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PRELIMINARY REMARKS

The Commission submits herewith its proposals for agricultural prices and
related measures for the marketing year 1983%/84. The proposals comprise
three parts. The present document, Volume I, includes the general
explanatory memorandum and the explanatory memoranda for the different
product sectors: a summary of the proposals will be found in paragraphs 65
to 83. The financial implica%ions are explained in Volume II. The legal

acts concerning the prices and related measures are contained in Volume III.

The Commission's proposals for 1983/84, as for the preceding year, are
based on the fundamental considerations set out in its memorandum
"Guidelines for Buropean Agriculture" (COM(81)608 of 23 October 198l) in
which it analyzed the development of the Community's agriculture and
expounded a long-term strategy for the adaptation of the common

agricultural policy.

The proposals are formulated also in the light of the information contained
in the 1982 Report on the Situation of the Agricultural Markets
(COM(82)794) and in the 1982 Report on the Agricultural Situation in the
Community (to be published in January 1983 in conjunction with the General

Report on the activities of the Buropean Communities).

The Commission has also taken into account the resolution adopted by the
Burcpean Parliament on 18 November 1982 on the preparation of the

agricultural price proposals for 1983%/84.
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INTRODUCTION

The year 1982, which marked the twentieth anniversary of the common
agricultural policy, saw a number of important developments in the

agricultural field.

Following lengthy discussions in the Community institutions on the future
development of the CAP, the Commission proposed a series of measures for
putting into practical application the principles outlined in its
memorandum "Guidelines for European Agriculture”, and in particular the
modulation of the price guarantees through the introduction of guarantee
thresholds in a multi-annual framework, with measures for the participation
of producers if these thresholds are exceeded. In its decisions on prices
for 1982/83, the Council to a large extent followed this approach; it
adopted a nu@ber of concrete measures (for example, for cereals) but in
other cases (for example, for milk) it accepted the principle but reserved

a decision on the modalities of practical application.

Subsequent events have confirmed the Commission's view that its guidelines
for adapting the common agricultural policy continue to represent the most

sound basis for future development of the poiicy.

During 1982 the volume of agricultural production reached record levels for
a number of products (cereals, milk) and in other cases near-record levels
(sugar, wine). Prices received by producers developed favourably, thanks
to the support afforded by the market organizations, with positive results

for agricultural incomes.
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lowever, the performance of Community agriculture has brought with it some
problems of market management. With consumption within the Community of
many agricultural products remaining stagnant or increasing very slowly,
the Community has become increasingly dependent for disposal of its
products on world markets; and these markets in turn are in a ditficult
state because of the expansion of production and stocks in several
important exporting countries, and the slow economic growth worldwide.
This situation serves to underline the fact that, as Europe's exports of
agricultural products develop in the long term, the Community needs to
ensure that its agricultural prices are brought more into line with those
received by producers in competing countries, or that its agricultural

producers participate more in the cost of exports.

It serves also to emphasize the danger, of which the Commission has given
repeated warnings, of maintaining guaranteed prices or subsidies for
unlimited quantities of production, not necessarily geared to the needs of
the market. The exceptionally high volume of production in 1982 is only
the continuation of long-term trends. It poses even more acutely the
challenge which the Community has faced for a number of years in the
agricultural sector: that is, to re-orient the market organizations in
such a way as to bring supply and demand into better balance, and to
ensure the most efficient use of the Community's economic and financial

resources.

For thege reasons, the Commission considers that the price proposals for
1983/84 must be based on the lines already indicated in the memorandum
"Guidelines for Ruropean Agriculture"”, in order to ensure a rational
development of the common agricultural policy in a multi-annual
framework. It considers that the decisions taken by the Council in May
1%32 concerning guarantee thresholds (cereals, colza, milk) should be put
into application, taking account of the forecasts of the developmeni of

the markets for the products concerned in the medium term (5 years).



A. GENERAL SURVEY

General economic situation

.
N

Despite some encouraging trends, the general economic situation of the
Community remains a matter of concern. According to the most recent

estimates, the situation may be summarized in the following way:

-~ the gross domestic product of the Community, after having contracted oy

0.6% in real terms in 1981, grew by 0.3% in 1982;

- unemployment continued to increase in 1982: whereas in 1981 the
percentage of jobless in relation to the active population was 7.7%, it
increased to 9.3% in 1982, which represents a total of more than

11 million unemployed;

- inflation, as measured by the implicit price of consumption, is
decelerating: whereas in 1981 the rate of inflation was 11.8%, in 1982

it is expected to be 10.5%;

- the deficit of the Community's balance of payments on current account
was slightly reduced in 1982 (-17.8 milliard ECU) by comparison with
1981 (-18.7 milliard ECU).

»
Thus, although certain indicators at the end of 1981 gave reason to expecf
a revival of activity in 1982, the first six months of 1982 saw another
turn-down in economic activity : according to the latest estimates, 1982
will have been a year of stagnation (growth of 0.3% of GDP in volume) and
for 1983 the most recent forecasts suggest that there will be growth of
only 1.1% in volume. Despite the importance of certain favourable
developments such as the continued slowing-down of inflation, it must be
eriphasized that such a performance in 1983 would nevertheless not allow a

slowing-aown of the increase in unemployment.
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The developments in 1982 were not accompanied by a reduction in the
divergences within the Community. Thus, as regards inflation, as measured
by the implicit price of consumption, the rates have varied in Member
States from 5% to 23%, from half the Community average to twice the
Comnunity average. However, with the exception of Luxembourg, all Member

States had a lower rate of inflation in 1982 than in 1981.

Agricultural prices, costs and incomes

i5.

In preparing its price proposals, the Commission must take into account
the most recent information on the development of prices, costs and
incones in the agricultural sector. However, as regards the year 1982,
this information is at best in the form of estimates or forecasts, and in
some cases has not yet been officially communicated by Hember States. The

following indicators are therefore of a provisional nature.

A comparison at Community level of the increase in prices received by
agricultural producers with the increase in the prices of inputs (that is,
the prices of goods and services entering into agricultural production,
excluding wages, depreciation, rents and interest payments) shows that tie
increase in prices received by producers in 1982 (estimated to be 127) was
¢reater than the increase in the prices of inputs (estimated to be 10%).
This situation marks a turning-point in the development since 1S77. rrom
1977 to 1961, the increase in prices received by producers was lower than

that of input prices.
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At the level of lember States, the situations are very divergent; the
variations are considerable, and in some cases differ considerably tfrom
the variations in the development of infiation. 1In fact, in 1982 the
eatimated increase in average prices received by agricultural producers in
llember States range from 2% to 23%; the Community average is 12%. As for
the deveiopment of input prices, in 1982 the estimated increase in average
prices paid by agricultural producers ranged from 3% to 15%; the

Community average is 10%.

The development of agricultural incomes in the Community in 1982 is
expected to be more favourable than in preceding years. The statistic
generally used as an indicator of the development of agricultural incomes
at the Community level is the net value added at factor cost per unit of
labour of employed in the agricultural sector ("Sectoral Income Index").
At the date of the preparation of these proposals, the forecasts of
agricultural income for 1982 are not available in definitive form for all
llember States, because certain data have not yet been communicated
officially to the Commission. However, the results of the Sectoral Income
Index will be published early in 1983 by the Statistical 0ffice of the
Buropean Communities. At the same time, in the light of the data
communicated by Member States, the Commission will consider whether it is
possible to refine the indicators of agricultural incomes by taking
account of the develiopment of certain elements such as wages, rents,

depreciation and interest payments.

In the meantime, it may be provisionally estimated that, for Community
agriculture as a whole, agricultural incomes (in the sense of net value
added at factor cost per labour unit) will have increased by more than 5%
in real terms in 1982. This favourable development of incomes comes after
a period of 3 successive years in which they decreased in real terms (by

2.3% in 1979, 6.4% in 1980, 0.2% in 1981).
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20. A corresponding indicator for the development of incomes in the economy as

21.

a8l

a whole is net domestic product per head of the working population, which
in 1982 is forecast to increase in real terms by only O.%%. The
development in recent years of these two indicators of income, for the

economy as a whole and for agriculture, is shown in Graph 1.

The average increase in agricultural incomes in the Community as a whoie
in 1982 comprises wide variations, between Member States and types of
farming. The increase in percentage terms also conceals the fact that the
level of agricultural incomes per labour unit, expressed in absolute
terms, varies markedly from one Member State to another, and even between
regions in individual Member States. This disparity reflects the profound
differences in agricultural structure, and in general economic structures,

within the Community.

As far as Greece is concerned, the Commission was requested by the
Council, at the time of the 1982/83 price decisions, to make available as
soon as possible the figures on the development of agricultural incomes in
Greece. It has therefore examined this matter with particular care.’ In
1981 agricultural incomes (in the sense of net value aaded at ftactor cost
per labour unit) increased in Greece by about 5% in real terms. The
provisional forecast for 1982 is that they will increase by about 2% in

real terms.



Situaticn and prospects of agricultural markets

2%,

In its memorandum "Guidelines for European Agriculture" of October 1981,
the Commission analyzed the prospects for production, consumption and
trade for a number of important products taking the year 1988 as its
long-term horizon. In the light of those forecasts, and the suggested
long~term prodﬁction objectives, it proposed guarantee thresholds for
certain products for the 1982/83 marketing year. It indicated that
guarantee thresholds for successive years would be fixed at an appropriate
level, taking account of developments and prospects; and that the
long-term forecasts and objectives would themselves be reviewed and, if

necessary, adjusted as part of a rolling programme on a 5-year basis.

