (individuals or firms), of the
paying departments and agencies;

4. Commission decisions clearing regularly and definitively the Member States'
accounts, preceded by verification; the prevention and prosecution of

irregularities.

I. The switch from reimbursement to direct financing

From the time when Community financing started until the date of entry into
force of Regulation (EEC) No 729/70, i.e. from July 1962 to the end of 1970,
the financial operation of the Guarantee Section was bésed on the principle
of reimbursement to the Member States of expenditure eligible under this

Section. The Member States therefore had to provide the necessary appro-~

! In fact there is no legal link between the Community and a person entitled to
financing under the common agricultural policy, the link being between, the
person and the Member States responsible for the financing.
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priations in their own budgets, thereafter place the funds at the disposal of
their departments, and subsequently file reimbursement claims with the,Com-

mission.

On .1 January 1971, coinciding with the introduction of the syéteﬁfof Commu-—
nity own resources intended to cover all the expenditure from the Community
budget, Regulation (EEC) No 729/70 established a new arrangement qu1te

different from tﬁe;old one.

This traﬁsferred from the Member States to the Community the advance finan-
cing of expenditure on the agricdlturql markets, using a technique of
advance payments. The role of the budget of the European‘Cemmunities was
thus substantially enhanced because of the need te open -appropriations in.

advance.

The Communitj‘advance payments system

Under Regulation (EEC) No 729/70, introducing a defiﬁitiVe financing system,

a system of advance payments of funds was set.up, 1n1t1311y by Commission

.Regulation: (EEC) No 2697/70 later replaced by Regulatlon (EEC) No 380/78

which consolidated all the provisions adopted since the original regulation.

" Because of'the adjustments necessitated by changes that had occurred and
experience gained in subsequent years, the system was altered in 1983 by
Regulation (EEC) No 3184/83 and then in 1985 by Regulatlon (EEC) No 3462/

r85.4

’Article 4(2) of Regulation (EEC) No 729/70 lays down the principle that
"the Commission shall place at the disposal of the Member States tﬁe»appro—
priations neeessaty to enable the appointed departmenté'and agencies to
proceed, in accordance with Communlty rules ‘and national legislation, to

!

the payment of expendlture .«

SN —

0J No L 285, 31 December 1970.
0J No L 56, 27 February 1978

0J No L 320, 17 November 1983.
0J No L 332, 10 December 1985
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It is the Member State which decides on the distribution of the Community's

financial resources among the various paylng departments, but it must com—

“ply with certaln general crxterla. In exceptlonal c1rcumstances, the
KComm1551on has power to make an extraordlnary advance payment to a. Member

State.

The,member government plays a role of go-between between:the: Community and the

paying departments in this system; it thus assumes responsibility for appli-

cations for advance payments and for the distribution of the finds among the

paying departments. -

Close cooperation has been needed between the central governments, the
paying depertments - working under Community law - and the Commission._‘
The present system of advance payments does, however, have disadVantages
inherent in its _nature, reflected in rather cumbersome administration and a
perlod of uncertainty as to the use of approprlatlons towards the end of

the year. ' Because of these disadvantages, the Commission is study;ng the

possibility of bringing the present arrangements closer to a normal budgetary

procedure by a system of direct payments and accounting, requiring computeri-

zation of the links between the Commission and the Member States' paying

fdepartmen;s.

The paying departments or agencies

The present system of financing requires more and stronger links between
the Commission and the departments and agencies app01nted by the Member

States to pay EAGGF guarantee expendlture. Artlcle 4 of Regulatlon (EEC)

No 729/70 requires the Member States to notify the Comm1551on of the depart-

4ments it has decided to approve and to send to it 1nformat10n concernlng

their operatxon, in partlcular details of the administrative and accountlng
condltlons under whlch the payments are made, and reports and accounts

relating to such expenditure.

This clause gives the Community a watching brief over the work of the paying
departments and ‘agencies; this right is exercised in close cooperation with

the Member State responsible.
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The. paying departments are the basic administrative units responsible for
refund and intervention payments. These are the agencies normally keeping

the detailed files recognizing the rights of the beneficiaries.

They generally enjoy some financial independence, and, in many cases, farming

federation representatives are involved in varying degrees in their opera-

tion. The administrative structure of these departments varies from one
Member State to another. In France and in the Netherlands, the agencies
are specialized by market organization sector. In Germany and in Italy,

there is one department responsible for refunds and another for intervention;
for certain intervention expenditure, regional departments execute payments.
In Luxembourg, Ireland and Greece, all the payments are made directly by the
ministries of Agriculture, while in the United Kingdom and Denmark, these
ministries use special departments for this work. In Belgium, two agencies
are responsible respectively for the payment of refunds and intervention,
certain intervention operations in the dairy sector being executed by a

specialized agency.

At the end of 1985 the ten Member States had appointed 44 paying departments
or agencies; with the enlargement of the Community to include Spain and

Portugal, corresponding departments have been appointed in those countries.

The large number of departments responsible in various capacities for Commu-
nity financing does have disadvantages hampering the smooth management of

the Community's public finances.

Auditing, accounts clearance decisions, prevention and prosecution of

irregularities

General -

Under the common agricultural policy, and in particular the management of the
various EEC market organizations, the Community's legislating bodies (the
Council- and the Commission) adopt annuélly more than 3 000 instruments

(regulations and decisions) concerning mainly measures entailing expenditure.
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In different‘wafs depending on their administrative structures, the Member
States have empowered departments and institutions to pay the aids to the
-beneficiaries. More than 44 paying agencies are now working in the Member
States. The legal relations between the paying agencies and the benefi-
ciaries come under the national legislation of each Member State. But it
is the Commission which, when the accounts are cleared, adopts decisions
with regard to all the expenditure disbursed by the Member States during

a given budgetary year.

In this connection, the only key criterion consists in determining whether
this Member State has effected its expenditure in accordance with Community

law.

The Director-General of the Directorate-General for Agriculture (nG VI), as
authorizing officer for agricultural expenditure, uses the EAGGF directorate

for all audit tasks.

Expenditure by the Member States on behalf of the EAGGF Guarantee Section

is verified by two departments:

— the accounts clearance division,
and .
- the specialized department responsible for irregularities and special

controls.

Of their nature, the accounts clearance and irregularities and special
controls departments have to work very closely together. Their work is
organized in such a way that the former concentrates verification on the
Member States' paying agencies and the latter verifies beneficiaries

directly.

The two departments exchange information regularly, the accounts clearance
procedure being the instrument which, where appropriate, enables financial
sanctions to be applied to Member States failing to comply with their

obligations.




4.2 Audit of expenditure and accounte clearance de¢isions
The Member. States' formal returms detailing real expenditure carried out
_during the year are the baeis for the work on closing the accounts. - These N
returns are verified at the Member States' paylng agen01es by the Commls— '
" sion's staff on the basis of documentary evidence produced. The aims of
‘thls audit work are not only to compare the Member States returns with the
paying agencies' own books, but also toacheck, on the basis of individual’

payment files, ‘that Community law has been propeily applied.

A systems audit is also carried out, i.e. a critical analysis of the mana-
gement of Community funds and of national control mechanisms. - In this
context, the Comm1551on s inspectors examine the admlnlstratlve procedures
followed by the paying‘agencies: to ascertaln whether expendlture has actually
been carried out in accordance with Community law. If. verlflcatlon shows
that there are weaknesses in the paying agenc1es ' systems, these are reported
to the Member States concerned and proposals for 1mprovement are made. In
this way systems audit by the Commission contrlbutes to steady 1mprovement

in the management of expenditure and of the Member States' control mechanisms.

' The procedure for accounts clearance now used under Regulations (EEC) No
729/70 and 1723/72, which involves a large number of complex administrative
operations with a view to the formal clearance of the accounts, may be

described as follows'

- transmission by the;Member States of detailed returns concerning their
expeﬁditure chargeable to the EAGGF Guarantee Section, on the basis of
guiding principles communicated by the Commissiou's staff to the Member

) States to ensure. that the returns are presented in a uniform manner and that
they can be compared with each other'

-~ verification by the Comm1551on s staff ‘on the basis of documentary evi=
dence produced, of the Member States' returns;

L= verlfxcatlon by product and by type of expendlture, carried out on the
spot at the paying agencies;
D= establlshment of a control report by product and by paying agency;

- formal transmission of/the‘results of the control to the Member - States;
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- Member States' replies to observations made, accompanied, where appro-
priate, by documents and supplementary evidence;

- bilateral meetings ("dialogue") between the Commission staff and the
Member States to settle disputes outstanding and clarify positions;

- consultation between. the Commission's staff (EAGGF and divisions respon-—
sible for the various market organizations, Financial Control, Legal

: Service);

= drafting of a summary report giving the results of the verification and
proposals for accounts clearance decisions resulting therefrom;

- formal consultation of the EAGGF Committee on the draft decisions; with
explanatory memoranda, laid before the Commission; )

- formal Commission decisions on the iclearance of the accountsbby Member

‘State and by budgetary year.

In recent years, 'preventive controls" and interpretations of the regula-
tions giveﬂ.in response to requests from the Member States have acquired
growing importance: "Preventive control" means more active participation
by the audit departments in the preparaﬁion of regulations, and in particu-
lar of the Commission's implementing regulations. It consists in improving
the audit provisions laid down by these regulations and in simplifying and
wording more precisely these clauses in order to ensure, in a uniform and

unambiguous manner, practical application by the Member States.

The Commission's replies to the questions submitted by the Member States
concerning the proper interpretation of agricultural provisions felating to
expenditure are made afterkcareful consultation between the Commission's
responsible departments. It is true that they impose no legal obligation
on the Member State concerned, which - subject to review when the accounts
are clearéd‘- must.apply the Community rules in its own way, but they pro-
vide guidance as to the attitude the Commission will adopt when clearing
the accounts and thus forestall difficulties between the Commission and the

Member States.

