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Disclaimer

Conformément au réglement (CEE, Euratom) n°® 354/83 du Conseil du 1er février 1983
concernant I'ouverture au public des archives historiques de la Communauté économique
européenne et de la Communauté européenne de I'énergie atomique (JO L 43 du 15.2.1983,
p. 1), tel que modifié par le réglement (CE, Euratom) n° 1700/2003 du 22 septembre 2003
(JO L 243 du 27.9.2003, p. 1), ce dossier est ouvert au public. Le cas échéant, les documents
classifies présents dans ce dossier ont été déclassifies conformément a I'article 5 dudit
reglement.

In accordance with Council Regulation (EEC, Euratom) No 354/83 of 1 February 1983
concerning the opening to the public of the historical archives of the European Economic
Community and the European Atomic Energy Community (OJ L 43, 15.2.1983, p. 1), as
amended by Regulation (EC, Euratom) No 1700/2003 of 22 September 2003 (OJ L 243,
27.9.2003, p. 1), this file is open to the public. Where necessary, classified documents in this
file have been declassified in conformity with Article 5 of the aforementioned regulation.

In Ubereinstimmung mit der Verordnung (EWG, Euratom) Nr. 354/83 des Rates vom 1.
Februar 1983 uber die Freigabe der historischen Archive der Europdaischen
Wirtschaftsgemeinschaft und der Europaischen Atomgemeinschaft (ABI. L 43 vom 15.2.1983,
S. 1), geandert durch die Verordnung (EG, Euratom) Nr. 1700/2003 vom 22. September 2003
(ABI. L 243 vom 27.9.2003, S. 1), ist diese Datei der Offentlichkeit zugénglich. Soweit
erforderlich, wurden die Verschlusssachen in dieser Datei in Ubereinstimmung mit Artikel 5
der genannten Verordnung freigegeben.
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EXPLANATORY MMTUORANDUL

Within the framework of Article 8 (1) (b) of Directive 72/159/EEC the
granting of aids in the form of an interest rate subsidy in respect

. of investments necessary for carrying out a farm development pian is
one of the main incentives on offer to farmers whose development Dlan
has been approved. In accordance with Article 8 (2) this interest rate
subsidy shall not exceed § % and, in principle, shall cover loans
extending over a period of 15 years, which Member States may, however,
extend to 20 yearsafor investments in immovable properiy and reduce

to 10 years for other investments. The interest rate remaining payable

.

by the beneficiary may not be lower than 3 %.

-

However the Council acting on a proposal from the Commission and voting
as provided for in Ariicle 43 (2) of the Treaty, may authorizé a Member
State, for a specified period, to grant interest rate subsidies exceeding
5 %, if such action is warranted by the situation of the capital market
in that liember State, and, in addition, to lower the minimum rate payable

by the beneficiary to 2 % in certain regions,

At iis session of 22 July 1981, the Council took note of a statement by

the Commission representative reaffirming that his Institution would

continue to siudy the general problem of the interest rates charged to

Community furmers and that it would submit to the Council, as soon as

possible but not later than the end of 1981, its conclusions and, if

appropriate, its pronosals for resolving this problem.

A study already presented to the Council shows how both nominal and real
interest rates increased between 1973 and 19680. Since this study appeared,
the situation has deteriorated further and the financing of farm invesiments
has become an even more serious problem. Two points may be made to

illustrate how the borrowers' position has worsened.



- Civen %he rowin,:s nqed for capital whioch io a feature of modern

arriculiure, notably as a result of inflationary pressures, and the
rise in inierest rates, farmers who borrow money find themselves

in a difficuls position. If the repayments are too heavy, farmers
arc dissuaded or prevented from contracting loans since they will be
unavle to achieve ihe comparable income on completion of their

development plan (the essential condition for approval of the latter).

Ac form incomes decrease, farmers have fewer profits to plough back
irnto their business and either have to borrow more money to finance

their invesiments or abandon them altogether.

These two points may be studied in relation to each Member State, to

illustrate how economic conditions altered between 1973 and 1980.

I. Increase in nominal rates

;
At the time when Directive 159 was adopted, the decision to authorize

all Member States to grant a 5 $) interest rate subsidy (7 % in
certain regions) could be justified by the fact that nominal rates
varied little from one liember State to another., Only in Denmark and

Luxembourg did they differ appreciably from the average.