The Commission has now therefore reviewed the forecasts and production
objectives, taking the year 1989 as the new horizon. For this purpose,
the services of the Commission have employed a number of different
techniques of forecasting, including for certain agricultural products the
forecasts discussed within OECD. By their nature, forecasts of
agricultural production and consumption in the long term must be
approximate rather than precise, and serve to indicate the expected
direction and rate of change. HNevertheless, the Commission considers it
essential for the annual decisions concerning the prices and guarantee
thresholds to be taken in a longer-term perspective so that account can be

taken of underlying trends and prospects.
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25. Any forecast of demand for agricultural and food products depends on a
forecast of population and incomes. According to the estimates of the
Statistical Office of the Buropean Communities, the total population of
the Community of Ten will grow from 270.4 million persons in 1981 to
274.0 miliion in 1990, that is at an annuali rate of increase of U.1%%
(during the period 1971 to 1981, the annual rate of increase was 0.%2%).
The level of private consumption per head of the population (Community
average at 1970 prices) is estimated at 2,990 ECU in 1981 and 3,521 ECU in
1990, that is an annual rate of increase of 1.97%h. Thus a substantial
deceleration is forecast in the increase of the purchasing power of the
population, since the annual rate of increase recorded in the period
1970-1980 was 3.29%. The combination of these factors means that,
although there will be a continuing adjustment of the pattern of demand
for food products within the Community (including a growing demand for
processed products and prepared foods with higher added value), there will
te a much lower increase in overall demand for food products than in the

last decade.

In the foilowing paragraphs are presented the long-term forecasts for
individual products, together with an indication of the market situation

in 1982 and certain considerations concerning the guarantee threshoids.
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(a) Cereals

26. The 1982 harvest of all cereals has been estimated at 129.3 miliion tons

[

(+5.7% compared with 1981). This increase results principally from the
higher production of soft wheat, which is the most important of the
cereals (55.3 million tons) and for which an increase of 10.5% is
forecast. The production of other cereals will also exceed the quantities
of iast year, according to forecasts. The total production, excluding

durum wheat, is estimated at 124.9 million tons.

In the context of the 1982/83% price fixing the Council introduced a
guarantee threshold for all cereals, exciuding durum wheat, and this
threshold was fixed at 119.5 million tons for the marketing year 1982/83.
If average actual production during the three most recent marketing years
exceed this threshold, the intervention and reference prices for the
tfollowing marketing year are reduced by 1% for each 1 million tons by
which the threshold is exceeded. If imports of cereal substitutes exceed
15 million tons in the season preceding the fixing of the guarantee
threshold, the difference between the volume of these imports and

15 millions is added to the guarantee threshold; however, this was not
the case in 1980/81. Taking account of these conditions, the present

situation arppears as follows:

1980 harvest 119.8 million tons
1981 " 117.9 " "
1982 " 1249 " "
% year average 120.9Y million tous

Thus the guarantee threshold is exceeded by more than a million tons, and
consequently the intervention and reference prices for cereals for 198%/84

should be reduced by 1%.
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For the 1989 horizon (1988 harvest, to be marketed during the 1988/89
narketing year) a relative stability of the total area of cereals

(28 million hectares) may be expected, within which there might be an
increase of 10% (to 11.7 million hectares) for soft wheat and a siight
reduction (to .5 million hectares) for barley. Since yields will
increase for almost ali varieties of cereals, the total harvest of cereals
in 1988 will pfobably be of the order of 137.3 million tons (an annual
rate of increase between 1981 and 1988 of 1.8%).

As far as demand is concerned, the utilization of cereals is determined

particularly by animal consumption, which absorbs about ©0% of supply.

The demand for cereals for animal feed is in turn influenced by the
utilization of cereals substitutes (manicc, brans, corn gluten feed, etc.)
of which imports have grown rapidly in recent years because of the
Community's low level of external protection, which gives them an

advantage of price compared with Community cereals.

The Commission considers that in the long term a progressive reduction in
the gap between Community cereals prices and those applied by its main
competitors will reduce this competitive advantage, but in the short and
mediun term action should be taken to stabilize imports of cereals
substitutes. To this end action has already been taken concerning imports
of manioc (voluntary restraint agreements with principal suppliers) and
brans (increase in import levy) and efforts are being undertaken in GATT

concerning corn gluten feed.
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It is estimated that the foreseeable increase in animal production could
lead to a demand for cereals of the order of 74.5 million tons, taking
account of the new measures for imports of manioc. If, besides the
rmeasures concerning manioc, there is a reduction in the gap between
Community cereals prices and those of its most important competitors ou
the world market, demand for cereals could reach about 80 million tons.
lHluman consumption, industrial use, and use for seeds will remain
relatively stable. It thus appears that by the horizon 1989 the
exportable quantity of Community cereals could increase from its present

level of 17-20 million tons to some 20-25 million tons.

These considerations reinforce the Commission's view that guarantee
thresholds should be implemented effectively in the cereals sector in the
coming yvears. As regards the long-term objective for 1989, the guantity
previcusly suggested for 1988 (126 million tons for all cereals excluding
durum wheat) should be, in view of the difficult prospects on the markets,
retained at this stage for the 1989 horizon. Consequently the guarantee
threshold for 1983/84 should be increased to 120.56 million tons.
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The revised common organization of the market for sugar came into force on
1 July 1981. It includes a system of production quotas which leaves to
producers themselves (beet-growers and sugar-processors) the whole
responsibilitj for financing the disposal of sugar exceeding the
Community's internal consumption. The Community takes charge of the
disposal on the world market only of the quantity of sugar equivalent to
that imported from the ACP countries, which represented a cost of the
order of 440 million ECU in 1982.

During the 1982/8% season, by comparison with the preceeding season, the
area sown for sugarbeet was reduced by 9%. The yleld of sugar, which has
shown a positive trend for several years, remained stable. Thus the 1982
harvest is estimated at 13%.6 million tons of sugar, a quantity which is
lower than the 1981 harvest of 15.0 million tons, but which nevertheless

greatly exceeds Community consumption of about 9.5 million tons of sugar.

Taking account on the one hand of the trend of decreasing sugar
consumption per head, and on the other hand of the prospective increase in
population in the Community, it may be forecast that total consumption of
sugar in the Community will remain relatively stable. Since it is
probable that the price of sugar on the world market will be relatively
low in the medium term, the disposal of quota C sugar will be difficult
and financially unattractive. In these circumstances it would be
desirable for Community growers to reduce further the total area of sugar

beet,
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(e) Milk

35.

The dairy herd comprises about 25 million specialized dairy cows and

6 million other cows. The decline in the number of herds is continuing,
this decline being restricted to the smaller herds. Improved management
continued to raise average yield figures from 4 160 kg/dairy cow in 1981
to an estimated 4 260 kg/dairy cow in 1982. An increased proportion of
cow's milk (92.2%) was delivered to dairies. ILatest estimates suggest
that, in 1982, deliveries to dairies will reach 99 million tons, an

increase of 2.7%.

In fixing agricultural prices for 1982/83%, the Council decided that if
deliveries of milk to dairies in 1982 exceeded the guarantee threshold,
appropriate action would be taken to offset the additional expenditure
incurred. The threshold was established as the volume of deliveries to
dairies in 1981 (96.23 million tons) plus the estimated increase in
Community consumption (0.5%), giving a threshold of 96.71 million tons for
the year 1982. Since deliveries of milk in 1982 are provisionally
expected to reach 99 million tons, the threshold will have been exceeded
by 2.2%. The Commission has already proposed a reduction of 2.2% in the

intervention prices for 1983/84.

As regards the long-term development in the period up to 1989, it is
evident that production and delivery trends depend on a large number of
factors. It may be supposed that the dairy herd will stabilize at about
25 million specialized dairy cows and 6 million cows. Structural
adaptation and improved management, together with a steady improvement in
the genetic characteristics of the herd, should continue to produce annual

increases in yields of esround 1.5% per annume.
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The additional feed requirement will increase less rapidly, since the
higher yields will result from improvements in the genetic characteristics
of the herd and improved management. Several factors combine to increase
the proportion of milk production sold to dairies, particularly the
substantial decline in the number of small milk producers, restrictions
concerning off-farm sales of milk and dairy products, and lower interest
in on-farm use. As a result, the proportion of milk production delivered

to dairies may be expected to continue its upward trend of 0.5% per annum.

The combination of the increasing total production and an increasing
proportion of production being delivered to dairies, suggests that in the
absence of any change in the existing policy, deliveries to dairies will
increase in the coming years by an annual average rate of the order of
1.5% - 2%. If one takes the estimated 1982 deliveries of 99 million tons
as a point of departure, it may be estimated that deliveries to dairies
will be no less than 110 million tons in 1989, and may be as high as

114 million tons.

Overall consumption of dairy products within the Community depends on the
demand for the different types of produce. 1In the long term, a modest
increase in demand for fresh milk products may be expected, iimited to the
increase in population. Per capita demand for processed products, butter,
cheeses and preserved milk products, is expected to continue to increase
in line with rising incomes and lower real prices. On balance it is
estimated that total demand for dairy products will continue to increase
at an average annual rate of around 0.5% to reach 91 million tons in whole

milk equivaient in 1989.
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These forecasts demonstrate that, if current trends continue, deliveries
of milk in the Community will in the medium and long term exceed
consumption in the Community by a quantity far in excess of the realistic
possibilities for exports. This prospect underlines the need for the
Cocuncil to adopt effective measures in the milk sector for the
participation of producers in the additional costs arising from production
in excess of the guarantee threshoid, and at the same time to ensure &

better bslance on the market.

43 regards the guarantee threshold for the coming year, the Commission
proposes that it should be egquivalent to the guarantee threshold for 1982
plus 0.5%, (the present rate of growth in consumption) which corresponds

to 97.19 million tons.
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(d) Beef

42.

43.