To keep all the Member States informed, the EAGGF circulates. information
‘memoranda or provides, at management committee meetings, information on

the application of the regulations concerning the relevant pfoduct.
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The' accounts are cleared on the basis of cooperation with the departments
éoncerned, such as the divisions responsible for the management of the
agricultural markets, Financial Control and the Legal Service, and the
proceduré‘is subject to critical review by the Community's Court of Audi-
tors and Parliament. The Member States have the right to appeal to the
Court of Justice of the European Communities against the Commission's
formal decisions. The Member States avail themselves of this right .
-whenever they deem it appropriate.  The judgmenfé of the Court of Justice
are thus important in ensu;iﬁg that there is no arbitrariness in the appli-

cation of the law when the accounts are cleared.

Prevention and prosecution of irregularities

A formidable amount of money is channelled through CAP mechanisms to tens
of thousands of beneficiaries, and it would be foolish to imagiﬂ! that no
attempts are ever made to misappropriate soﬁe of this. A protection
system has therefore had to be set up to discourage, prosecute and punish
such attempts. Regﬁlation (EEC) No 729/70 defines the responsibilities
and principles according to which the Community combats irregularities and
récovérs amounts wrongly paid out, and the rules fof allocation of respon-

sibility for any financial consequences.

Article 8 of this Regulation stipulates that the Member States must take
all appropriate action to (a) ensure that operations financed by the EAGGF
have actually taken place in accordance with the‘rulés, (b) prevent or
prosecute irregulariﬁies, (c) recover sums lost as a result of the irregu-
larities or negligence.  Thus, it is the Member States which, in the first
instance, are responsible for combating irregularities, and this requires

a monitoring system on a scale sufficient to verify thousands of déy-po—day
operations, effective organization for the deteétion and prosecution of ‘

irregularities and effective efforts to recover amounts misappropriated.

The Commission's main role is to oversee the effectiveness‘of the monitoring
systems set up by the Member States and of the measures and actions. taken

to prevent and prosecute irregularities.  However, the Commission may also,
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where necessary, take more direct action, in particular in the form of

enquiries on-the-spot (see below).

The general rules governing cooperation between the Member States and the
Commission in this area are given in Regulation (EEC) No 283/72,l which

requires the Member States to notify the Commission:

- of their laws and regulations concerning efforts to combat irregularities

and cover amounts wrongly paid;

- regularly, of cases of irregularities which have been the subject of
first administrative or judicial reports and of information on developments
with regard to cases of irregularities (judicial or administrative proce-
dures started with a view to the recovery of sums wrbngly paid, amounts

" recovered etc.).
Tables Nos- 12 and 13 below show, respectively, details by Member State and
by sector of these quarterly notifications and recoveries during 1985, and

a summary of overall data since 1971.

Apart from these notifications, there is a system of rapid exchange of infor-

mation and mutual assistance.

- rapid exchange of information2 is used to notify without delay the other

Member States and the Commission of cases of irregularities in respect of
which there is reason to fear that they may rapidly have repercussions in
Member States other than that in which they have been discovered or which

involve a new fraudulent practice;

. 3. . . .
- mutual assistance” is designed to ensure the proper application of cus-

toms and agricultural regulations.

In addition to its cooperation with the Member States' departments and its

supervisory role, the Commission can carry out specific investigations.

I 0J No L 36, 10 February 1972.

2 Based on Article 4 of Regulation (EEC) No 283/72.
3. Set up by Regulation (EEC) No 1468/81 (0J No L 144, 2 June 1981).
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'Also, under a special directive, "a pdsteriéri".checks to be carried out by
the Member States supplement the other verification already carried out.

This is ' a systematic‘scrutiny of commercial documents and, ﬁhere appropriate,
of the stock accounts of a number of firms taking part in the EAGGF Guaran-

i . . 1
tee Section financing system.

To ensure better management of the information obtained concerning irregula-
rities and optimum use of the findings resulting from their examination, the
Commission, using modern techniques, also has a computerized data base; this
system allows for rational processing of the data concerning not only irre-

gularities against the EAGGF but also those relating to the Communities' own

resources (except VAT).

In addition, the Commission's staff organizes seminars on specific problems
with a view to improving the effectiveness of the action taken in the Member.

.States to combat fraud and irregularities.

Lastly, the public, through the media, has shown a growing interest in
effbfts to deal with irregularities. This topic is kept under review by
the EAGGF Committee at Commission level, by the Court of Auditors, and by
Parliament's Committee on Budgetary Control. In 1986, this Committee
organized a public hearing on the development of the European system of
financing and control with a view to improving efficiency in the EAGGF

Guarantee Section.

I Directive No 77/435/EEC (0J No L 172, 12 July 1977).




Table No 12

Guéranr_ee Section - 1985

1rre)gular1t195 notified and status of recoveries
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Guarantee Section

Irregularities notified and status of revoveries

(amounts in ECU) .
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The 2nd line gives recoveries already effected (number of cases and amounts)



;51_

Table No 14 below summarizes in flowchart form the process followed for the
operation of Community financing of the EAGGF Guarantee Section in respect of

year No 1, namely:

— the utilization of the Guarantee Section appropriations and the channelling

of funds from the Community to the beneficiaries;

= the recording in the budget of the European Communities of Member States'

expenditure;

- the monitoring and audit of this expenditure.
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Table No 14

* BUDGETARY YEAR No 1 (1 January to 31 December)

Mdnthly transmission on the 20th of month n-'2 of the financial requirements of
the Member States (MS) to the Commission for the advance payments! to be made
to enable them to cover their expenditure until the end of month n

Commission Decision on advance payments to the MS taken before the 25th of month
n-1 . :

Global commitment of advance payments of month n in the budget

Payment 'at latest three working days beéore the beginning of month n of the
advance payments for month n to a special account in each Ms2

Allocation according to reqqirements to the various paying agencies in each MS
by the competent national ministry

PAYMENT TO BJNEFICIARIES

Transmission of the' expendlture returns for month n by the paying agencies to

the competent mxnlstry3 -

Transmission of these returns grouped by sector and scheme by the competent
ministry of each MS to the Commission by the 20th of month n + |

CommiCmedt and charging in monthly payments of expenditure of month n declared
by the MS to the budget by budgetary line about the 20th of month n + 3

BUDGETARY YEAR No 2

March:
Provisional accounting of expenditure paid during year No 1

July:
Filing of returns relating to payments, by sector and scheme, made by the MS
during year No | with the Commission with a view to the preparation of the
clearance of the accounts for that year

Verification of documents and on the spot by the Commission staff of the MS'
returns for the clearance of the accounts of year No |

BUDGETARY YEAR No 3

Decisions for clearing the accounts adopted by the Commission in respect of
expenditure made by the EAGGF Guarantee Section on behalf of each MS

Crediting/debiting to the budget of any differences ascertained

I The advance payments constitute the appropriations necessary for the Member
States to enable the appointed paying departments and agencies to proceed, in
accordance with Community rules and national legislation, to payment of the
expenditure chargeable to the EAGGF Guarantee Section. The amounts of the
advance payments are fixed each month by Commission decision for each Member
State. At the present time they exceed 1 500 million ECU each month.

2 However, if the cash available to the Commission does not enable it to make
this payment as provided, the payment is made in instalments, the first, re-
presenting at least a third of the total payment, by the same deadline as
previously, and the balance in time to ensure continuity, of payments.

3 For, the Member States which have several paying agencies:
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FOOD_AID
Under its policy of cooperation with the developing countries, the Community
implements food aid operations. Food aid is provided for humanitarian pur-
poses in the form of gifts and is one of the essential aspects of the Community

policy on cooperation with the developing countries.k

The programmes concerning these operations are adopted annually by the Council
under Regulation (EEC) No 3331/81‘. " They concern the supply of cereals, rice,

milk products, sugar, vegeﬁable oils and other products.

The ekpenditure arising for the supply of agricultural products. as food'aid
is financed by the Community under Regulation (EEC) No 268!/742, which stipu-
lates that expenditufe accepted as chargeable to the budgef of the Communities
on deliveries of products as food aid must be manageq by the EAGGF Guarantee

Section.

This expenditure is financed, according to the budgetary nomenclature, by char-

‘ging to Titles 1 and 2 - "European Agriculture Guidance and Guarantee Fund,
Guarantee Section" - for the part concerning export refunds, and by charging
to Title 9 - "Cooperation with Developing Countries and Non-member Countries" -

for expenditure concerning the value of the product on the world market, trans-

port and other accessory expenditure relating to Community food aid operationms.

The financing system is modelled on that set up for EAGGF Guarantee Section
expenditure, inciuding arrangements for verification of expenditure, accounts

clearance decisions and prevention and prosecution of irregularities.

Table No 15 below shows inter alia expenditure charged to Title 9 in the years
1980-1985.

1. 0J No L 352, 14 December 1982.
0J No L 288, 25 October 1974.




Table No 15
FOOD _AID

Quantities Delivered and Expeﬁditure Incurred

o e

Milk Products !