The trend followed by nominal rates between 1973 and 1981 indicates

that :

a) they have risen considerably in the various Memver States,

b) they now differ widely from one country to another., 1In one group
of countries, nanmely Denmark, United Kingdom, Ireland and Italy,
nominal rates are now higher than the unweighted Community '

average (15.5 %)



The two facts montioncd above indicate how the overall position of the

borrower has &teriorated in the Community. It has become even more

"intolerable, however, in the four countries listed above.

Trendi in incomes

1)

his annual income are decreasing, he must limit the amounts poloughed

I boih the net surplus available to the farmer for investment and
back into the dusiness in order to safeguard his income. In such cases.
he may not make the necessary investments or he may finance them by

ootaining loans on unfavourable terms when interest rates are high.

The index for ithe net farm surplus at 1975 prices followed a downward
trend in almost every case between 1975 and 1979.‘ The drop was particularly
sharp in Gerinany, the United Kingdom and the Netherlands and less so in ‘
Ireland, where no appreciable drob was recorded until 1979. No data on the

net farm surplus are available for Denmark or Italy.

The number of farm plars for improvements to farm siructures pursuant fo
Directive 72/159/EEC has fallen, largely as a result of rising interesi
rates and the deterioration of farm incomes. In Germany, the drop in the
number of HSlans is attributable to budgetary constraints., Between

1979 and 1980 the number of development plans approved fell by 72 % in
Denmark, by 69 % in the Netherlands, by 48 % in the United Kingdom, by

£0 <5 in Ireland and by 19 % in the Federal Republic of Germany. In Belgium,
there has been a slight increase in the number of plans whilst in France

there has been a more substantial increase,

(1) The farmer's net surplus is equal to the gross value added at factor

cost less depreciation and the wages bill,
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IIl. Conclunionn

In {these circumsiances, the failure to adopt a new decision on interest
rate subsidies could prove inconsistent with the recent Council decision
to amend Directive 72/15) EEC by giving a more flexible interpretation

to the idea of the "comparable income" so that the less prosperous farmers

may more easiiy qualify for development plans.

Another possible consequence is a general slowing—down of invesimentis at

the very time when agriculture may have to make special efforts to rationalize
production and to improve the processing of agricultural products, in view

of the changes which will have to be made in the way the prices and markets

bolicy is applied.

3
X

?or these reasons, the Commission considers that the Community should take

éction t0o limit the burden placed on farmers by the increase in interest rates,

Such action could be selective in nature : a further interest rate subsidy
%ould be granted to take account of the level reached by interest rates

in 1681, This facility is already available to Italy and Ireland, until
gl December 1981 and 31 December 1983 respectively.

}ccordinvly, the Commission is proposing :

a) that the existing Decision's period of validity be extended until
° 31 December 1983 in the case of Italy, for reasons of continuity -~ from
the legal point of view = but above all because the problem remains

unsolved;

b) that an additional interest rate subsidy be applieé in all liember States
until 31 December 1983, The subsidy, a selective one which would depénd
on the rate of inierest now obtaining, would be 3 % in the case of the
Member States whose present nominal rate is higher than the unweighted
‘Community average (Denmark and the United Kingdom) and 2 %, subject to
a cervain maximum, for the other Member States, This facility is
already available %o Ireland until 31 December 1983. The estimated annual

cost to the budget of this measure is about2%,5nillion ECU over two years.



Financial impact on the S-~ve2r finnnsizl envelope

a) Proposal for a Council decision amending Decision 76/4027EEC on the
level of the interest rate subsidy provided for in Directive 72/159/EEC.
on the modernisatiogx of farms, to apply in Italy. ) :

This proposal extends the comditions for application in Italy for twé
additional years. Ihe costs of the extension are already included in
the tables of expeniiture envisaged for 1980 to 1984 on the hypothesis
"that the period of yalidity of this measure would be extended.

b Proposal for a Coupeil Decision on the level of interest rate subsidy
' provided for by Dipective 72/159/EEC on the modernisation of farms,