In 1981, net beef production (excluding veal) declined, from the peak of
1980, to 6.1 million tons. Total domestic consumption also fell to

5.9 million tons, with the modest balance being absorbed in international
trade. In the total beef market (including veal) 6.9 million tons were

produced and 6.7 million tons were consumed.

The availability of slaughtered cattle follows a cyclical pattern of five
to seven years. In the long term, apart from cyclical movements, domestic
demand for beef is not expected to increase substantially. Analysis of
past demand has shown that the fall in producer prices in real terms has
not resulted in a reduction in prices to consumers. Since beef is
becoming less competitive than pork and other neats, increased demand will
only come from the modest increases foreseen in the population and rising
standards of iiving as reflected by increasing incomes. In consequence,
it may be forecast that the annual increase in demand in the coming years
will be of the order of only about C.3%. Starting from a domestic demand
of 6.9 million tons (the average for 1979 to 1981), this would suggest
that the corresponding figure in 1989 would be about 7.1 million tomns, an

increase of around 130 000 tons.

{Over the same period, producers may be expected to adapt to some extent to
the unfavourasle development of prices due in part to a slower increase in
demand. This could result in an average increase in production of between
0.5% and 1% per annum. Starting from a net production of 7 million tons,
the average net production between 1979 and 1981, this range of increases
would lead to an increase in production of the order of 350 000 tons, i.e.
total net production of beef and veal of between 7.4 miiiion and

7.7 miilion tons.
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(e} Sheepmeat

5. Evaluation of the long-term development of this market poses particular
problems notably because of the relatively recent creation of a common
market organization for sheep and goatmeat. A study of {the development of
this market organization will be made in 1983% and the resultis presented to

the Council.
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46.

47.
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Pigneat

In 1981, gross domestic production of pigmeat reached 10.2 million tons
while domestic demand was 10.1 million tons, so that net exports reached
180 000 tons. 1In the lcong term, the self-regulatory mechanisms of the
market organization for pigmeat can be expected to adapt supply to

demand. The‘analysis of past demand shows that factors such as income and
the price of alternative meats influence demand for pork. Projecting such
factors into the future suggests that per capita consumption of pigmeat
will rise from the level of around 37 kg per head in 1981 to 41 kg per
head in 1989. This is equivalent to an increase in domestic demand of

around 1.2 million tons.

By 1989, there is likely to be a positive trade balance of around 150 000
tons, which while less than in 1981, corresponds to the general pattern
observed in the past. Over the same period, gross domestic production is
expected to rise from the 10.2 million tons recorded in 1981 to around

11.4 million tons, an increase of around 1.2 million tons.




(&)

48,

4

- 26 -

kges and poultry

In 1981, usable egg production increased slightly to 4.16 million tons,
while total domestic uses rose to 4.07 million tons, of which over 94% was
used for human consumption. Taking account of factors such as price and
income, it may be expected that per capita consumption of eggs will rise
to around 14.6 kg/head by 19849, which corresponds to a total human
consumption of 4 million tons. One may assume that other uses, notably
eges for hatching, would increase in parallel. OQver the same period,
usable domestic production is expected teo rise to around 4.5 million tons,
an increase of around 0.% million tons. Meanwhile, net domestic uses in

1949 are expected to be around 4.3 miliion tons.

In 1981, poultrymeat production reached the record level of 4.2 miliion
tons and domestic demand increased to 3.8 million tons. The result was
record net exports of about 400 000 tons. It may be estimated that per
capita consumption will continue to increase from the current level of

14 kg in 1981 to somewhere in the range 15.5 kg to 17.5 kg in 1989 (it may
be noted that these projections are extremely sensitive to the hypotheses
retained for the effects of the prices of alternative meats). Taking a
rer capita consumption of 16.0 kg as the most likely projection for 1989,
total demestic demand would rise from 3.8 million tons in 1981 to

4.4 million tons in 1989. It is difficult. to make precise forecastgs of
{future production levels; however, if one assumes that by 1589 world
markets will have expanded so as to permit additional Community exports,
one may estimate that production levels would increase to around

4.8 million tons by that date.
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Oiliseeds

Yor colza and rapeseed the Council fixed a guarantee threshold of

2.15 million tons for 1982/83. If the average production in the three
nost recent marketing years exceeds this threshold, the target and
intervention prices for the following marketing year are reduced by 1% for
every 50 000 tons by which the threshold is exceeded. The present

situation appears as follows :

1980 harvest 1.965 million tons
1981 3t 1 . 998 " ”
1a&2 " 2.662 " "

% year average 2.218 million tons

Thus the guarantee threshold is exceeded by more than 50 000 tons, and
consequently the target and intervention price for 1983/84 should be
reduced by 1%.

For the 1989 horizon, a substantial increase in production of colza and
rape seed is forecast. The area sown to these products has already
increased from 522 700 hectares in 1979 to 1 020 Q00 hectares in 1982.
Since the area sown to sugarbeet is likely to decline, and there will
probably be a re-orientation of cereals production, a continued increase
in the area sown to colza and rape seed, of the order of 50 000 hectares
per year on average, could be the result. Since yields wili also
increase, it may be forecast that the 1989 harvest could be of the order
of 3.7 million tons (an annual rate of increase of &%), The disposal of
such a volume of production on the market could encounter problems. These
considerations underline the need for effective measures to be taken for
the implementation of a guarantee threshold in the coming years. As
regards the long-term objective for 1989./the quantity pfeviously
suggested for 1986 (3.3 million tons) should be retained. Consequently,
the guarantee threshold for 1983%/84 should be fixed at 2.29 million tons.
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Tobaceo

"he production of leaf tobacco from the 1981 harvest was 309 000 tons; a
small increcase is forecast for the 1982 harvest, the latest estimates of
production being of the order of 310 00O tons. 1In the three principal '
producing countries, production is increasing slightly in Italy and
Greece, but it is continuing to decrease in Frence where there is an
increase in production of Burley and Virginia tobacco and a reduction in
dark air cured tobacco. The marketing of tobacco from the 1981 harvest
has been satisfactory; it is expected that less than 1% of Italian
production and about 10% of Greek production may be taken into

intervention.

If there is no change in policy in the tobacco séctor, it may be estimated
that the total area planted to tobacco (currently L75 000 hectares in the
Community of 10) will not change but, thanks to increasing yields, tobacco
production could increase annually by 2% in the period up to 198Y. Thus
forecasts indicate that the 1989 harvest could be of the order of about
307 000 tons of baled tobacco. In view of the. present declining trend in
cigarette consumption in the EEC countries, it is probable that internai
demand for tobacco will be reduced if the quantities of varieties produced
remain the same. However, the conversion already undertaken in favour of
'American blend' varieties suggests that internal demand for these
varieties will increase, in view of the potential for use of 'flue cured'
and 'light air cured' tobacco in cigarette manufacture in coming years.

In this case, the Community's rate of self-sufficiency could increase from

45% in 1981 to 55% in 1989.
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54. Thus tne production of 246 000 tons of baled tobaccc previously foreseen
for 1988 has proved to be an underestimate. However, the development of
exports to third countries helped the disposal of the Italian oriental
tobacco from the 1981 harvest, and suggests that there will be outlets for
the coming harvests. Meanwhile a large volume of tobacco held in
intervention has been sold. Production in Greece has proved relative}y
stable since its accession. In view of the current market situation, the
Commission does not intend to propose a production threshold, because of
the deficit situation of tobacco in the Community. But the modulation of
the annual price increases should be accentuated so as to support the
varieties most in demand on the market. In the same framework, the level
of premium will be fixed in the light of the results of the enquiry
carried out in 1982. The measures to discourage sales to intervention

should be maintained.
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or 1962 the harvest is forecast at 170 million hectolitres, which 1is
Zreater than the 198l harvest of 139.4 million hectolitres, but not so
large as the production in 1979/80 which was 182.4 million hectolitres in

the Community of Ten.

i'ne production of wine in the Comaunity varies considerably from one
season to another. Nevertheless, since the 1971/72 season it has shown an

increasing trend (annual rate of increase of 0.50%). For the horizon

Y
1989, two scenarics are possible. If the measures recently adopted by the

Courcil concernirg distiliatior and the system of aid for must used for
enrichment, together with the limitation of plantings and the meesurcs for
abandonrent of vineyards have their full effect, tabie wine production

willi stabilize at around its present average of 110 nillion hectolitres.

A small continuing increase is also possible. This hypothesis is bascd on
the fact that the permanent granting of an aid for the use of concentrated
must for enrichment couid lead to some increase in ylelds. Thus
proauction of table wine could by 1989 reach a level of 117 million
hectolitres (wnnual rate of increase of 0.29%), to which should be added
sone 40 rillion nectolitres of wine which does not benefit from the sycten

n1 narket surport.
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L8. Uniike production, internal uses of wine show a downward trend, with ar
annual rate of reduction of 0.75% between 1971/72 and i03i/82. On the orc
hand, high ievels of taxation in certain northern countries have limitec
the increases in consumption of wine, while on the other hand there is a
long~term deciine in consumgption of table wines in Italy and krance. The
extrapolation of these trends to 1989/20 would show uses of 128.2 million
hectolitres by that date, compared with 13%6.2 million in 1981/62. Given
that consumption of quality wines is expected to increase still further in
future, the negative trend of consumption of table wine will be even more
pronounced. Thus the difference between production and consumption will
prcbably continue to grow, even if the new policy succeeds in stopping the

increase in production.
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(k) Fruit and vegetables

59. For certain kinds of fruit and vegetables, the 1982 harvest is higher than
average. This is particularly the case for apples, for which production
of 7.6 million tons is forecast, and also for peaches and plums. As
regards processed fruit and vegetables, the Council in its 1982/83 price
decisions fixed a guarantee threshold for tomatoes, and accepted that

appropriate measures should be taken if this threshold is exceeded.
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The structure of the Community's agriculture is developing relatively
slowly. During the ten years 1970-80, in the Community of sine, the
number of agricultural holdings of 1 hectare or more decreased by ubout
l.6% per year, reaching about 4.8 million in 1980, while the area of
utiiized cgricultural land belonging to these hoidings decreased by about
Ce3% per year, reaching about 85.7 million hectares in 1980. The sverage
size of these holdings increased from 1%.5 to 17.7 hectures of utiiized
agricultural land. The rate of change in the agricultural work-force was
nore rapid; from 1970 to 198C it diminished by an average of >.%% a
year. DBven during the period of economic recession in recent years, there
wus a relatively high rate of reduction in agricultural erployment, wiich

dirminished by 2.4% in 14979, 2.2% in 1980 and an estimated 3%.1% in 19&l.