: Cereals and Rice : ; Sugar ; Other Products: :

: Year : : : : : :
H ¢ Quantities Deli- : Expendi- ;Quantities Deli- ;Expendi— ;Quantities Deli- ; Expendi- ; Quantities Deli-c; Expendi ;
H H vered : ture : vered s ture s vered s ture . vered s ture .
: 1980 : 657,7 : - 108,9 : 188,4 : 180,77 : 6,1 : 3,5 @ 11,5 $ 9,7/

H 1981 8 918,7 g 167,4 : 183,9 : 365,8 : 5,3 ] 4,6 : 14,2 : 9,7 :
: 1982 ¢ 844,0 : 172,8 200,8 : 267,5 7,1 : 2,3 19,4 : 27,4
¢ 1983 : 686,4 : 143,5 90,1 : 167,5 : 5,0 : 1,4 14,5 : 8,9 :
: 1984 s 1.505,2 : 215,0 222,9 T 275,8 : 0,3 3 1,2 36,6 : 31,0 &
: 1985 ¢ 1.087,7 : 228,9  : 181,2 H 200,4 10,2 : 2,5 : -36,8 s 29,1 H

Skimmed-milk powder and butter o0il

Notes
(a) The
(b) The
(c) The
The

quantities delivered are expressed in '000 tonnes

expenditure is expressed in m ECU

expenditure does not include refunds on exports to non-dember countries referring
refunds are included in the accounts of the EAGGF Guarantee Section proper.

to food aid

operations.
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THE GUIDANCE SECTION

Financing of the policy on agricultural structures
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PART TWO - Guidance Section

Financ¢ing of the common policy on agricultural structures

The role of the EAGGF Guidance Section is to finance cotimon measures adopted
with a view to the achlevement of the obJectlves set out in Article 39(1)(a)
of the Treaty, 1nc1ud1ng changes to structures that have become necessary.
Article 39(1)(a) stipulates that an obJectlve of the common agricultural.
policy is to step up the productivity of . agrlculture by developlng technical
progress and ensurlng the ratlonal development of agrlcultural productlon
and optimum use of the factors of production, in particular labour. Within-
this framework, the Guidance Section has made steady gains in recent years,
both in terms of the_nuﬁber of'operations,financedfand in terme of annual
expenditure, although the appropriations are very ﬁuch~smaller than those
for the Guarantee Section. One reason for this is that the Community pro-
vides only partial finapcing of the relevant schemes (geﬁeraily between 25

and 50 %), while Community financing of guarantee spending is normally 100 7.

In contrast with the Community's other structural funds, intervention from

whichdis'mainly on the basis of general regulations, the Guidance Section

takes part in each of the schemes financed on.a particular legal basis

(Council Regulation, Directive or Decision), which specifies in each case

the type of measure, its scope, and funding. From the p01nt of view of

‘management, two types of measure may be dlstxngulshed

- indirect meesures, for which the :Guidance Section reimburses to the Member
States part (a'percentage) of the eligible expenditure carried out in -
accordance with Community’ prov151ons, and, where appropriate, w1th national

implementing procedures approved by the Commlssxon, and

'~ direct measures for which the Commission provides direct Guidance Section

assistance to a beneficiary applying, in respect of a specified invest-

ment project;

in the latter case, the decision to grant the assistance establishes a’
direct link between the Communlty and the beneficiary, since the assistance

is pald dlrectly to him and is not channelled through the Member State.,
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These features are reflected in management procedures. For example, for
the indirect meésures, the management: of the grant of aid to the various
benefi@iaries is the responsibility of the Member Statég; the Commission
verifying, through review\of,thelvaribus national procedures and sample
‘checking of documents,~tha£ the schemes are being properly\operated in
- the MeﬁberVStates; In this connection, this type of financing is compa-

rable with the technique used under.the Guarantee Section.

On the other hand, for difect‘measu;és, the Commission's staff follow, in
each case, theiprocedure from the decision to grant assistance through to ~
‘the payment of the last instalment, with on-the-spot verification and

audit of'dbcﬁments. This work necessarily involves close cooperation

with the competent national and reg10na1 authorities.

The differences are even more marked between the two EAGGF sections. Whilé,
in principle, the Community finances in its entirety the policy on markets,
it bears only part of the/expendlture relating to pqllcy on structures.
"'Also, the policy on structurés combines national schemes and Community
schemes, and the national share, i.e. the share not financed by the Commu—

nityy is very much the larger.

In terms of management, the Guidance Section is thus, in many respects,

closer to the Community's other agencies set up to finance structural

change (the Regional Fund, the Social Fund) than to the Guarantee Section.

The three stages of the policy on structures

Historically,kthree stages can be distinguished in the development of the
Community pollcy on agricultural structures, and, in parallel w1th this,

in the development of the Guidance Section:

- a stage of coordination of thevnational policies oﬂ’stfuctufes,

- a stage of initial conception of a Community policy on structures
“("Mansholt plan"), B

- the preseﬁt conception of a Community policy,“which,kiﬁ'principle, is
complete, with méjor regional components and increased flexibility

allowing of adaptation to future requirements.
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The number and’ the financial scale of the schemes attracting assistance from
the Guidance Section have increased as the policy on structures has progres-

sed through these stages.
Coordination of the national policies on structures

The first stage, coordination of the national policies on structures, began
with a Council Decision of 4.12.1962 which led to the setting up of the

Standing Committee on Agricultural Structure (SCAS).

This Committee, manned by representatives from each of the Member States
with a Commission representative in the chair, plays an important role in
the elaboration and execution of the common policy on structures. The
decision of 4.12.1962 states that responsibility: for the policy on agricul-
tural structures lies more particularly with the Member States, but it adds
that an improvement in agricultural structures is a matter of urgency and

must be stimulated at Community level.

Regulation No 25 of 4.4.1962, which set up the EAGGF, already provided for
Commﬁnity participation by indicating a breakdown of the Fund's appropria-
tions, with one-third for the Guidance Section and two-thirds for the Guaran-
tee Section, a ratio which was soon abandoned because guarantee expenditﬁre'
quickly forged ahead with the development of the policy on market organiza-

tions and on prices.

The coordination of the national policies, under the Standing Committee on
Agricultural Structure and under the provisions of the Treaty relating to
aids, was supplemented in the financial area by the financing by the Guidance
Section of the individual projects of Regulation 17/64/EEC’and certain

special schemes.

Despite a few gaps, due mainly to the fact that the Council had not been in

a position to approve Community programmes, Regulation No 17/64/EEC has

- reached the age of fourteen years, a respectable age for a financing system,

and it has also served as a model for a number of other schemes still opera-—
ting (in particular Regulation (EEC) No 355/77 on the promotion of projects

concerning the processing and marketing of agricultural products).
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From 1964 to 1978, about 7 500 investment projects qualified for assistance
under Regulation No 17/ 64 /EEC, totalling more than 2 100 million ECU.
These projects have concerned all fields relating to farm structures,
ranging from investments on the farm to the marketing and processingréf
agricultural products, and includiné agricultural infrastructure. The
Community‘é assistance has taken the form of outright 'grants in amounts of
25 to 45 7 of the cost of the investment. One of the most remarkable
aspects was the Commission's power of decision in the granting of aid and
the fact that this aid was paid directly to the beneficiaries, i.e. to the

investors and not to the Member States.

Certain special schemes were also financed, e.g. for olives and olive oil,
fruit and vegetables, and raw tobacco in Italy, for the integration of

Luxembourg agriculture, and for surveys of structures.
The first Community policy on structures

However, although this assistance was important for the beneficiaries and
although. the projects were often of substantial regional significance and
valuable within their sectors, they could not, in the absence of Community

programmes, replace a common policy on structures.

It was quickly apparent that the poliéy on markets and prices would never
eliminate the disparities within agriculture itself, between regions having
different structures, anﬂ within these regions between the various types of
farmer, and also that the policy was itself engendering major problems in

certain areas, e.g. overproduction.

From 1972 onwards, the Commission's proposals, based mainly on the "Mansholt
plan" (1968) led, after”protracted negotiations, to the adoption of a num-
ber of measures defining for the first time a common policy with regard to

agricultural structures.

Thus, in April 1972, the three "socio-structural" directives (72/159/EEC,
72/160/EEC and 71/161/EEC) were adopted, with the following three main

objectives:
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- that of encouraging (and, in particular, increasing the size of) those
farms having the potential to provide their tenants or owners, on the
basis of economic criteria, with fair incomes, comparable to those earned
in other occupations;

= that of providing tide-over aid to enable farmers whose farms could not
meet these criteria to leave the land;

- that of improving the skills of farmers and farm workers.

'The main aim was to promote investment (normally by subsidizing interest on

“loans) in farms for which the farm head had established a development plan
showing that after such investment the labour employed on ;he farm éould
obtain an income comparable to that earned by other occupétions in the

region concerned.

These measurés were supplemented by the directive on fé;ming in certain
less-favoured areas (Directive 75/268/EEC), providing for special aids to
farmers in areas where, because of natural conditions, a "comparable"
income is difficult-to achieve (in particular, mountain and hill areas) and
where, also, agriculture is of special importance, were it only to avoid
desertification. The terms govérning quélification for investment aid
were made less rigorous and direct aid to income was agreed for the first
time to offset income losses due to natural conditions (compensatory allow-

ance).

In addition to thié operation applying to all the Community's less-favoured
areas, a number of schemes were also set up to help areas which have parti-
cular problems to contend with, whether specific problems (e.g. aid to
drainage in the West of Ireland or irrigation in Corsica) or to offer a set
of measures in particularly critical situations to improve fundamentally
structural deficits (e.g. the French Overseas Departments and the West of
Ireland). Also, another type of operation was approved, the "integrated
measures', requiring direct cooperation among all Community agencies (e.g.

the Western Isles of Scotlénd and south-east Belgium).

The aim of all these measures was to make good structural shortcomings
hampering the application of "horizontal' measures, the elimination of which

was therefore a prior condition for the achievement of economically viable
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farming. Of particular interest, were it only because of its high overall
financial impact, is the "Mediterranean package", ‘the ‘aim of which was to

improve agricultural infrastructure in the Mediterranean areas in order to
dispose of some of the particular problems the Community's southern regionms

have to contend with.

The last horizontal measure adopted By the Council in February 1977 was
Regulation (EEC) No 355/77, which superseded Regulation No 17/64/EEC,
incorporating in full the positive aspects of the previous regulation.  The
aim was to promoté.investment for the processing and marketing of agricultu-

ral ‘products and (later) fishery products.

As one of the most effective means of improving farm incomes consists often 7
in improving marketing or in better processing of agricultural products,
particularly in areas where structure is weak and agricultural cooperatives
are not developed, the aid i§ subject to a key condition: the beneficiary,
i.e. the seller or processor, must show that the economic advantages of the

project will also benefit the farmers.

Another important élement is the requirement that the projects should be
dovetailed into programmes for the relevant sector esfablished by the Member
~States and approved by the Commission. In this way, the businessmen con-
cerned receive important information relating to their investment decisions;
moreover, the mutugl consistency of the various investments is thus

strengthened, so that the overall structural effect can be optimized.
2.3 Present policy.