'The expenditures ryplating to this proposal which fall due during the

.| 5-year period 198084 amount to 51 million ECU, of which 25.5 millien

; . ECU apply in 1983 pnd the same amount in 1984, The table of estimates .-

" of expenditure fon 1980-84 (see annex) was recalculated in November 1981,
taking account in particular of the delays in the commitment of certain
new measures and of the lower degree of utilisation of other measures
with referenc-e to the previous estimatese It is estimated that
of %the 5-year envelope of 3,755 million ECU, 3,600 million ECU are or
will be used for the financing of the existing legislation. The
remaining 95 million ECU allows for the financing of this proposale
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Trend in net farm surpluses
J _
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1577 1978 } 1979 1930
DEUTSCHLA 6.514 5.820 5.290 40307
FRANCE 2.597 4.457 5. 566 6.4C:
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TRELAND 2.921 4.197 . 3.697 2,2
DANVARK 1.313 2.120 1.848 5o
EUR-9 25,002 29.156 * 27.128 :




Proposal for a
COUNCIL SLCISION

authorizing certain Member States to raise the level of the interest rate subsidy ps
vided for by Directive 72/159/EEC on the modernization of farms

THE COUNCIL OF THZ uUROPEAN COMIUNITIE

Having regard to the Treaty establishing the European Xconomic Communi ty,

Having regard to Council Directive 72/159/EEC of 17 April 1972 on the
modernisation of fa.rms(1 y as last amended by Directive 81/528/EEC(2), and
in particular the second sutparagraph of Article 8 (2) and the second

subparagraph of Article 19 (1) thereof,
Having to the proposal from the Commission,

Whereas, under the first indent of the second subparagraph of Article 8 (2)
of Directive 72/159/ XC, the lMember States may be authorized to grant
interest rate subsidies exceeding 5 % if such action is warranted by the

situation of the capital market in the Kember States;

Whereas thé interest rates currently applicable in most Member-States to
long-term agriculturaf loans and the exceptional burden placed on farmers
wishing to modernise their holdings by these interest rates, which are well
in excess of the minimum laid down by Directive 72/159/EEC, may adversely
affect, or even make impossible, the modernization of agriculture which this

Directive aims to achieve; whereas the situation is more serious in certain
Member Statex:

Whereas it is therefore ..-.~ssary to grant further interest rate subsidies,

differentiated where possible «~~~'ling to the interest rates obtaining;

Whereas the second subparagraph of ArtL?~;~‘: (1) of Directive 72/159/EEC
stipulates that increased expenditure incurredby e ~. States as a resdltof an
increase inthe interest rate subsidies may be declared ela ™~ NS

assistance from the Cuidance Section of the European Agricultural Gu1oa ‘\\and
Guarantee Fund and whereas the Fund must make a financial contribution tOW\ds

such expenditure, o ' Q%
. NN

R
\

(1) 0J No L .98, 23.4.1972, p. 1 : - :
(2) OF No L 197, 20.7.1981, p. 41



HAS ADOPIID THIS DECISION ¢

Article 1 ‘ o

1. Denmarx and the United Kingdonm are\heréby authorized to increase by 3 %
the interest rate subsidies referred to in the first .Epraragraph of
Article 8 (2) of Tirective 72/159/EEC and in Article 9 (1) of Directive
15/268/55C, provided that the interest rate which remains to be paid by the
recipient of the aid is not less than that laid down in the Articles

concerned.,

2. The iederal Republié ovaermény, Belgium, France, Greece, Luxembourg and
the Netherlands are hereby authorized to increase by 2 % the interest rate
subsidies referred to in the first subparagraph of Article 8 (2) of
Directive 72/159/EEC and in Article 9 (1) of Directive 75/268/EEC, providedthat
the interest rate whicn femains to be paid by the recipient of the subsidy |

is not less than that laid down in the Articles concerned.

Article 2 ‘

Lxpenditure incﬁrred by Member Sfates pursuant to Article 1 shall be

eligible for assistance from the Guidance Section of the EAGGF within the liu
‘fixed jn the first gypparagraph of Article 19 (3) of Directive 72/159/EEC.

Article }

This Decision shall apply until 31 December 1983.

Article 4

This Necision is addressed to the Kingdom of Belgium, the Kingdgm of Denmark,
the Federal Republic of Germany, the Republic of Greece,.the French Republic,
the Grand Duchy of Luxembourg, the Kingdom of the Netherlands and the United

Kingdom.