The preceding figures give a brief picture of the development of the
Comrunity's agricultural structure. It is hardly necessary to add that
trhese Conmunity averages conceal very concideratbtle cifferences between

Member States.

The Commission considers that for the long-tern developrent of Community
agriculture, and for the improvement of agricuitural incomes, and for the
rrogressive reduction of disparities between income levels within
agriculture, and between agriculture and the rest of the economy, the
structural policy should play a more important role. It is not through
annuai increases in the common prices that the Community will succeed in
integrating agriculture into the general economy, or help farmers in
disadvantaged regious to participate in the process of rural development.
wow that the basic directives concerning agricultural structure are
approaching their dates of expiry - which have been prolonged by the
Council in most cases to 31 December 1983% - the Commission congsiders that
the structural policy should be reviewed and reinforced, just as the

policy of prices and markets itself is in the process of adaptation.
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6%. The measures of socio-structural policy in agriculture will have to be

ampiified in order to:

- take more account of the diversity of agricultural conditions within the
Community, and the different degrees of economic development which exist

at the regional level;

~ encourage the reorientation and diversification ot productions and the

introductiocn of new products and new production systems;

- exploit more fully the opportunities offered by improvements in product

quality, and the efficiency of the channels of processing and marketing;

- increase tlhe contribution made by agricultural research and advisory

services to facilitating the changes needed in agriculture.

Tre Commission will therefore make proposals shortly concerning the

ilong-tern development of the structural directives in agriculture.

bheanwhile the Commission will shortly submit to the Council & series of
neasures for integrated programmes for the econcmic development of the
llediterranean regions, including not only measures in thne agricultural
cector but measures in other sectors and for the general development of

regional infrastructure.
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Proposals for common prices

bb'

In sutmitting its price proposals for the 1Y8%/864 narketing year, the
Commission must take into account a number of different eiements,
including the market situation and prospects for the different products,
the development of incomes in agriculture, the consequences for consumers
and for the Community budget, and the general economic situation in the

Cormunity.

s regsrds the market situation, the long-tern trends remain a matter of

serious concern. For several important products, the rate of increase in
Comimunity production continues to be higher than the increase in Community
consuuption; meanwhile on the external markets, despite an active export
policy, the Community like other exporters encounters limited
possibilities because effective demand is governed vy the lack of economic
growth and the growing problem of indebtedness on the part of the
~mporting countries. As the Community is a net exporter of a number of
acricuitural producte, it is in its own interest to contribute to the
stabilization of world markets, within the framework of its international

obligations.
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L7, The development of agricultural incomes in 1982 has, on the other hand,

been more favourable than for many years, despite the delay in the price
decisions for 1Y82/8%, which were not adopted by the Council until

18 Mey 1982. The average increase in common prices, expressed in national
money, for the 1981/82 and 1982/83 marketing years was slightly higher
than the average rate of inflation in the Community. In most Member
States, the prices received by producers for their output have increased
mnore rapidly than the prices of their inputs. In addition, the volume of
agricultural production in 1982 has been at record levels. As a result of
all these factors, agricultural incomes (as measured by net value added
per unit of labour employed) have increased in all Member States more
rapidly than inflation (as measured by the implicit price of GDP), and it
.5 provisionally forecast that average agricultural incomes in the
Community will increase in 1982 by more than 5% in real terms. After a
period of three successive years during which agricuitural iuncomes

declined in real terms, 1982 therefore marks a year of recovery.

£, In assessing the prospects for agricultural incomes in the coming year

1987, account must also be taken of:

- the continuing potential for improved productivity in agriculture, due
to more efficient use of labour, machinery and capital, and to the

deveiopment of improved breeds of animals and varieties of crops;

- the continuing positive effects of the 1282/8% price decisions, which

will have their full impact only in 1983%;

-~ the prices increases resulting from green devaluations implemented or
decided by the Council since the 1982/&% price decisions (in June 1982
for Greece, Ireland and Denmark and in October 1982 for Belgium,
Luxembourg and France), which represent an average increase in

agricultural support prices in national money of 1.1% for the Community.
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‘"he situation and prospects for the economy in general are stili far f;om

encouraging. Although there has been a limited growth in the Community's
CDP in 1982, and a further increase is forecast for 1683, the numbers of
jobless continue to rise. The general level of income, as measured by net
domestic product per head of the working population (excluding the
unemployed) is forecast to increase in 1982 by only 0.3% in real terms.
However, the rate of inflation (as measured by the implicit price of
private consumption) has decelerated significantly and this trend is
forecast to continue : it has fallen from 11.8% in 1981 to 10.5% in 1982,
and is forecast at 8.8% for 1983. In 1982 input costs for agriculture
have risen less rapidly than inflation, and less rapidly than producer
prices. Ior 1983 a continued reduction in the rate of increase in the

costs of production may be expected.

In this context it is also important to recall that the recovery which
agriculture has known in 1982 has had positive effects for the industries
which supply the requisites of agriculture. For industries which process
its products it should be noted that the 'agri-food' sector is one of the
most important in the Community in terms of turnover and employment, and

its situation should not be undermined.
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71. It is against this general background that the Commission submits its
proposals for 1983/84, taking account of the objectives of the EEC Treaty,
and in particular of the long-term programme set out in the Commission's
memorandum "Guidelines for European Agriculture" of October 1981. The
Commission considers that a "norm” of 5.5% for the increase in the common
prices is appropriate for the majority of products, with higher or lower
increases for certaia other products, taking account of the market
situation and prospects. For cereals, a significantly lower increase is
proposed, as a further stage in the programme to reduce the gap between
Community cereals prices and those of its principal competitors, and a
lower increase is also proposed for sugar. For certain Mediterranean
products, higher increases are proposed. Meanwhile, for the products for
which the guarantee thresholds fixed for 1982/83 have been exceeded
(cereals, colza, milk) the Commission proposes a corresponding
modification of the intervention prices for 1983/84, so that the effective
increase in these intervention prices is reduced. Details of the prices
proposed for each product are given in the summary in paragraph 81 and in

the table at the end of this volume.

Proposals for dismantling monetary compensatory amounts

72, As regards the agrimonetary measures and the dismantling of monetary
compensatory amounts, the Commission considers that the 1983/84 price
fixing should allow the Community to make another step towards
re~establishing the unity of the market. The monetary compensatory

amounts effectively applied at the present time (20.12.82) are as follows:

per cent
Germany + 8.4
Netherlands + 5.4
United Kingdom + 5.1
Italy - 2.3
Belgium - 3,1
Luxembourg - 3.1

France - 5.3
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73. According to the guidelines set out in the "Gentlemen's Agreement" of
1979, substantial reductions of the monetary compensatory amounts, both
positive and negative, should be made. It 1s essential that the Community
should continue the progress made in this sense in the context of the
1982/83 price decisions in May 1982, whose effect was limited by the
monetary adjustments within the European Monetary System in June 1982.

The Commission considers that the 1983/84 price fixing should allow the
Community to make another significant step towards re-establishing the
unity of the agricultural market in order to avoid distortions in

competition in trade and to achieve a more equitable situation between

farmers in the different Member States.

T74. In the case of the positive MCAg, the Commigsion therefore proposes

adaptations of the green rates for the United Kingdom and the Netherlands
such as to lead to a reduction of 2.3 points in their positive MCAs, and

for Germany a reduction of 2.8 points. In the case of the negative MCAs,

the Council has already in October 1982 decided certain adaptations of the
green rates (to come intc effect at the beginning of the subsequent
marketing years) such as to eliminate the MCAs for Belgium and Luxembourg
and to reduce the MCA for France by 3 points. In view of the general
economic policies applied by the Member States concerned - policies which
the Community must encourage - the Commission proposes no further

adaptations of these green rates at the present stage.

75. The Commission is, however, in favour of the elimination of the MCAs as
soon as possible. It considers that the proposals included in this
package represent a minimum dismantling, and it therefore reserves the
possibility of making supplementary proposals at a later stage in the
course of the discussions on agricultural prices. It also reserves the
possibility to modify its proposals in the light of subsequent monetary
developments, for example in the case of the pound sterling whose rate of

exchange has gone down substantially in recent weeks.
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Bffect on food prices

T6.

7.

78.

In its proposals the Commission has taken full account of the impact on
prices to consumers. In the period 1978 to 1982 food prices in the
Community rose at an average yearly rate of 11.6%, while consumer prices
in general rose at a rate of 12.3%, and agricultural producer prices at a .
rate of 9.4%. However, in 1982 prices received by agricultural producers

are forecast to rise by 12%, while consumer prices are expected to

increase by 10.5%.

The Commission estimates that the present proposals will result in:

- an increase of less than 2% on average in consumer prices for food in
the Community (expenditure on food was estimated at 226 nilliard ECU for
1980). '

- this corresponds to an increase of about 0.3% on the cost of living.