The third stage of the policy on structures was based on the realisation
that the policy pursued so far, essentially through the application of the
l979 socio-structural direc;ives, had, for various reasons, fallen short of

expectations.

In the first place, two objective 'problems stood in the way of the success
of these directives: their very diffident implementation in certain Commu-

‘nity areas, due partly to problems of organization, and the abrupt change in
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the economic situation because of the'oil—price shock, so that‘struCtufal
changé was no longer facilitated; especially because there were fewer and
fewer alternatives for external ‘trade. Furthérmore, there were prdblems
of surpluses for certain agricultural products attributable to farms

accounting for a relatively large share of’the development plans.

It was clear that, in a difficult situatioh\as regards structures, the system
offered could not possibly be exploited to bést advantage. Despite the
obJectlve set, a disproportionate share of the aids was accruing to the
relatively well structured areas of the Community and for products the

expansion of which, in view of the market:situation, was less desirable.

The review of the Community policy in this field, which led to the adoption
of Regulation (EEC) No 797/85 on the improvement of the efflClency of agri-

cultural structures, therefore had the following features:

- inclusion of the proven,"regional"bcomponents to deal with sﬁecific struc—
" tural shortcomings,

- greater flexibility, enabling better promotion of investmenf,

- restriction of aid, notably for milk and pig farming;

- = fuller accommodation of othér alternatives; including‘investments (ratio-

nalization, energy savings, protection of the environmment, etc.).

Although it had been very successful, Regulation (EEC) No 355/77 was also
reviewed, though to a lesser extent;, to adapt it even more closely to future
requirements. :

Although originally the régulation was confined to the traditibnal fields,
other less central areas, though often very important, in‘particulax because
of their value as examples, were included in the objectives (pilot projecﬁs;.

energy savings, processing of manufacturing waste; etc.).

Another aspect of the current stage in the policy on agricultural structufeé
is that the measures 1aid down for the Mediterranmean area of the Community
of Ten, i.e.‘without Spain and Portugal, fofm'part,of the Integrated Medi-
terranean programmes’(IMPs) combining the financial efforts of the Community

and of its financial instruments.
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A 'last point, and at the time of writing this is only a prospect for the
future, the measures mentioned in the review of the common agricultural
policy (Green Paper) presented by the Commission must not be forgotten;
they are designed to deal with structural problems forming obstacles to the

effective implementation of the Community's agricultural policy as a whole.

A.3 Appropriations

We have seen that when the EAGGF was set up it was originally intended to
split appropriations one-third for the Guidance Section and two-thirds for
the Guarantee Section. This allocation had to be discarded when guarantee

expenditure fbrged'ahead so rapidly from the end of the 60s onwards.

Regulation (EEC) No 729/70 on the financing of the common agricultural policy
eventually set the annual appropriation for the Guidance Section at 285 mil-
lion units of account. The legal nature and the size of this amount were
immediately challenged; in particular, the question was raised as to whether

it was a "ceiling".

In fact, the Council approved the distribution of funds under an annual
regulation until 1975. The matter assumed an institutional dimension with
the strengthening of Parliament's budgetary powers,; since EAGGF guidance
expenditure is partly "compulsory" and partly "non-compuléory", so that
Parliament's prerogatives are involved in an unequal way. "Compulsory
expenditure" generally refers to expenditure for the indirect measures
leading to reimbursements to the Member States, since the latter are entitled
to request Community participation where the conditions set out in the Commu-

nity requirements are met.

"Non-compulsory" expenditure refers to expenditure for direct measures, i.e.
for direct aid to investment projects, for here there is no right to aid
but only a right that the aid application should be duly examined. In fact,
applications for this type of aid consistently exceed, by far,-available

funds.
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When three new countries joined the Community in 1973, the annual amount was
raised to 235 million units of account by Regulation (EEC) No 2788/72, as of
1.1.1973. This amount was manifestly insufficient, since, as the second
stage of the policy on structures was'implemented, guidance expenditure
~also rose appreciably. To allow for this, deal with the institutional pro-
blems and achieve a more flexible budget system allowing more fully for the
tendency for expenditure on certain schemes to increase, it was decided in
1979, under Regulation (EEC) No 9é9/79; to replace the annual amount by a
five-year amount, set at 3 600 million ECU for 1980-84. When Greece joinéd,
this amount was raised to 3 755 million ECU, by Regulation (EEC) No 3509/80.

For the 1985-1989 period, Regulation (EEC) No 870/85 set the five-year amount
at- 5 250 million ECU; an amount which was eventually raised to 6 350 million

ECU by Regulation (EEC) No 3769/85 when Spain and Portugal joined.
This amount is in respect of foreseeable expenditure for existing structural

schemes, i.e. it does not cover expenditure on schemes which are still to be

proposed, notably in connection with the Green Paper.

Execution, procedures and financial results

The financing systems applied - .

We have seen that the policy on structures comprises direct measures and
.indirect measures; it also includes measures for which the Community's finan-
cial contribution-is paid only after completion (although in some cases
advance payﬁents may be granted); lastly, there are "horizontal" and regional
schemes and operations referring to certain markets or certain product groups.
The latter include capital subsidies, interest subsidies, flat-rate assistance
and premiums, and the Community's contribution may correspond to a variable

percentage of the total cost.

This very wide range of schemes is accounted for mainly by the fact that the
Guidance Section has a special character, founded not on a general legal

basis but requiring for each scheme a special legal instrument adopted by
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the Council. This instrument can be specially tailored to the requirements

as regerds terms, objective and method, and must not derive from pre-existing

1ntervent10n mechanlsms., The structural schemes, despite their dlver81ty

‘and 1arge number, can be reduced to a limited number of types.

Direct measures

The oldest type is the "direct’meashre" i.e, the direct grant of Cdmmunity
funds to investment projects. k ThlS type is the oldest because it can be

1mp1emented even if there is no very detalled pollcy on structures.

But the -direct measures are not an attempt to "short-circuit" the Member "
States: a condition that must be met for the financing of the projects is
alwaye that the Member State itself submits the project, having endorsed it,

and that it contributes to its financing.

For the rest, there are no longer direct measures for which the establish-

~ment of national programmes on-a regional or "sectdréli basis ‘is not 1nserted

between the basic Council instrument (which xs always a regulation for dlrect
measures) and the financing of the projects. These‘programmes, which must
be presented by the Member States to the Commission for enderseﬁent, must

implement the criteria in. the Councilyregulation.relating to the regional

\and sectoral situétion in the areas of implementétioh. The aim of this rule

is to ensure coordlnatxon between the natlonal and Communlty p011c1es on.
structures but also to turn'to good account the direct experlence of ‘the
admlnlstratlve departments and national and regional prlvate ‘operators, 80

that arrangements made w1]1 always be practlcable.

For the measure which is the most costly and also the most complex because
of its broad scope, a measure coming under Regulation (EEC) No 355/77 concer-

ning projects for improving ‘structures in the area of marketing and processing

‘of agricultural products, the Commission also sets selection criteria, which

are published .in the OfficialyJeurnal of the Communities. The Commission,
in addition, adopts a regulacion'which states what facts and figures and
documents must be sent ‘in with the aid application to enable it to carry out

a detailed and uniform assessment of all the -projects concerning all, the

eCommunityfareas.




This scrutiny, carried out jointly on the basis of the regulatfon, the rele-
vant programme and the criteria, leads eventually to a choice of the best
projects from the angle of the Community interest, and the Commission graﬁts
aid for these projects. But for the direct measures, this decision consti-
tutes only a promise of assistancé, which is s%bject to the condition that
‘the project is realized in accordance with requirements set out in the deci-

sion.

The actual payment is made under a separate procedure within which, again, a
‘Commission regulation determinesxthe,content and form of payment applications.
A prior condition in this connection is confirmation by the competent national
kauthoritieskthat the documentskand‘vouchers provided have been examined and
found valid, ‘that the investments have actually been carried out in accor-
dance with the descriptions and that there is a nationgl contribution. If

necessary, the Commission's staff may make verifications on the spot.

To ensure that beneficiaries do not have to'wait too long for actual payments,’
notably for large projects, the regulations provide for the payment of ins-
talments as the work progresses, and, in particular cases; advance payments

) méy be made.

‘The scale of the assistance has been increasingly varied on the basis of
regions. For example, Regulation (EEC) No 335/77 lays down the following

rates (these refer to costs eligible for assistance):

50 % maximum for. the Mezzogiorﬁo, Greece (outside Athéns), the French Over-
seas Departments, Portugal, the West of Ireland;

35 % maximum for Languedoc—Rous§i110n and the French Departments of Vaucluse,
Bouches—-du-Rh8ne, Var, Ardéche and DrOme;

25 Z'maximum for the other regions.

This last rate may, however, be raised to 30'% in certain regions.  There
are-also special rates for harvesting equipment. The question of varying

regional rates for Spain had not yet been settled at the time of writing.

Under the special programme for Portuguese agriculture and the Integrated

Mediterranean Programmes, other additional aid (10 %) is also available.
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The minimum beneficiary's contribution required by Regulation (EEC) No

355/77 ranges between 25 and 50 Z.

Under the regulation, beneficiaries must submit reports on the results of
the projects two years after the assistance has been paid in full. The
reports must be such as to enable the Commission to review the economic,
structural and financial results of the aid programme in order to draw

from the experience gained guidance for future operations.

Indirect measures

The content of the indirect measures is much less homogeneous. These are
large in cost and scale, but few in number, while the indirect measures

account for the great majority of structural programmes.

In general, direct measures are entertained only when the number of projects
concerned is not unduly high, when the size of the investment per project
is relatively large and when a decision on the specific case is desirable
and feasible at Community level. On the other hand, the indirect measures
concern the cases where the number of projects is very high and the amount
for each project relatively low, and where for objective reasons, a Commis-—

sion decision is neither desirable or feasible.