Done at Brussels, ,
For the Council

"The President
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3. u'-wu easis : Article 6 of Regulation 70/729/EEC :

Ly ALIMGL COF PROGECT
Partial compensation of the increase in the marked rate of interest.

s e

are estimated as follows :
for the proposed increase : 25,5 MECU ®r the first two years; dbut,
taking account of the capital grants in certain Member States this amount
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Proposal for a
COUN'CIL DLCISION

amending Decision 76/402/EEC on the level of the interest rate

subsidy, provided for by Directive 72/159/EEC on the modernisation =

of farms, to be applied in Italy,

THE COUNCIL OF THE EUROPZAN COMMUNITIES,

Having regard

Having regard
modernization

in particular

Having regard

to the Treaty establishing the European Economic Community,

to Council Directive 72/159/EEC of 17 April ‘1972 on the
of farmsl;, as last amended by Directive 81/528/EE02', and
the second subparagraph of Article 8 (2) thereof,

to the proposal from the Commission,

Whereas ithe Italian Covernment has requested an extension of the validity

of Council Decision 76/402/EEC,

-7 - .. . as last amendcd by

Decision 81/241/EEC% , which is applicable until 31 December 1981; -

Wnereas the rate of interest currently applicable in Italy to long-term
agricultural loans is 19.6 %, which is 6.2 % greater than the rate on which
Decision 76/402/EEC was based;

Whereas an interest rate of 19.6 % and interest rate subsidies of 9 %, 11 %

and 12 % resvectively will mean that therecipient  is called upon to bear

a Tate of interest in excess of the minimum laid down by Directive

72/159/EEC,

.

3

(1) OJ No L 96, 23.4.1972, pe 1
(2) 0J No L 197, 20.7.1981, p. 41

(3) 0J No L 108, 26.4.1976, p.39
(") oF No L 113, 25.4.1981, pe 46



HAS ADOPTED THIS DECISION :

Article 1 . )
With effect from 1 January 1982, Article 4 of Decision 76/402/EEC shall
be replaced by the following :

“Article &

This Decision shall apply until 31 December 1983%,

‘Article 2

Cow

This Decision is addressed to the Italian Republic.

Done at

For the Council
The President
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Y, BUDGET MEADING : 810 APPROBIATIONS 5 U8 MEOU

gy

2. 1ivte ¢ Proposal for a2 Council Decision amending Decision 76/402/EIEC on the level ,;

of the interest rate subsidy, provided for by Directive 72/159/EE on the
mcdernisation of farms, to be applied in Italy.

3. LecaL asis - Article 43 of Treaty

4, AIMS OF PROJECT

Partial compensation for increase in market rate of interest,

ITONRe LT T

T

BT AL

S, FINANCIAL IMPLICATIONS PERIOD OF 12 MONTHS | CURRENT FlhéANCIAL YEAR | FOLLOWING FINANCIAL YEAR "
5.0 EXPENDITURE ¢ 81 ) < ) ;
~ CHARGED TO THE EC-BUDGET - . - pm g‘
(REFUNDS/INTERVENTIONS) pm 14’6 mcu

~ NATIONAL ADMINISTRATION - - ) ) i

~ OTHER 1

S.1 RECEIPTS A ‘ - b‘
=~ OWN RESOURCES OF THE EC - - £
(LEVIES/CUSTOMS DUTIES) (‘

~ NATIONAL _ i
1583 ~ 19684 1965 1966 |

5.0.1 ESTIMATED EXPENDITURE . 5,1 5;6 5,6 - 5,6

S.1.1 ESTIMATED RECEIPTS - - - . -

-2 M1 otang Décision 76/402/EEC the higher rates are already being applied in ’
Italy. According to information received from the Mgumber S’cate, the total i
estlmated costs of cont:.m.ung the higher rates are 3!}

Year : Expendlture Mo So f Refund EAGGF ;
1982 14,6 5,1 . :
1983 _ ' 16,2 - 5,6 L
1984 - 16,2 ‘ 5,6
1985 16,2 | 5.6
1986 . - 5,6
6-0 HOGRNOOC0C00AUICOR KO 00UGC0BCU 00N COEO G KA IOROTE0OREOUSRI LS -
Not appl:.cable Xeean
RO XXX X T X X0 R FH XK RIEK K ? —
Not a.ppl:.ca.ble LR
6.2 IS A SUPPLEMENTARY BUDSET B8E \E‘ ESSARY 7 EX_/NQ
; 0.3 WILL FUTURE BUDGET AFFRCBIATIUNG bBE NECELSARY ? YES,PXX E
\, OBSERVATIONS : ‘ . -
; 60 % of plans are in normal areas and are subject to a 25 % refund. t
5 40 % of plans are in less favoured areas and are subject to a 50 % refund,
ﬁ (Dlrectlve 80,666) E
|
3 \ H
; :
! ;
E ?