In view of the forecast increase of 8.8% in consumer prices in general for
1983, the Commission considers that the impact of the proposals on

consumers will be modest.

The effect of the proposals on prices for producers and consumers in the
different Hember States will be different according to the adjustment of
their green rates and the importance of the various products in the
structure of their production and consumption. The table at the end of
this volume gives an estimate of the effects on average support prices in

national money, and on consumer prices in each Member State.
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Y. In assessing the consequences of the proposals for food prices, it must bc
recalled that increases in the common agriculturai prices have their
effect at the stage of farm-gate or first processing, which regresents
only about a third of the cost of food to the consumer; other elements of
cost in the food chain such as processing, packaging, transport and
marketing are not directly affected by the common agricultural policy, and
cannot be taken into account in this assessment. Moreover, the impact of
the common price increases on the various products depends on a series of
seasonal and market factors : for example, if market prices for a product
are higher than intervention prices, an increase in common prices will
have little or no immediate effect. Therefore the full effect of these
proposals on food prices may not be felt immediately in 1983 and 1984, but
may be spread over a period of time, and the estimated effect on food

rices represents the maximum long-term impact.
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Financial consequences

80.

810

82.

The consequences for the Community budget of the proposals for
prices and related measures will be felt only partly in 1983, and
more fully in 1984. The Commission estimates that the net impact of
the proposals on ihe budget, that is the additional expenditure from
the Guarantee Section of FEOGA minus the increase in agricultural
own resources, would be about 330 million ECU in 1983 and about

640 million ECU in 1984.

The aim of the Commission is to ensure that the rate of increase in
agricultural expenditure remains below that of own resources. This
objective applies to a multiannual period, because of the erratic
nature of the factors determining agricultural expenditure, in
particular world prices. In recent years, the objective has been
attained, with an increase in the Guarantee Section of FEOGA of 8.3%

in 1980, a reduction of 3% in 1981, and an increase of 13.6% in 1982.

The 1983 draft budget, which was established on the basis of data
available in May - June 1982, includes 14.050 million ECU for the
Guarantee Section of FEOGA. These credits take no account of
additional expenditure due to the 1983/84 price decisions, nor of
the conjunctural developments on the markets since that date. In
these circumstances, after the fixing of the agricultural prices the
Commission will, at the appropriate moment, present a supplementary
budget, taking account also of the conjunctural developments. At
the present stage it may be estimated that the average rate of
increase of agricultural expenditure between "1980" (average of
1979-1980-1981) and 1983 (1983 draft budget plus incidence in 1983
of the present price proposals) will be 9.7%, which remains lower
than the average rate of increase of own resources of 9.9% for the

same period.



Summary of propeeals_'

83. The principal featuree"ot;tne-Commiseionfg.prgpeeele for the different
products, including both,the propeSele for common prices and the related
’ measures, may be summarised as follows: '

Cereals - Cemmon intervention price for feed grains
(varley, maize,. rye) and reference price for.
wheat (breadwheat of average. quality) +4 %
- Effective incresase in theee prices, taking
.aecount ‘of reduction due to 1982/83 guarantee

‘threshold of 119.5 m. tons being exceeded: +3 %

- Intervention price fqr'durum'yheefQ. + 4.6%
Aid for'durunjwheef; . o + 5.5%

| - Guarantee threshold increased to 120.56 e
| ‘ ' tons for 1983/84.

- :continu‘ation”of offorte to stabilise volume
of imports of cereals eubetitutel, in particular

-eorn gluten feed.

1 : .- ImprovementEOf‘Qualify through adjustment of
‘ . price for breadwhegp'qf,mini@nm quality.

- Reinforcement of quality criteria for'export,
Rice = = ;ntervention erCe-for peddyericea: R ' + 5,58

Snggg - Baeic price for sugar. beet -and intervention
- ‘ : ' price for white sugar' U e - +4 %

ke

- Threeheld;priee fornmeleeeeea - + 6 '%

' Olive oil ° - Prices and aides . ‘ . +5.58




Oilseeds

Protein Products
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Colza and rape seed:

- Target price and intervention price:

- Effective increase in these prices,
taking account of reduction due to
1982/8% guarantee threshold of 2.15 m.
tons being exceeded:

~ Guarantee threshold increased to
2.29 m. tons for 1983%/84.

Sunflower seed and soya seed

Flax seed :

Fibre Products

Tobacco

Peas and Theans

Dried fodder and dehydreted potatoes:

Cotton:

Flex and hemp:

Guide prices:

Beginning ¢f marketing year on 1 September
instead of 1€ Decenbter

Community financial verticipastion in

information and promoticn campaigns.

Guide prices and intervention prices,

according to variety:

Fruit and vegetables

Basic prices (except tomatoes) and
marketing premiums:

Bagic price for tomatoes:
P

+

4.5%

* 6.5%

+ 5.5%

+

4 % to
7.5%

+

<+

5.5%
3.5%

+
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L1k - Target and intervention prices: + Hobl,
. = Lffective increase in intervention prices,
taking account of reduction due to 1982 guarantee
threshold being exceeded: + 3. 1th
- Guarantee threshold for 1983 equai to that for
1982 plus 0.5%.
- Maintenance of co-responsibiiity levy at the same
rate (2.0%) and the same conditions as in
1982/19e3,
- Continuation of 120 nillion ECU income support for
small milk producerc.
»»
- Continuation of speciai measures feor disposad of
butter stocks, including consuner subsidies.
kxtension of Community financial contribution to
school milk subsidy.
heefl ~ Guide price and intervention price: + hah
- Introduction of Community grill for intervention
purposes.
- Continuation of existing prewiums for 1985/64.
Chbeepmeat - Basic price: + 5.5,
Pignent - basic price: + H.by

Gecds - Adaptation of aids
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CEREALS

PRICES

This Commission proposal is in line with the app;oaéh'dcséribed in its
rnemorandum of 23 October 1981 "Guidelines for European Agriculture" and
with the measures adopted for the 1982/83 marketing year. ‘The objective
was to bring the cereals market into better balance at an acceptable cost

to the budget while ensuring that farm incomes were sautisfactory.

To this end, the decisions adopted ty the Council and the Commission were

principally intended:

to reduce tihe gap between Community prices and the prices of the major

producing countries which compete with the Community on export markets;

to modulate the price guarantees by introducing a guurantee threshold;

to improve the structure of prices for the various cereals and to

tighten up the qualify standards for intervention;
to 1imit the entry of cereal substitutes.

e continuous improvement in agricultural productivity and the growth in
cheap imports of substitute products, together with the slow rise in.
consumption, mean that where cereals are concerned, the Community is

becoming increasingly dependent on external markets.

The harvest for the 1982/83 marketing year set a new record, adding
sulstantially to the quantities available for export compared with the
1981/82 merketing year, when 11.8 million tonnes of common wheat and

5.4 million tonnes of barley were exported.
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4 s

i.2. In view ¢of the above outlook, the Comrmission Ig¢ prorosing a csutious

price policy for cereals for the L138%/84 marketing year.
The proposal has three elements, as follows:
tne for the asgricutluras

- an increase corresponding to the genera. gulded

price proposads;

- a reduction of 2.9 uCU/t in the prices thus incressed, representing
the second stage in a gradual narrowing of the gayp between Community

prices and the prices of the major exporting couniries:

- application of Article 3a of Regulation (MEC) Ho 2727/7% {(sze basis of

calculation at point 1.14).

L.3. Even in the context of a proposel for a dimited price increase, the
Comalssion is continuing its policy of Improving yuality. In particular,
in view of the growing surpluses of low-guality common wheat, tho
difference between the price for common wheat of minimum breadmaking

qua.ity and the common intervention price must be reduced.

The gap ie¢ 10.8% at present. It is proposed that it be fixed at 10.3%.
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In order not to discourage the production of rye of breadmaking quality,
the Commission intends to raise by 5.5% the special increase provided for
in Regulation (EEC) No 1570/77. The current level (5.44 KCU/t) has
remained unchanged since the 1978/79 marketing year.

For durur wheat, the Commission proposes that the intervention price bve
increased in the same way as for common wheat. An increase of 5.5% iu

the aid is proposed.

Since the accession of Greece, Greek production of durum wheat has risen
steeply and greatly exceeds the requirements of Greece's own market. The
location of much of this production, and infrastructural problems, makes
it particulerly difficult and expensive to export the surpluses.

Heanwhile, the other lMember States have an import requirement.

In order to take better account of the special features of the situation
in Creece, the Commission is envisaging, in the context of the Greek

memorandum on future relations with the European Communities, the

‘adoption of appropriate measures with the aim of facilitating the sale of

durum wheat surpluses to the other lember States. 1In particular,
sufficient quantities would be stored at the places best located for such

sales.

'"he monthly increases applied throughout the cereals sector afe‘increased

by 5.5%.

The price proposals are summarized in paragraph 1.13.
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Il. GUARANTEL THRESHOLD

1.9. Tre guarantee threshold for the 1982/83% marketing year has been set at
119.5 million tonnes for all cereals with the exception of durum wheus.
The aim of this guarantee threshold is to influence production in the
medium term. The threshold envisaged for 1987/6¢ is 176 million
tonnes. In view of the world market outlook, it is proposed that the

same figure be kept for 1988/89.

The Commission is therefore proposing that the guarantee threshold for

the 1983%/84 marketing year be set at 120.56 million tonnes.

TIT. CEREAL SUBSTITUTES

1.10. Three measures have been adopted in respect of cereal substitutes in the

1982/8% marketing year:

(a) limiting the quantities of manioc imported on favouratle terms Ly
introducing quotas beyond which the cereal levy (bariey) wiil be

applied;

(b) adjusting the levies applied to imported brans and miliing

by-products;

(¢) estavlishing a direct link between the volume of imported substitute

products and the level of the guarantee threshold.