While Reguléfion (EEC) No 355/77 is a typical example for direct measures, the
indirect measures can be best illustrated by taking as example the financing
of investmentskon farms themselves. This type of measure relates to a

large number of projects (several thousand investment plans each year), each
project generally ‘concerning only a relatively small -amount of capital. A
Commission decision in each case is therefore neither feasible nor desirable,
since it would need detailed knowledge bf the local situations and of -the

farm itself for that purpose (information-which the Commission's staff cannot
possess for all the regions) and because there is a right to this aid wherever
the conditions are met (i.e. there is no need to take decisions in terms of

any higher Community interests, with the exercise of a power of discretion).
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Such a system‘of indirect ﬁeasurés, which confers on .the ébmpetent national
authorities responsibility for execution of the aid (ffomfthe payment appli-
cation through to its approval), requires, between the legal instrument
adopted by the Community and its implementation, the,organizatioh by the
‘ Member States of specific implementiﬁg proVisions which must be submitted
for endorsemept to the Commission and which allow the latter to exercise
regular control in the Member States with a Qiew to ensuring proper compliance .
with Community law. It often happens that the instrument chosen in a parti-
cularkcase takes the form of a directive or 'a decision addressed directly
only to the ﬁe@ber Sfates concerned, so that only the implementing provisions
or the national prograhmes,constituté the practical legal basis for the
granting of the aid. - But there are also cases in which the form of instru-
 ment chosen is the regula;ioﬁ,veither because 'in addition to provisions. .
addressed more to the States, it also contains'provisions which are directly
applicable, or becausé, for certain less complex measures (e.g. certain _
payments or premiums), the conditions for granting the aid can be determined
“fully in-the Community basic rule and because only administrative matters

‘remain to be settled under national regulationms.’ : . R

In all cases, the Commission adopts,implementing provisiopé (generally in the
form of a decision éhdressed to the Member Stétes) which determine the form
in which the Member States must submit to the Commission reimbgrsement appli-
cations and indicating what documents must be eﬁclosed. The Commissionis.
staff vérify the national documents on a sample basis,’and carry out on-the-

spot.éhecks.

s

The rate of reimbursement varies depending on the measure and the region
concerned. Generally, the rate is 25 %, but rates ranging up to 65 % are
also approved, espécially for the financially weéker,regions and those whose '
structures most stand in need of improvemeht.' Advancé‘payments can often

be made, especially in these cases, to speed up the execution of the measures
and at least make sure that work'is'nqt pre?entedvby a lack of appropriations

at national dr:regional level. .




— 69 —

B.2 Procedures

The‘basic legislative instrument for the Guidance Sectioq is, as for the
Guarantee Section, Regulation (EEC) No 729/70 on the financing of the common

agricultural policy. _ The clauses in this regulation concerning the Guidance

Section are, however, few in number and are confined, as regards the content

of the policy to be financed, to referring to the objectives of the Treaty
set out in Article 39(1)(a), including alterations to structures required
for the proper operation:of the common market. For the rest, the regulation

stipulates that the Council must adopt procedures implementing the common

provisions to be adopted for this purpose. Among the procedures which the

basic regulation does not establish are not only the contents, objective,
cost and duration, but also the procedures essential for the execution of the

measure.

Any measure to be financed by tHe. Guidance Section therefore has its point

‘of departure in a Commission proposal to the Council. Parliament must be

consulted, in accordance with Article 43 of the Treaty, and the Economic and

Social Committee is also consulted in nearly every case.

The adoption of common measures by the Council generally entails an obligation
on the Member States to act, both for direct and for indirect measures, either
by adopting the necessary national implementing provisions or by establishing

a programme (regional or séctoral) and by making available the necessary

fundsf

In both cases, the provisions or programmes must be laid before the Commission
for approval. The approval procedure involves two committees, the EAGGF
Committee (Fund Committee) and the Standing Committee on Agricultural
Structure (SCAS).

The members of the EAGGF Committee are generally from the finance ministries,
while the Standing Committee on Agricultural Structure is normally manned by

officials from the agriculture ministries.

Within the Guidance Section, the Standing Committee has a crucial role to

play, although it is not mentioned in the basic regulation: whenever the



Commission has to take a decision of substaﬁce concerning structures and not
only a technical-financial decision, it consults the Standing Committee, the
EAGGF Committee being consulted on financial aspects. The Standing Commit-
tee is consulted on the basis of special prbvisiohs which are included in

each of the common measures and the wording of which is always similar.

In the procedures for approval of tﬁé national implementing provisions and
fkof the national programmes, the Commission thus takes its decision (following
'the "management committee' procedure) after consulting the Standing Comm;ttee”
and the EAGGF Committee. The same procedure is followed in connection with
direct measures when the Commission decides to grant assistance for the

‘various projects.

On the other ﬁand; the Commission decides directly after consulting the EAGGF
Committee (but without consulting the Standing Committee) when it acts, for
indirect measures, as regards the reimbursement of part of the Member States'
expenditure. The reason for this is that reimbursement in these cases is
compulsory provided the legal requirements are met, and in particular provided
the'cortespohding provisions have been complied with, and there is no deci-
sion-as to the substance or of a discretionary kind to be taken within the

area of agricultural structures: the decision as to the merits has already been
taken under the Council's decision on the measure itself or the Commission's

decision on the national implementing provisions.

There are also other cases in which the EAGGF Committee renders opinions.
These are implementing provisions adopted by the Comhiséion on technical and
financial aspects, in particular on the form and content of reimbursement
applicatioﬁs to be submitted by the Member States for ‘indirect measures, Or

‘payment applications to be submitted by the beneficiaries for direct measures.

For direct measures, paymené of the assistance is made diréctly by the Com-

mission staff following internal administrative procedures (notably, in
.compliance with the Financial Rggulation), since the work consists here only
in the execupion and administrative supervision of decisions already adopted

by the Commission.
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B.3 Financial volume of measures concerning structures

A number of tables are annexed providing information on the financial volume
and breakdown of measures relating to structures encouraged by the Guidance

Section.

The table of assistance granted frém 1964 to the end of 1985 also shows a
predominance of expenditure for direct measures, mainly because financing
was for a long time governed by Regulation No 17/64/EEC. At the present
time, expenditure breaks down at about two thirds for indirect measures and
one third for difect measures. All in all, 7 600 million ECU have been
granted, of which 4 300 million ECU for direct measures and 3 300 million

ECU for indirect measures.

It should be noted, (while beéring in mind that some Member States have, of
course, been members of the Community much longer than others) that Italy

accounts for the largest share, but that Ireland and especially Greece also
account for large shares of the direct measures. This reflects the Commis-
sion's efforts to accommodate, in the selection of the projects, the parti-

cular structural needs of these countries.

Another notewottﬁy point is the large shares accounted for by the United
Kingdom, the Federal Republic of Germany and also the Netherlands and
Denmark in the indirect measures, which is accounted for by the fact that,
for these measures, the Commission does not make a selection: whenever the
conditions are met, the Member States are entitled to reimbursement from the
EAGGF . But these figures also show that access to these aids during the
stage of the first Community policy on' structures was easier for the Member
States which were strongest in terms of their economies, structures and

organization.

This is a general problem for the Community, as is borne out by the figures
relating to assistance actually paid, differences being discernible here
only for direct measures (for the indirect measures, the grants and the pay-

ments must coincide).
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In general, the payments corresponding to the direct measures fall short of
the decisions granting assistance, which is due to the fact that it takes a
number of years to complete the projects. Whatbis, however, discernible is
that certain Member States which have weaker structures also have payment
rétes well below the average, which means that they are using the assistance
granted to them much more slowly ‘than others (although the terms on which -
they are granted the assistance are often much more favourable, in particu-:

lar as regards the amounts and the approval of advance payments).

The other tables give information on the breakdown of assistance for certain
particularly important measures, and in particular for Regulation (EEC) No
355/77 in the field of direct measures, and for the socio-structural direc-

tives in the field of indirect measures.

Measures under the Guidarce Section

Details of the various measures financed under the Guidance Section are given

in the annex, broken down by main categories.

The socio-structural measures are now financed solely under Regulation (EEC)
No 797/85, which has superseded the three 1972 directives (and also the 1975
directive on the less-favoured areas). Because of its particular importance,

this measure will be discussed in more detail below.-

The main feature of the other measures for the less-favoured areas is their
large number and wide diversity. Here, there are no real types of measure
or typical content, as the very point of these measures is to find remedies

for structural shortcomings peculiar to individual regions.

None the less, the main emphasis is on agricultural infrastructure (roads
and paths, electrification, provision of potable water, irrigation and hydrau-

lic measures) and the development of farm advisory services.

The class of measure for less-favoured areas also includes a large proportion
of the direct measures, i.e. those coming under Regulations (EEC) Nos 1362/78,
1760/78, 269/79, 1938/81, 1941/81 and 2968/83.  Most of the measures for the
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Mediterranean areas of the Community of Ten (i.e. without Spain and Portugal)

" come under the Mediterranean programmes and will be promoted in future only

in this framework.

As regards measures related to the market situation, there are three main

categories:

- measures to promote producers' groups;
- measures promoting action against livestock diseases (which are no longer
financed by the Guidance Section, but from a special budget heading);

- measures to improve the structure of production of wine.

The important direct measure designed to improve the marketing and processing
of agriéulturalxproducts (Regulation (EEC) No 355/77) will be described in
detail below. - .This regulation also covers the processing and marketing of
fishery products.’ The new measures relating to structures proposed by the

Commission following the Green Paper will also be presented briefly.