The Commission is continuing its efforts within GATT to control imports

of corn gluten feed in particular.
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CARRY-OVER PAYMENT

In the 1light of the applications submitted under the decision on the
1681/¢2 carry-over payment, the Commission has examined the 1list of
products for which this payment is currently made. It has reached the
conclusion that, in view of the deficit of maize, there is no longer any
justification for including it in the list of products which qualify fox
the payment.

REINFORCEMENT OF THE QUALITY CRITERIA FOR EXPORY

In recent marketing years the Commission has reinforced the quality
criteria for intervention. To enable these measures to have their full
effect in the medium term and to strengthen the Community's position as
a supplier of cereal products on world markets, the Commission proposes
application of a minimum quality for export and, separately, measures
providing for the more detailed certification on a voluntary basis of

the quality of common wheat exported.
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Vi. PRICE PROPOCALS FOR 1983/84

1.13.
: . : : : Corrected :
: Prices : Proposed : Proposal : proposal (-1%):
: 1982/83% : increase : 198%/84 : (application
ECU/t in % : ECU/t : of Art. 3a of :
: : : Reg. 2727/75) :
1. Common single interven- : : : : :
tion price : 179,27 ¢+ 47 i 186.44 :184.58 (+2.96%):
: 2. Target price for feed s+ 228.27 : + 4.%34%: 238.17 - :
: grains (maize, barley, : : : : :
: rye) : : : :
5. Reference price for
: medium-quaiity bread- : : : : :
making common wheat 0 209.10 ¢ o+ 4% ¢ 217.46 :215.,29 (1) +
: : : : (2.96%):
¢ 4. Target price for common : : : :
wheat : 250.61 : + 4.31%: 261.41 -
: 5. Intervention price for : : : : :
: durum wheat P 298.36 1+ 4.6% @ 312.08 - :
G. Target price for : : : :
durum wheat : 3%9.20 : + 4.78n: 35hH.d42 -
: '{+ Jpecial increase for : : : : :
breadmaking rye : .44 + 5.5% ¢ 5.74 - :
: 8. Ald for durum wheat : 92.85 : + 5.54 : 97.%6 : -
Y. Monthly increases for : : : : :
basic products : : :
- durum wheat : 2.62 : + 5,59 2.76 - :
: -~ other cereails : 2.44 : + 5.5% 2.57 - :

(1) This price is reduced by 11.62 ECU/t if intervention measures are applied
at the level of minimum bread making quality.
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VIl. APPLICATION OF AKYICLE 3a OF REGULATION (EEC) NO 2727/75

1.14. ror the 1483/84 marketing year the 1% reduction in common intervention
prices (except tor durum wheat) and in the reference price, in
sccordance with Article 3a of Regulation (EEC) No 2727/75, is based on

the following:

£
1. {(8) Guarantee thyeshold 1a82/83% 119.5 miilion t
(b) Ceredl substitutes imported in 1980/81
{1%.0 million t) 0
(¢) Corrected guarantee threshold 119.5 miilion t

(¢) ¥argin by which the guarantee threshold

is exceeded 1.0 million ¢
{e) Activating threshold 120.5 niilion ¢

2. heference harvests:
2980 ¢ 119.771 willion t
198l ¢ 117.87C million t

198z ¢ 124.912 million t

Average 120,851 million 1t

3. (2 - 1) 0.351 million
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The rice harvest in 1982 has shown 2 marked increase compared with 1981
(+6.6%) and thus the reduction in rice production in the Community over
the previous two years appears to have been haited. COverall, rice in
1982 occupies 4.5% more area than in 1981. In particular, great efforts
have been made in France to arrest the long-term decline iIn rice

production in the Camargue.

Ttaly also has seen a strong improvement, with production up by 8.4%.

Production in Greece has remained stabie.

Fxamination of the rice market and organization poiunts to a numwber of
characteristic factors which indicate that certain measures should be
adopted to enatle more effective market management. 1In particular, the

following conciusions may already be drawn at this stage:

- the narrowliy limited nature of the rice market results in g lack of

transparency which hinders market management;

- asgessnent of the supply and demand balance within the Community, and
the cerrect employment of management toois, for example export policy,
are made difficult by the iack of precise knowiedge of internal
supply. A declaration each year of the rice harvest and rice stocks by

.

both producers and the rice-miliing industry is therefore necessary;

- evaluation of the movenent of both Community and world prices is
uncertain. Internal market prices for paddy rice in areas of
preduction do nct appear to be influenced by the level of the

interventicn price and indeed are regularly situatea well above that

price. In contrast, internal prices do appear to be sensitive to the
operstion of the Community's export refund policy. In cousequence, to
¢stablish a more stabie price eguilibrium, the Commission intends to
develop at the level of day-to-day market management an export policy
that will more closely relate the avaiiability of export refunds to the

price and supply position on the internal nmarket.
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continuing and may serve as the basis for further propossis for

improvement in market management.

Price proposals

it is proposed to increesse the intervention price for paddy rice by
5.55. In adcordance with Article 4 of Regulation (EEC) No 14i8/76, the
target price is derived from the intervention price by taking account of
the technical factors cited there. 1In total, these factors produce an

increase of 5.3% in the target price for the 1983/84 marketing year.

As regards the monthly increments it is proposed to apply the same

increase as that proposed for cereals (5.5%).

Kelated measures

It is proposed that an Articlie 25z be addec to Regulation (nliC)
o 14i8/76 requiring that a declaration of the rice harvest and of rice

stocks be made each year by rice producers and nillers.

rurthermore, the Commission recalls proposals already put to the Counci.,

in order to amend:

-~ Article 4 of Regulation (HEC) No 1418/7€, removing the requirement thas
intervention centres for rice be fixed anew each year, allowing those

currently fixed to be subsequently amended when necessary (COM(79) 370
inal art. 1, par. 2);

- Article 1la) of Reguiation (EEC) Lo 1418/76 to exclude semi-milled rice
from the subsidy payable on deliveries of rice from Member States to
Héunion (COH(82) 34Y final);

- Article 18 of Regulation (EEC) io 14is/7¢ to include all the rice
products listed under Article 1 of thzt Kegulation within the scope of
the provieion enabling the Councii to prohibit the use, in total or in
part, of inward processing arrangements (C0M(79) 376 final, art. 1,

par. 4).

These proposals should be decided in tue near future.
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SUGAR

e

T MARKET SITUATION
3.1. The price proposals for sugar for 1983/84 take account not oniv of

e
related price increase proposals in other sectors but acvove alli of

following facts:
(a) the sector has the highest self-sufficiency rate of all seciors
for 1982/8% and 1981/€2 it

subject to a common market organization;

will exceed 150%;
(1) sugar production is determined partly by the procuction quota svstem

and the level of common prices and world market prices, ancd partly nyv

a2,

sugar yvields per hectare.

%.7. The Community sugarbeet acreage was extended by growers bv more t .~
in 19R1/82, then reduced by 9% in 1982/R3, ™ese fluctuations were
mainly the consequence of fluctuations in the world market vrice, .shich
In France, Italy and Germavnwy,

rose in 1980/81, then dropped in 1981/R2.
the extension of acreage in 1980/81 was followed by a contraction in
in Benelux, where a "mixed price"” system is operated, the

1982 /8% ;
sugarbeet acreage remained constant from 1981/82 to 1982/83.
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Sugar vield per hectare is again expected to attain a record level of
7.% t/ha in 1982/83, confirming a significant change in the level

hitherto regarded as normal (EC average 1972/81: €.05 t/ha
average 1977/81: 6.70 t/ha = 111%;
7.27 t/ha = 1207).

= 10C¢; =0
marketing years 19R1/82 and 1G82/83:

As a result of these changes in acreage and vield, production -~ whizh

attained 15 m tonnes in 1981/R2 - should total 13.7 million tonnes ir

1082 /83, against a consumption figure of 9.5 million tonnes. Allowin~
for imports, particularly of preferertial sugar, the avaiisbie

should amount %o 6.4 million tonnes in 1982/83, compared with 6.7
tonnes in 1981/82. In both marketing years, half of the availabdlie
surplus consists of C sugar.

Durine 1980/81 and 1981/82 the situation on the world market was marked

by a substantial excess of production over consumption. In 1982/83 a

csimilar excess ig to be expected and will bring an increace in the irue

surplus of final stocks (stocks in excess of normal stocks), taking them

from 8 million tonnes to 1% million tonnes. Since consumption has

remained extremely sluggish for several vears and is not likelv tc

U

increase perceptibly in the short term there is little likelihood of any

fundamental improvement in the world market in 198%/84. The outcome of
trese persistent surpluses has beern a decline in prices since 19081.

In

September 1981 vrices dropped to their lowest level: at 10.5 cts/lb they

were well below the ISA vrice bracket (1% cts/lb - 23 cts/1b). In 1082
the price fall continued, reaching an all-time low of 5.5 cts/1b in

September of that year.
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PRICES OF SUGARBEET AND SUGAR

Tn the Commission's view, an increase of not more than 4% in the bvasic

rrice for beet would correspond to such a policy. 7o ensure that the

constrainineg effect of this increase is not thwarted at the processing

stage, the increase in the intervention price for sugar must aiso be

limited to the same figure. A policy on these lines is essential

especiallv as the new Regulation (ERC) No 1785/81 nas given all
producers the possibility of opting for the “mixed price” system, and
beet growers and sugar manufacturers in tour Member States (Bslgium,
Greece, Ttaly and the Netherlands) have already done so. Ihis systen
irons out much of the constraining effect of any differentiaticr between
price guarantees at grower level.