Regulation (EEC) No 797/85

Regulation (EEC) No 797/85 on the improvement of the efficiency of agricul-
tural structures is the outcome of a review of the policy on structures
conducted on the basis of the 1972 and 1975 directives. Its aim is to
retain the aspects of the legislation which have proved sound and at the
same time to make the adjustments needed to achieve thé‘objective set,
which remains that of improving the efficiency of the structures of produc-
tion. For -this purpose, it provides for contributions from the Guidance

Section to schemes, connected with:

(a) investments in farms and the setting up of young farmers;

(b) other measures to promote farms concerning the introduction of ‘accounts
and the establishment and the operation of groups, services and other
measures for small farms; x

(c) specific measures to promote mountain and hill farming and farming in
certain less—favoured areas;

(d) forestry measures for farms;

(e) the adaptation of occupational training to the requirements of modern

farming.
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The key aspect of the Regulation is thus once again the scheme of aids to

investments in farms of which the farmer

(a) works in that capacity as his main occupation;
(b) has adequate farming skills;
(c) presents a farm improvement plan;

(d) undertakes to keep simplified accounts.

The aim of the farm improvement plan is to achieve, per man/work unit, a
reference income fixed by the Member States but not exceeding the average
gross wage earned by non-agricultural workers in the region. The aids

relate to investments for:

- the qualitative improvément and conversion of production in relation to
market requirements;

- the adaptation of the farm with a view to reducing production costs,
improving living and working conditions or achieving energy savings;

—~ the protection and improvement of the environment.

Thé aids granted may take the form of capital subsidy or its equivalent in
interest subsidies or in''deferred depreciation”, or a combination of such
aids. The capital subsidy may concern a volume of investment of 60 000 ECU
per man work unit (MWU) and 120 000 ECU per farm.

In the area of special measures for mountain and hill farming and farming in

less—favoured areas, the main provision remains compensation against perma-

nent natural handicaps (compensatory allowance).

Regulation (EEC) No 355/77

Council Regulation (EEC) No '355/77 of 15 February 1977 on common measures for
the improvement of the conditions of processing and marketing of agricultural
products and of fishery products provides for direct involvement of the

Guidance Section in investment projects including:

(a) projects for the rationalization or the development of storage, packa-
ging, preservation, treatment or processing of agricultural products;

(b) projects for the improvement of marketing channels;




(c) projects for improved information on prices and pricing of the markets
for‘agricuLtural products;

(d) projects for feasibility studies of new technical and economic pro-
ceséing technidues at industrial level (pilot projects), and in parti-
cuiar the deVelppment of new products and by-products; .

(e) 'projects for energy saving or evacuation, recuperation and/or recycling
of manufacturing waste under faciliéieS’referred to at points-(a), (b),
(c) and (d); :

(£) projects (on certain eond1t1ons) ‘for the purchasing of harvesting

machinery.

Also, the projects must normally refer to products listed in Annex II to the
Treaty (agricultural products).

The aids are intended in the first place for projects which, while contribu-
ting to the improvement of the situation in agricultural products section,

also meet the following criteria: .

€a) that they contribute to the guidance of production sought by the common \
agrlcultutal pollcy or entail the creation of new outlets for agrlcul*
‘tural production, in particular through the marketing of new products;

(b) that they are likely to relieve the intervention machinery of the EEC
market organizations by providing a response to a need to improve
‘structures in the lohg tefm; i ; :

(c) that they are located in‘regions which have particular difficulties to
contend with in adapting to the economic conditions and consequences of
the common agricultural policy or that they benefit' 'such reglcns,

(d). that they help to shorten or improve marketing channels or' contribute
to the rationalizatioh,of the proqessing of,agricultural products;

(e) that they contribute to improving the quality, presentation and packa-
ging of products or contribute to a better use of by—products (in par—'~

ticular through the recycling of waste).

Also, the projects must: k -
(a)  form part of programmes;
(b) be sufficiently profitable;

(c) contribute to the lasting economic effect of the 1mprov1ng of structure

sought by the programmes.




— 76 —

kApplicatipns must be submitted through the Member State concerned, with its

endorsement. = The Commission takes decisions twice a year on the granting

of assistance.

Commission proposals for the adaptation of agriculture to the new situation

of,;he’markets and the preservation of the countryside (COM(86) 199 final)

Following up the Green Paper, the Commission proposed the following measﬁres
(com(86) 199):

(a)

(b)

(c)

(a)

“(e)

(£)

(g)

introduction of a "pre-pension" scheme to encou}age early .departures
from the 1and for farmers over 55 years of age agreeing thafvtheir land
should be wiﬁhdrawn from ferming or transferred to a young close rela-
tive.  The aim of this measure is to cut back production potential

and help rejuvenate the industry, which will facilitate the‘necessary
adaptation and reorlentatlon, :

aid to the adaptation and reorganlzatlon of farms by young farmers
setting up for the flrst time as "main occupation" farmers, with a view

to achieving qualitative improvement, conversion or "extensification"

of production in relation with market requirements. In this framework,

financial qompenéation—for any cutﬁaek\in»production will be paid;:
increase in the compensatory allowance, on certain conditions, in
speclfled less—favoured reglons,‘

1ntroduct10n in certaln areas of incentives to. encourage farmlng methods
compatlble with the increasing need to ;protect the environment and pre-
serve the countrys1de,

strengthening of tralnlng and adv1sory schemes,

renewal and intensification of, the scheme to encourage farmers to form:

‘groups;

under Regulation (EEC) No 355/77, less stringent conditions for pro;ects
for processing or marketing of products of "biological" agriculture and =

and for pilot or experimental projects.




Table No 16

EAGGF Guidance Section measures

INDIRECT MEASURES

Socio—structural measures

Counc11 Directive 72/159/EEC of 17 April 1972 on the modernization of
farms

Council Directive 72/160/EEC of 17 April 1972 concerning measures to
encourage the cessation of farming and the reallocation of utilized agri-
cultural area for the purposes of structural improvement.

Council Directive 72/161/EEC of 17 April 1972 concerning the provision of
socio-economic guidance for and the acquisition of occupational skills by

persons engaged in agriculture

Council Regulation (EEC) No 797/85 of 12 March 1985 concernlng the impro-

~vement of the efficiency of agricultural structures.

Measures for. less—favoured areas

CouncilyDirectivé 75/268/EEC of 28 April 1975 on mountain and hill farming
and farming in certain less-favoured areas

Council Regulation (EEC) No 270/79 of 6 February 1979 on the development
of agricultural advisory servicés in Italy

Council Directive 78/627/EEC of 19 June 1978 on the programme to accelerate
the restructuring and conversion of vineyards in certain Mediterranean ~
regions in France

Council Directive 79/173/EEC of 6 February 1979 on the programme for the
acceleration and guidance of collective irrigation works in Corsica

Council Directive .79/174/EEC of 6 February 1979 concerning the flood pro-
tection programme in the Hérault Valley

Council Directive 79/359/EEC of 26 March 1979 on the programme to speed up
the conversion of certain areas under vines in the Charentes departments

Council Directive 78/628/EEC of 19 June 1978 on a programme to accelerate
drainage operations in the less-favoured areas of the West of Ireland

Council Directive 79/:197/EEC of 6 February 1979 on a programme to promote
drainage in catchment areas.including land on both sides of the border
between Ireland and Northern Ireland

Council Regulation (EEC) No 1820/80 of 24 June 1980 for the stimulation of
agricultural development in the less-favoured areas of the West of Ireland
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- Council Regulation (EEC) No 1054/81 of 21 :April 1981 establishing a common
measure for the development of beef cattle production in Ireland and
Northern Ireland

- Council Regulation (EEC) No 1939/81 of 30 June 1981 on an integrated
development programme for the Western Isles of Scotland (Quter Hebrides)

- Council Regulation (EEC) No 1940/81 of 30 June 1981 on an integrated
development programme for the department of Lozére

- Council Regulation (EEC) No 1942/81 of 30 June 1981 for the stimulation of
agricultural development in the less—favoured areas of Northern Ireland

- Council Regulation (EEC) No 1944/81 of 30 June 1981 establishing a common
- - measure for the adaptation and modernization of the structure of ‘produc-
tion of beef ‘and veal, sheepmeat and goatmeat in Italy

- Council Directive 81/527/EEC of 30 June 1981 on the development of agri-
culture in the French overseas departments

- ‘Council Regulation (EEC) No 2195/81 of 27 July 1981 on a special programme
concerning draxnage operations in the less-favoured areas of the West of
Ireland k

- Council Regulation (EEC) No 1975/82 of 19 July 1982 on the acceleration of
agricultural development in certain regions of Greece

- Council Regulation (EEC) No 2966/83 of 19 October 1983 on the development
of agricultural advisory services in Greece

- Council Regulation (EEC) No 2969/83 of 19 October 1983 establishing a
special emergency measure to assist stock farming in Italy

- Council Regulation (EEC) No 2088/85 of 23 July 1985 on the Integrated
Mediterranean Programmes

- Council Regulation (EEC) No 3828/85 of 20 December 1985 establishing a
specific programme for the development of agriculture in Portugal

Measures concerning markets

- Council Regulation (EEC) No 1360/78 of 19 June on producer groups and
associations thereof

- Council Regulation (EEC) No 1696/71 of 26 July 1971 on the common organi-
zation of the market in hops ;

- Council Regulatlon (EEC) No 1035/72 of 18 May 1972 on the common organi-
zation of the market in fruit and vegetables

| Financed under Chapter 38 of the budget




Council Regulation (EEC) No- 1078/77 of 17 May 1977 introducing a system
of premiums for the non-marketing of milk and milk products and for the
conversion of dairy herds

Council Directive 77/391/EEC of 17 May 1977 introducing Community measures
for the eradication of brucellosis, tuberculosis and leucosis in cattle
extended by Council Directive 82/400/EEC of 14 June (982!

- Council Regulation (EEC) No 2511/69 of 9 December 1969 laying down special

measures for improving the production and marketing of Community citrus
fruit

Council Regulation (EEC) No 456/80 of 18 February 1980 on the granting of
temporary and permanent abandonment premiums in respect of certain areas

~under vines and of premiums for the renunciation of replanting

Council'Regulation (EEC) No 457/80 of 18 February 1980 establishing a
system of premiums for the cessation of wine-growing in France and Italy

Council Decision 80/1096/EEC of I1 November 1980 introducing Community
financial measures for the eradication of classical swine fever

Council Decision 80/1097/EEC of 11 November 1980 on financial aid from the
Community for the eradication of African swine fever in Sardinal

CouncilyReguiation (EEC) No 1055/81 of 21 April 1981 introducing temporary
financial aid from the Community to Ireland for gre-movement tuberculin
testing and brucellosis blood sampling of cattle

Council Regulation (EEC) No 389/82 of 15 February 1982 on producer groups
and associations thereof in the cotton sector

Council Regulation (EEC) No 895/85 of | April 1985 concerning a common
action for the improvement of structures for wine-growing in Greece

Council Regulation (EEC) No 777/85 of 26 March 1985 on the granting, for
the 1985/86 to 1989/90 wine years, of permanent abandonment premiums in
respect of certain areas under vines

DIRECT MEASURES

Council Regulation (EEC) No 355/77 of 15 February 1977 on common measures
to improve the ‘structures for processing and marketing agricultural pro-
ducts:

Council Regulation (EEC) No 1760/78 of 25 July 1978 on a common measure
to improve public amenities in certain rural areas

Council Regulation (EEC) No 269/79 of 6 February 1979 establishing a com-
mon measure for forestry in certain Mediterranean regions of the Community

Council Regulation (EEC) No 1362/78 of 19 June 1978 on the programme for
the acceleration and guidance of collective irrigation works in the Mezzo-
giorno

Financed under Chapter 38 of the budget
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Council Regulation (EEC) No 458/80 of 18 February 1980 on collective pro-/
jects for the restructuring of vineyards

Council Regulation (EEC) No i938/8| of 30 June 1981 on a common measure to
improve public amenities in certain less-favoured agricultural areas of
the Federal Republic of Germany

Council Regulation (EEC) No 1941/81 of 30 June 1981 on an integrated
development programme for the less-favoured areas of Belgium

Council Regulation (EEC) No 1943/81 of 30 June 1981 on a common measure to
improve the processing and marketing conditions in the cattlefeed sector
in Northern Ireland

Council Regulation (EEC) No 2968/83 of 19 October 1983 introducing a com-

- mon measure for the acceleratlon of collective irrigation operations in

Greece

MEASURES CONCERNING'FISHERIES

- Counc11 Regulation (EEC) No 3796/81 of 29 December 1981 on the common

organization of the market in fishery products’

- Council Regulation (EEC) No 31/83 of 21 December 1982 on an interim common

measure for restructuring the inshore fishing industry and .aquaculture




Table No 17

Aid granted from thé Fund, bi,Member State,

DIRECT MEASURES

at 31 December 1985

(*000 u.a./EUAJECU)

"BELGIQUE/

DANMARK

X ‘ 1w TED ’
REGULATION BELGIE OEVTSCHLAND | ELLAS FRANCE IRELND 1TALIA LUXENBOURS | MEDERLAD | iy L
12/6 123,557 42,808 13,41 - 330,49 was | 201,50 7.108 134,045 98,874 1,581,120
355/11 26,196 2,126 N7,404 w388 | 152,366 R | 2005 1,621 40,926 £5,985 700,005
1852/78 85 39n 43N 1,580 | 10,08 W2 | 12,8 = 2,261 16,936 10,213
1505/16 - . - = Bt ol 21,155 - - - 7,15
2395/19 - - - 8,478 - - - - - 8.478
1160/78 - - - - 26,321 - 45,98 - - - 12,204
269/19 - - - - 49,742 - 19,395 - - - 129,137
1362/78 - - - - . < 142,366 - - - 42,366
a2 - - 2,869 - 6,516 - - - - - 9,385
1943/81° e - g - o - - - 3,720 3,120 .
1938/81 - - 14,305 - - - - - - - 14,305
1941/81 46 - - - - - - - - - 6
2968/83 - - - 2,519 - - - - - - 2,519
2908/83 2,800 305 3,366 kr4] 6.067 2,46 2,341 s 550 6.142 17.186
ToTAL | 155,457 74,250 695,669 | 18,868 590,029 mam | 197,40 8.729 178,500 | 191,65 2,781,808
- INDIRECT MEASURES
In progress 60,743 101,853 555,976 | 155,950 668,100 380,140 161,581 9,977 m,se0 | 616,727 2,802,627
. Completed 9,200 o 2208 58,991 - 45,289 1.873 122,468 1,46 10,061 40,341 353,467
TOTAL 1} 63,943 100,151 ‘m.m 155,950 713,389 382,013 339,049 17,923 121,60 117,068 3,236,008
TOTAL 1o 11 225,400 178401 - | 1,270,636 1,303,418 403,213 |1.136,498 %69 300,231 908,725 6.017.9%

174,818
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Aid granted from the Fund, by Member State, at 31 December 1985

DIRECT MEASURES

(000 u.a./EUA/ECU)

REGULATION | WOV | oun ™ [omrouao] tws | e | wewo TR T

: BELGIE : KiNDoN
e 123,501 42,808 SO - mem | seess | wmam 6,776 14,637 | 98,007 1,565,766
s/ 43,923 38,510 WIS | 9L | 2161 121,10 539,613 263 | w06 |zt | 15055
1160/14 - - a . A8 - 136,516 » i e 184,063
269/79. - - - - 89,5 | - - 197,088 - . — © 286,626
1362/18 - - - - - - 265,435 - - - 265,435
1852/18 8% 4.829 4,806 8,00 nam | 204 28,155 - 345 | 19,808 103,622
aun - - 2,869 - 671 - - - - - 9.3
1505/76 - - . - - - 45.000° - - - 45,000
2395/16 - - = - ] s - - - - - 215
1%3/81 - - - - - - - - - 6.763 6.763
1938/81 - - 35,743 - - - - - - - 35,743
1%1/81 3 - Sy ey N N - - N - ) 9
458/80 - - 3,525 - 10.850 - 9.%5 - - - 0,320
2968/83 - - - 16,083 - - - - - - 16,003,
~ 2908/83 8222 | 1248 6,903 ) 10,924 5.2 5.204 M - 3,39 | 19,178 132,360
TOTAL 1 176,501 93,563 746,896 | 227,02 m,its | 183913 | 1,56,27 oa2 | 1.0 | 266,907 a7

INDIRECT MEASURES
. In progress 60,781 103,953 565,205 | 15,9 | 6.4 | 390,183 161,581 10,020 110,933 | 678787 | 2,905
Completed 9,200 2,298 58,991 - 45,289 1.873 111068 1,946 10,061 | s0.1 33,467
¥ - ] ) .

ToTAL i} - 69,981 106,251 419 | 155,92 | 7933 | 38205 139,09 .96 | 20099 | 119,128 3,255,006
TOTAL 1o 11 5,512 | 200,00 1am,00 | 3.9 | 16,178 | 6598 | 1,805,576 21,318 o2y | w605 1,516,131
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Reglonal breskdown by Nesber State of projects fininced by the Guldance Section - Regulation (EEC) No 355/77 - Years 1978-1965
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Table No 21

IKDIRECT “EASURES 1% APPLICATION
{Zonaitaents and payserts up to 31,12,1335)

(7000 n.a./EUA/ECU)

TEASURES [BECGIMEVBELGIE | DANWRK DEUTSCALAID TS FRAHCE TRELAD [ TUIENGOURG TEORLAND | UNITED KiB@D0T | TOTAL |
T Gener:al socto-structural .
rective Ko 12[T9]EEC ain 50,939 189,308 9 3,676 wan na2s 1683 83,27 2.m 79206
Oirective bo 72/160/€EC ] - 4551 - - 801 b2/ - - mn ng 6.022
Directive No 72/161/€EC 1.3 693 A0 - 2,155 1016 1,93 - 39 m .23
1 __Tome ! 23,12 1,530 198,518 181 2,28 48,855 19,098 1,683 8,435 L_193% 193507
TT, To assist less-favoursd regions ‘ -
Directive No T5/2G8JEEC 19,59 - 108,97 a2 01459 .1 6,720 6,85 o 289,383 91,302
Regulation (EEC) Mo 270/79 - i b 2 A - 9 - . - 9t
Regilation (EEC) No 1944/51 - - - i - - 1,95 i - - 1,95
Otractive Ko 78/621/EEC - - - L 48,002 - - - - -
Directive Ko 79/173/EEC - 5 - - 2.8 - . - - -
Directive No 79/174/EEC “ 5 2 . 829 - - - - -
Directive Mo 79/350/€EC “ . - - 13,56 - A - - =
Regulation (EEC) No 1940/81 . - - . 2623 - - = - -
Oirective No 81/527/€EC . - - - 415 - - - - -
Directive. No 78/628/EEC R - i - o 3,215 R - . 3 s
Directive No 79/197/EEC i % : . - 139 . . B L
Regulation (EEC) No 1820/80 - - 3 . - 8,024 . 2 B =
Regul ation (EEC) No 1054/81 . " . . . 25,99 . . - 4,705
Regulation (EEC) Mo 1821/80 - m . - . - . - N .
Regulation (EEC) Ko 1939/81 - s . R v . . . B 2.2
Regulation (EEC) No 1942/61 - . . . & . . . . 2.1
Regulation (EEC) No 1975/62 : - - 63,266 - s - - - .
Regulation (EEC) No 2966/83 & : - S . - - . - -
Regulation (EEC) Mo 2968/83 L - KR B - - P . . . -
TOTAL 11 19,598 ji7d 108,97 18, 041 39.281 3015 2.8 585 1o 332800 1,310,625
W, Structural coanected vith market -
ons
n - 5.9 - [t 1 - - . 1109 1075
Regulation (EEC) Mo 1035/72 1025 865 3261 26 1551 % 1078 - 1.208 196 20,539
Regulation (EEC) No 389/82 - . a s.a28 - ‘ - . - - 6,428
Regulation (EEC) No 1163/76 2 - & & 30,822 - 1,010 - - . (Y X1
Regulation (EEC) Mo . 456/80 - - . 261 76,380 - - s - - nam
Regulation (EEC) Mo 457/80 - - . R R K . . - : -
Regulation (EEC) No 458/80 - 1,485 3 6.115 . 7% 2 . 3 8,960
Regulation (EEC) No 2511/60 - - .l W \20 . 36,955 - - .. naa
Directive No 77/301/€EC 9.675 260 1460 268 45,90 13,63 L - - A% 1.2
Decision Mg 80/1096/€EC - - - - . L . 109 - - 109
ToraL 1t 10,933 1,125 1,620 1.1 163,786 13,13 69.679 109 1.208 129 203,174
1Yo Common measure financed by the Guarantes i
ogulation (EEC) No 107017 Comaituonts 12 50,509 20,001 - 8,568 16,08 - 1.0 25,181 8,50 503,484
(ng) Paynents 2,085 48,410 230,813 - .95 16,004 - 199 25,821 L1 8,536
¥, Fishery Measures :
Financed under Ttea 461 of the budget
lation (EEC) Wo 3796/81 - - 19 - 251 (] 2 - - 6 %
TOTAL L= ¥ Counl taents 60,781 ' 103,959 565,205 155,952 674,144 330,183 161,581 10,020 110,933 678,197 2,901,539
Payaents 60,744 101,85 555,977 155,982 669101 380,10 161,531 9.911 - 111,580 676,726 282,632
Financed under ites 3800 of the budget
Directive bo WELED 2,084 35 A mn 9,192 3.9 s.76 - - - 21,%5
Regulation (EEC) Ho 1055/81 - - - - < - - - - . .
Deciston No 80/1096/EEC 3,709 - 2210 89 [ - 3,160 ] 16212 - 45,387
tico (EEC) ¥o 2969/83 - - . . - - 2,8 - - - 21,823
L JOTAL 5,793 35 .60 L 561 10,737 3,91 29.7%0 2 16.272 - 88,775