The Commission would point out that the proposed increese in the
aitgarbeet price is an increase in the bagic price, whereas the minimum
prices for A beet and B beet are determined in relation to the maximum
permitted basic production levy and the maximum permitted B levy. At
present, in accordance with Regulation (FEC) No 1785/81, it is proposed
that the minimum price for A beet should be 98% and the minimum price

for B beet should be 68% of the basic price, subject, in the case of the

minimum price for B beet, to a subsequent increase in the maximum
permitted R levy.
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ITI. FINANCIAL RESPONSTIBILITY OF PRODUCEFRS

7.10. "™he first year of application of the new system in which producers tear

full financial responsibility for losses resulting from the disposal of
rroduction surpluses has shown that the maximum permitted amounts of 7%
of the intervention price for the basic production levy and 30% for the
R levv failed to cover the full cost of refunds on the quantities to be

taken into account for calculating the abovementioned losses in

10R1/82. (onsequently, the Commission and the Council decided in June

1087 to raise the maximum amount of the B levy to 37.5% of the

intervention price for 1982/83., If there is no considerable improvement

in world market prices during 1982/83, it is to be feared that the
proceeds from the production levies will fail to cover fully the

relevant financial costs for that marketing year.

%Z.11. Tf thia fear was confirmed in 1982/83, the Commission and the Council

would be obliged to take the decision to raise once again the maximum B

levvy to *7.5% of the intervention price for 198%/84. "his means that,

as in 1982/8%, minimum prices for beet in 1983/84 will be 98% of the

basic price for A heet and 6£0.59 for B beet; for C beet the price will

depend on world market prices for sugar (at present these prices allow
pavment of € beet at around 30% of the basic price).
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Tv. RETMBURSEMENT OF STORAGE COSTS

17, ™he Commission notes that the interest rates obtaining in the past few
months in the Community have dropped. The decline is expected to
continue. The Commission therefore considers it warranted to reduce the
standard interest rate used for calculating the reimbursement of storsge
costs from 137 to 11% for 1983/84. Accordingly, it is proposed that the

Council should reduce the monthly reimbursement amount from

0.63 ECU/100 ke, applied in 1982/83% to 0.57 ECU/100 kg for 198%/84. By

reducing the reimbursement in this wayv it will be possible to maintain

the storage levv at 4.25 RCU/100 kg (which is in fact borne by the

consumer) despite the need to encourage storage as mentioned earlier.

V. THRESHOLN PRICE WOR MOLASSES

2,1%. Wor molasses, whose threshold price was not increased in 1982/83, the
Cfommission proposes an increase of 6% for 198%/84. Tis adjustment will
ensure that the threshold price serves its full purpose at the Community

frontier, in view of the sharp drop in molasses prices on the world
market.
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VI. PRICE PROPOSALS FOR 198%/84

1982/8% : 1983/84 : Change :
:price (ECU): proposal : %
(ECU)
1. Basic price for beet t 39.32 40.89 ¢ + 4.0
2. Minimum price for A beet (1) t %8.53 40.07 : + 4.0
3. Jinimum price for B beet (2) t 26.74 27.81 : + 4.0
4. Minimum price for B beet (3) revised t 2%.79 - -
5. Intervention price for white sugar q 51.41 53.47 : + 4.0
6. Target price for white sugar q 54.12 56.28 : + 4.0
7. Threshold price for white sugar q 63.79 :(4) 66.33 : + 4.0
4. Intervention price for raw sugar q 42.63 44.34 + + 4.0
9. Threshold price for raw sugar q 54,72 56.90 : + 4.0
: L0. Threshold price for molasses 0] 6.51 6.90 : + 6.0
: 11. Monthly reimbursement of storage costs q 0.63(5): 0.57 1 -
(6):

) 964 of basic price for beet

) 68, of basic price for beet

) €0.% of basic price for beet

) Taking account of an unchanged storage levy of 4.25 kCU/q
) Taking account of an interest rate of 13% p.a.

) Taking account of an interest rate of 11% Ped.
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OLIVE OIL

PRICE AND AID PROPOSAL

— o — — — — —

Article 6 of Regulation No 136/66/EEC provides for the annual fixing of a
production target price at a level which is fair to producers, account
being taken of the need to keep Community production at the required

level.

The Council fixed this price at 302.77 ECU/100 kg for the 1982/83

marketing year. It is proposed that it be fixed at 319.42 ECU/100 kg for
1983/84, in accordance with the guidelines followed for the agricultural
price proposals as a whole. This proposal takes account of the fact that
the price does not influence the volume of production, since olives are a

perennial crop.

Production aid

Article 5 of Regulation No 136/66/EEC provides for the fixing of
production aid intended to contribute to the attainment of a fair income
for producers, taking into account the effect which consumption aid has
on only part of production. The Council fixed this aid at 66.60 ECU/100
kg for the 1982/83 marketing year.

It is proposed that it be fixed at 70.26 ECU/100 kg for the 1983/84

marketing year.
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Pursuant to Article 81 of the Act of Accession of Greece, it is proposed
that the production aid applicable in Greece should be fixed at
40.52 ECU/100 kg for the 1983/84 marketing year.

Article 8 of Regulation No 136/66/EEC provides that the intervention
price shall be the production target price minus the production aid and
minus an amount which takes into account market fluctuations and the cost

of transporting olive o0il from production areas to consumption areas.

The Council fixed the intervention price at 217.93 ECU/100 kg for the
1982/83 marketing year. It is proposed that it be fixed at
229.92 ECU/100 kg for the 1983/84 marketing year, which represents the

same percentage increase as that in the production target price.

Article 10 of Regulation No 136/66/EEC provides for the fixing of monthly
increases, account being taken of average storage costs and interest

charges in the Community.

In view of these factors and of the need to ensure the regular marketing
of production, it is proposed that the monthly increases should be raised
by the same percentage as the production target price, that is, 5.5%.

(1.79 ECU/100 kg)
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RELATED MEASURES

In its communication to the Council on the Mandate (COM(81) 608 final),
the Commission mentioned the problems encountered in the monitoring of
production aid for olive o0il. The Commission notes that, despite the
efforts made by the national authorities, and by the Italian authorities
in particular, and despite the involvement of producers' organizations in
the management and supervision of production aid, these problems have
still not been resolved. The Commission therefore intends to make the
maximum effort to improve control and monitoring of production aid under

the existing system.



- 66 -

4.6. The compiling of the register of olive cultivation is being speeded up
and should, by providing a better knowledge of the areas under olives,

help to ensure that aid is granted only to those with entitlement thereto.
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OILSEEDS

I. COLZA, RAPE AND SUNFLOWER SEEDS

PRICED

Target price

Article 23 of PRegulation No 136/66/EEC, the basic Regulation, provides
for the fixing of target prices at a level which is fair to producers.
For the 1982/8% marketing year the target price for colza and rape seeds

was fixed at 46.%39 ECU/100kg.

in the course of 19652/83% Community production expanded considerably,
rizing fron 2 million to 2.6 million t. Even before this increase took
piace, the Commission had voiced its concern over an excessive expansion
of colza seed production (see in particular its Memorandum of 2% October
1921 "Guidelines for Huropean Agriculture). Vith this concern in mind
and irrcspective of the measures relating to the guarantee threshold for
this product, the Commission considers that the increase in prices shouid
be moderate. Thus, and taking account of the increase proposed for the
products which can be grown as alternative crops, the Commission
considers that the increase in the target price for colza seed should be
5.0%. It is therefore proposed that this price should be fixed at

48.94 ECU/100 kg for the 198%/84 marketing year.

Where sunfiower seed is concerned, on the other hand, the Commission
conitinued to take the view that production of sunflower seed should be
encouraged for several reasons. Both the oil and the ollcake obtained
from sunflower seeds are in demand and present nc marketing problem.

Sunflower crops are also particularly suited to southern climates.
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The target price for sunflower seed was fixed at 54.44 ECU/100 kg for the
1982/8% marketing year. It is proposed that the target price should be
fixed at 57.98 ECU/100 kg for 1983/84; this represents anvincrease of

6.5%.

Intervention price

Article 24 of Regulation No 13%6/66/EEC provides that the intervention
price should be fixed by reducing the target price by an amount which
takes account of market fluctuations and by an amount which allows for
the transport of seed from the production areas to the areas where they
are used. It is therefore proposed that the intervention prices for
1983/84 should be fixed at 44.45 ECU/100 kg in the case of colza seed

(+ 5.5%) and at 52.96 ECU/100 kg in the case of sunflower seed (+ 6.5%),
which represents the same percentage increase as is proposed for the

target price.

The fixing of the intervention prices at the above levels should ensure

the free movement of seeds under normal market conditions.

Application of Article 1(2) w: ... = & -7 .

™
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Account being taken of this reduction, the final target price for colza
and rape seed is 48.45 ECU/100 kg and the final intervention price for

such seed is 44.01 ECU/100 kg.

Monthly increases

Article 25 of Regulation No 136/66/EEC provides that monthly increases
should be fixed to take account of average storage costs and interest
charges in the Community. For the 1982/83 marketing year the monthly
increases were fixed at 0.493 and 0.583 ECU/100 kg for colza and
sunflower seed respectively. For the 1983/84 marketing year it is
proposed that the monthly increases should be raised to 0.52 ECU/100 kg
for colza seed and 0.615 ECU/100 kg for sunflower seed, i.e. a 5.5 %
increase for both products.

Moreover, in order to allow for the increased production, it is proposed

to apply monthly increases for sunflower seeds for six months.