'Table No 22 - INDIRECT MEASURES CONPLETED

(n.a./ECU)

| NEASURE o | oo ] o |oarscamo | o | v | omon [ weeows | s [ TID
1.0live and olive ofl : " _ N = i _ _ _
Art, 13 R, 130/66 LOMDBOE 8,000,000, 00 -
7.Fruit and vegetableSand
olive ot} 45,000,000, 00 - - - - - 45,000, 000, 00 - - -
Arts & Ro 130/66 :
3-;";;}:;" surveys 1.301.148,00] 256,602,000 - 1.622,628,00 | - 2,012,6%,00 - 3,135,030,00{  11.8%8,00]  260.896,00] -
4.Fruit and vegetable $7.299.539,00 = - ° . - #7.299.539,00 IR vl ~
Art, 13 R, 159/66 . g 9,
ScAfrican swine fover 3,151,222, % - - - - - 151,222, % - - -
R 340/e , 3. .222.‘
5-:293';7:;" urvey 3.600.000,00} - 111.870,00 = ] 938.160,00|  1.013.850,00 - 1,404,000, 00 zo.zse.mr 111,870,00| -
1.Rav tobacco 15,000,000,00 - < 2 E - 15,000,000,00 « - L
Art. 12 § 1R, 130/66
8.Integration of Luxesbourg .
agriculture ] - 7.500,000,00 - - - - - - ?.soa.mo,wl - -
R 3170 :
Q.SRIa:g;{s;;:f covs ATATA00,6] 34m8ME38 - 25,467.402,61 | 15,353,708,61 - #18.400,00 153.7;3.53' 2,267.43,97 o
m'ﬁ;:;’hf fruit trees 35,437.54,72| 3,501,630, 00 - 10.436,335,00 | 8,983,458, 97 - 7.763,515,08]  91,087,08] 4,561,448, 50} -
n, 3375 ;;;‘1'3“"‘ survey 8.530,001,50|  238.772,48 242.508,96 - 1.300.%2,99|  1.733.788,96 | 616.364,50| 3.666.341,78|  20.610,57) = 300.554,20]  418.061,06
" bir, ‘ : 3 _
12,Fruit tree survey 729,900,00]  15.000,00 < 42,000,00]  196,000,00 - 441,600,00 300,00 35,000,000 - -
Dir, 71/286 l . !
13.Conversion to beef : : | ) .
produckion 18.312.29,50!  1.309.651,79 Z.m.us.so[ 18.855.896,35 | 12.947.642,25 | 1,254,556, 69 - With0,650  1.911.343,68] 39,922.605,19
RT3 , ;
14,Reorganizing Coamunity ‘ 96‘ )
frutt production 6,054,984, 13 zsa.ssn.ﬂi 26,282, 321,981,311} - 3.001.860,01 e 1,788,609, 88 7.32,30)  60A.747,06 S
R TH/T6 : : ‘ o
TOTAL 353,467,173,04 9.199.152,24 2.298.19%,87 58.990.946,30} - 45.288.613,70 | 1.872.921, 28| 177.468.318,68| 7.945.046,23 1o.oc1.m.suf 40.340,666,25

— 98 —
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‘Table No 23

Directive No 72/159/EEC
Modernization of fares

Measurps ‘provided for by - |Reimbursement by the Fund (ECU)
;ro'ﬁ The [% of
MEMBER STATE Art, 8 | Art,10 Ar{. 1 ,‘rt. 12 {art, 13 ' P;Bé;:“‘g . t,otal at
g U] (@) (3) ® (s) fn 1985 scheme untill 31,12,1985
31.12.1985
BELGIQUE/BELGIE 14,235 1S | 19,102 W - 4,526,136 21,632,569 2,9
DANMARK 15229 | © 29 | 10,409 ST - 6,619,504 50.838.601 6,8
DEUTSCHLAND - 42,326 228 | 21.2% 116 | S0 25,377,013 189,894,283 25,3
ELLAS - - 4,875 - - - 180,671 -
FRANCE 33.076 | 6,928 | 56,379 | 13,463 1 - 83,676,237 1,2
IRELAND 30,676 { 1.215 | 23.625 21 - - 47,176.811 6,3
ITALIA 5,105 793 76,251 kr4] - 7.492,088 17,225,226 2,3
LUXEMBOURG r3] 9 - 3 - 679,516 1,683,029 0,2
- |NEDERLAND 1% 9 - 953 5 10,585,665 83,926,988 1,2
NITED KINGDOM 33,986 | 14,740 | 27,769 3 - 39,811,987 252,971,473 33,8
TOTAL 195,158 ’25.18k 245,624 | 15,688 | 592 95,091,969 749,205,888 100,0

From the beginnif\g of the scheme:

(1) Number of development plans approved

(2) Number of farmers qualifying for the premium for switching to beef/veal or
sheepmeat production

(3) Number of farmers qualifying for aid as an incentive to keeping accounts

(4) Number of groups qualifying for launching aid for mutual assistance between farms

(5) Number of land consolidation and irrigation projects

Directive No 72/160/EEC

Cessation of farming

Number of be-] Reimbursement by the Fund (ECU) i
neficiaries ; % of total at
MEMBER STATES :Lfrom the be- krom the beginning
%l_llnnmg of 1n-1983 &‘?f the scheme until 31.12.1985
e _scheme 31.12,1985
161 23,633 133,915 2,2
3,820 192,006 ) 4,550,785 15,6
2,151 - 806,658 13,4
110 - 17.559 269,532 ' 4,5
3 42,607 1M1 1,8
235 14,895 19,281 2,5
TOTAL 6,312 890,700 6,021,949 00,0




— 88 —

Table No 24

Directive No 72/161/EEC

Training and information

‘Measures provided for byl Reimbursement by the Fund (ECU)
TN from the be
MEMBER STATES Title I Title II T Linning of 1,2 °§tt°tal
- in 1
1 (2) the measure
" bncil 3112 3112198
1985
BELGIQUE/BELGIE 182 1.1 165,251 1,360,882 3,6
DANMARK 17 2,808 163,625 698,473 1,8
DEUTSCHLAKD 1% 21,075 403,890 4,072,863 10,6
FRANCE 63 339,862 3976, | 27,755,339 7,5
IRELAID - 10,237 318,125 1,418,017 3,7
ITALIA 101 18,656 188,640 1.862.915 4,9
NEDERLAID 2 - = 396,481 1,0
. jumiTeD KineDoN m 1,135 9,403 113,793 1,9
TOTAL 1415 406,820 6,310,078 | 38,278,763 00,0

From the beginning of the scheme:

(1) Number of socio-economic counsellors trained and appointed
(2) Number of farmer-trainees wno have attended and completed a course to
obtain a further qualification
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Table No 25

Directive No 75/268/EEC

Hill farming and farming in less-favoured regions®

Measures provided for | Reimbursement by the |
in Fund (ECU) ’ 7 of total
MEMBER STATE§ Title II | Title IV ; EF“‘,‘he bemp. ak
(1) (3) (2) (3) in 1985 t;te\n;te}iszfe 31.12.1985
: until 31.12.45
BELGIOUE/BELGIE|  11.606 963 2,387,958 19,597,555 | - 2,0
OEUTSCHLAND 90,026 54 13,674,108 108,946,932 1,6
ELLAS 183,857 - 29.159.831 81,541,544 8,6
FRANCE 140,39 1,301 - 203,458,70+ 21,6
IRELAND 90,109 15,141 26,005, 374 172,778,668 18,3
ITALIA 123,132 1,164 11,903,305 60,719,898 6,4
LUXEMBOURG 3.810 - - 6,853,609 0,7
NEDERLAND 230 : - 41,13 10,150 0,1
UNITED KINGDOM 46,246 m 34,909,292 289,382,1M 30,7
~TOTAL 689,500 . 19,29 118,087,000 943,389,831 100,0

From the beginning of the scheme:

(1) Number of farmers qualifying for the compensatory allowance for natural
handicaps
(2) Number.of joint investment schemes
~(3) The numbers of beneficiaries given in the table represent' those consi-
dered for Fund aid, i.e. not necessarily all the -beneficiaries in the

Member States :
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