GUARANTEE THRESHOLD FOR COLZA

In its Memorandum of 23 October 1981, the Commission stated that the
production target for 1988 should not exceed 3.3 million tonnes. It is
now proposed that the same target should be adopted for 1989. The
Commission therefore proposes that the guarantee threshold for colza and
rape seed should be fixed at 2 290 000 tonnes for the 1983/84 marketing

year.

DOUBLE ZERO COLZA SEED

To encourage the conversion of colza and rape seed crops to the double

zero varieties, the Commission intends to propose, again in respect of

the 198%/84 marketing year, that a special premium should be payable if
double zero seed is presented for intervention in the course of the

marketing year.
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IT1. SOYA BEANS

Fach yeoar, pursuant to Articie 1 of Regulatiou (LLEC) Ho i614/7Y (L), the
Council fixes a guide price and a minimum price for soya beans. It is
proposed that for the 198%/84 marketing year the guide price for soya
beans should be fixed at 56.17 ECU/100 kg, or 6.5 ¢ higher than the
1082/8% price, which was 52.74 LCU/100 kg. [t is also proposed that tue
nirimum price shouid be fixed at 49.43 [ICU/100 kg, which represents &4

ot the guide price. The tluidity of the market should thus be ensured.

The gencral rules which the Community currently applies to soya beans are
valid only for the 1982/83% marketing year. The Commission will propose

definitive ruies by 31 March i983%.

(1) 0J Ko L 190, 28. 7.i979, p.v
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III. FLAX SEED

Under Article 1 of kegulation (EEC) Ho 579/76 (1), the Council fixes a
guide price each year for flax seed, in order to ensure a fair income for
producers. For 1962/83 marketing year, this price was fixed at 51.5
ECU/10C kg. It is proposed that the guide price shouid be increased for
the 1983/84 marketing year to 54.59 LECU/1CO kg. This represents an

increase of 6.0 %.

This increase, which is slightly greater than that proposed for the main
alternative crops to flax seed, should give producers some incentive to
continue growing seed flax in those production areas where reasonable

yields can be achieved.

(1) 0J ko L 67, 15. 3.1976, p.29



N
‘,)‘.LL

[ N
Jeddd

- 72 -
1V. CASTOR SEED

by hegulation (EEC) Ho 2874/77 (1) laying down special measures in
respect of castor seeds, a six-year scheme was introduced to encourage

the development of castor seed production in the Comrunity.

Articie € of the said Regulation provides that, before the end of 1982,
the Council shalil, on the basis of a report submitted by the Commissicn
on the effectiveness of the special measures for castor seeds and acting
on a qualified majority on a proposal from the Commission, decide whether
to naintain and, if necessary, amend these arrangements which are due to

expire on 30 September 1S84.

This document represents for the Commission both the explanatory
memorandum for its price proposals and the report referred to in

Articie 6 of Regulation (EEC) No 2874/77. On the bLasis of the
considerations outlined below, the Commission proposes, firstly, that the
guide price (66.39 ECU/L00 kg) and the minimum price (6%.2% ECU/100 kg)
should remain unchanged and, secondly, that the validity of Regulation

(1EC) No 2874/77 should not be extended at the end of 1983/84.

(1) 0J No L 3%2, 24.12.1977, p.l
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L.15 Repwulation (EEC) No 2874/77 was introduced on the basis of a report
Iresented by the Commission to the Council, at the latter's request,

following an investigation into the advisability of expanding castor seed

production in the Community.

Following this investigation, the Commission had come to the conclusion
that it was in the Community's interest to expand production on both
industrial and agricultural levels. Certain trials carried out in Italy
had indicated that satisfactory yields could be obtained (i3 to 15

g/ha). It had therefore been thought that producers could earn a fair
income if aid were granted to oilmills which had concluded contracts with

producers whéreby the latter were guaranteed payment of at least the

minimum price.

(1) COM (77) 33Y final of 19 July 1977
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.14 Initially, there was a surge of interest amongst ltalian growers, who

planted up to 150 ha because of the very encouraging income to be esruneu

1o

Fe

from yields of 1% to 20 g/ha and crop contracts guaranteeing prices
excess of the minimum price or even the guide price. As the trials have
continued, however, technical difficulties have increasingly been
encountered. These are mainly attributable to the use of varieties whicn
are too late for the Italian climate and whicn cause probiems with the
harvest, on the one hand, and with the sowing of winter cereals, on the
other. Moreover, the harvesters are specific to this crop whereas
general-purpose harvesters are needed if the farming of small areas is to

be profitable.

To overcome initial difficulties, it was decided tnat, rather than auy
substantial increase in the guide price, kegulation (EEC) No 1610/7Y
should introduce additional aid of 32.09 ECU/LICO kg for the 1974/80,
1980/81 and 1981/82 marketing years. Since these difficulties have not
vet been resolved (in 1981 the area under castor seed had dropped to
about ten hectares), the Council decided in 1982, pending a decision on
the future of the aid arrangements for castor seed, to extend the
additional aid for two marketing years. Despite this move, no meaningful

progress seemsS to have been made in 1982 and trial crops are now being

grown on a reduced scale (15 ha).

By introducing and then extending the additionai aid without any
appreciabie increase in the institutional prices, the Council indirectly
acknowiedged that the initial prcblems faced by castor seed production iu

the Community could not be resolved by an increase in incomes but rather

by more suitable methods of cultivation and harvesting.
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sirce there is no prospect of such methods being introduced in the chort
tern, the Commission feels that it must be recognized at the end of the
trisl period that castor seed production cunnot ke introduced into the
Community by traditionai means (it should be mentioned that the total
Community aid granted for castor seed amounted to only some 40 OO0 ECU
over the first four marketing years) and that, instead, some agronomi

and technical research is called for.

The Commission 1s thus ready to consider any responsible suggestions for

research work concerning this product.
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(C764P)

PROTEIN CROFS

PhAS AND FIELD BEANS

)
.1

Article 2 of Councii Regulation (EEC) No i473%1/82 laying down speciai
reasures for peas and field beans (1) provides for an aid activating price
to be fixed annually where the products are used in enimal teed; it also
provides for a guide price for peas and field beans which are used for.
hiuman consumption. The activating price is fixed for soya cake at a leval
which enables peas and field beans to be used in animal fezed under
conditions of normal competition with soya cake. VYhen the world market
price for soya cake falls short of the activating price, 45% of the

differerce is granted in aid to feed manufacturers.

srticle 3 of the sume Hegulation stipulates that the aid is conditional on
the producer having received a price not less than a minimum price
encuring a fair return to growers of peas and field beans, account being
taken of market fiuctuations and the cost of transporting the product fronm

grower to processor.

(i) OJ Ho L 162, 12. 6.1582, p.28
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f.? For tre 1082/8% marketing year, the minimum price was fixed at 27.41

FCT/100 ke and the aid-activating price at 47.60 FECU/100 kg and the guide
price at %1.40 RCU/100 k=z.

Tt would seem advisable to raise the minimum producer price byv a higher

nercentage than that taken as the guideline for the agricultural price

provosals as a whole. It is proposed that the minimum producer price

should be raised by 6.5 % to 29.19 ECU/100 kz.

"he aid-activating price and the guide price are derived from the minimum

price. These two prices must be fixed at levels which guarantee that the

aid is sufficient for peas and field beans hought at the minimum price to
be transported to the areas where they are used and to compete in these

areas with products hought at the world price. If the necessary bhalance

is to be maintained, an increase of 1.78 ECU/100 kg in the minimum price
will entail an increase of 4.16 FCU/100 kg in the aid-activating price.

It is therefore proposed that the latter price should be fixed at
R1.7A RCU/100 ke,

Tt is proposed that the guide price should be increased by the same

percentage as the minimum price. It is therefore proposed that the guide

price should he fixed at 3%3.44 RCU/100 kg.
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TI. DRIED FODDER

r‘.73

founcil Reeulation (REC) Mo 1117/72 on the common organization of the
market for dried fodder (1) provides for a flat-rate aid to be fixed

annually for the products concerned, with the aim of improving the supply

of protein products to the Community. A guide price is also to be fixed

annually at a level considered fair to vroducers. When the world market

price is below the guide price, aid amounting to a set percentage of the
difference between these prices is granted.

£.4 For the 1082/8% marketing vear, the flat-rate aid was fixed at 8.01 ECU

per tonne. The guide price was fixed at 168.81 FCU per tonne for the

Member States other than Greece and at 162.70 ECU per tonne for Greece.
The flat-rate eid for dehydrated potatoes was fixed at 5.73 ECU per tonne

for Greece and at 14.89 ECU per tonne for the other Memher States. The

percentage of the difference between the guide price and the world market
price was set at

-

1007 for dehydrated fodder and protein concentrates;

50% for fodder products otherwise dried and grourd.

.5 In the case of dehvdrated fodder, energy costs represent a significant
part of the costs of production.

(1) nJ Mo 1. 1472, 70. 5.1978, p.l
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Tt is undeniable that the production of dehydrated fodder requires more
energy than does the processing of most other agricultural products. 1In
certain Member States, however, considerable efforts have recently been

made to find ways of reducing fuel consumption in drying plants and

encouraging results have already been obtained. Thus, various other

agspects of this sector must be taken into consideration.

Dried fodder is, after colza, the most important protein crop of Community
origin. It provides the highest yield in protein per hectare and is the
most efficient wav, from the voint of view of animal nutrition, to use

lucerne, as well as involving the least wastage. Tucerne is a crop of

particular interest to the producer agronomically.

The rules in force state that, with effect from 1 July 1983%, the support
svstem for dried fodder will no longer cover dehydrated potatoes. When
this decision was taken, it was hoped that the Council would be able to

approve the common organization of the market in potatoes in time for it

to begin operating on this date. The Commission takes the view that, in

view of the progress made so far with the discussions on t