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In July 1976 the Council of Ministers of
the European Communities reqguested the
Commission to draw up a situation report
on the Mediterranean policy as soon as
possible, and at the same time to submit
whatever proposals appeared necessary to
deal with the issues involved.

The Commission for its part had already
engaged in 1975 on a detailed study of
the Mediterranean problems.

It thought it well to inform the Council
now of the gist of its findings, to out-
Line the measures it considers should be
taken and to Llist those already pro-
posed.

The findings and proposed measures re-
Late primarily, at this stage, to
agriculture. It is apparent, however,
that the problems facing these regions
are not solely agricultural, but are al-
so bound up with the Level of general
economic development there.

The action to be undertaken will there-
fore have to be on a majeor scale and to
mobilize the whole national and Community
armoury, and indeed possibly involve
additions to that armoury. The purpose
must be to promote a proper balance
between Community production Lines and
between them and the preduction Llines of
the non-Community Mediterranean coun-
tries.

Accordingly it is from this angle that
the initjal agricultural measures

herein set out should be viewed.
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MEDITERRANEAN AGRICULTUEE

1, The situstion in brief

Analysis of the siate, trends and outlook of the agriomiturs and

economny of the Mediterranean regions shows?

- that agriculture there is more depressed amd of lower growth than in

the regt of the Conmunity;

- that a number of regions where incomes are exceptionally low are facing
problems not solely agricultural tut bound up with the level of general

economic development.

Consequently the iroubles of the markets in Mediterranean products,
which are hitf{ing all these regiona particularly hard because those prcducis
account, and will for some time to come account, for a substantial and often
preponderant part of their agricultural production, come on itop, in an ares
comprising the Ttalian Mezzogiorno (including the islands) and the French
province of Languedoc, of the troubles arising from particular vulnerability

a8 regards general economic, and especially agricultural, structures.

The socio=-gtructural state of agriculture in these latter regions is
bad. A very large proportion of the working population ims in agriculture,
productivity is low, amd consequently incomes are very low imdeed and “h:ra2
is much agricultural under-employment. The production structures are
hardly changing at all, and the marketing and processing structures leave
much to be desired. Utilization of natural resources is unsatisfaotory,
and the slow general economic growth affords no stimulus to the modernization
of agriculture. For all these reasons the lag of agriculiire there hehind
agriculture elaewhere In the Community has® been widening.

Attention must bhe drawn in this connection to the tardy start made
on a Community regional polioy and to the fact that the Buropean Regional
Development Fund was only wmet up in 1975.



Tiie Zouncil's adoption of the three Bocio-structural Directives in
1972 marlzed the beginning of a more structured commen policy on agriculture,
tut the Zact remains that the two Member States with Mediterranean regionsa
have only been implementing the Directives for a matter of months. This

was8 bound to aggravate the structural lag already apparent there.

As to the price and market peclicy, it has proved inadequate to cope
with these problems, and in some cases has made the development disparities
between region and region even worse. The share of the value of the
agricultural end production of the Mediterranean regions overall in the
end production of the Community as originally constituted1 worked out
between 1960 and 197% roughly the same in quantity (with a rise up to
1972 and a distinct falling~off since) and declined in value (18.5% in
1964 and 17.6% in 1973). The increase in internal demand has been
mainly met, in the case of some products, by a decrease in exports and even
an increase in imports (processed tomatoes), in that of others (tangerines,
clementines) by an increase in net imports, notwithstanding increased

production.

There are many reasons for this. The market organizations for durua
witeat, rice, olive oil and tobacco are fairly well structured, but those
fer, inter alis, wine, oranges, tangerines, lemons. dessert grapes,
rears, peaches and tomatoes are not, and for other fruit and vegetables,
fresh and processed,2 they consist merely in at~frontier protection
(application of the (OCT). This is due partly to the nature of aome of
these products, and in particular the difficulty of storing them, but
the diversity undoubtedly very appreciably affects both the level and
the security of incomes. In addition the poverty of the marketing and
processing structures has made it harder for Mediterranean products to
sell in the other regions of the Community. The Community's contractual
external commercial policy has initially, while not actually making
things worse for these regions, nevertheless shown up some shortoomings
and even hiatuses, in the functioning of the markets in some Mediterranean
products; later on, particularly under the overall Mediterranean approach,
given its scope, extension and future implications, that policy could well

exacerbate the difficulties already there.

1This share is 18%, but ranges from 53% to 76% of the total production of
the regions concerned, reaching 76% in the case of the Meszogiorno.

2The products in the two latter categories, l.e, with less siructured
srgsnization of the market or mere application of the CCT, account fox
some 60% cof the agricultural end production of the French Mediterranean
regions, 43% of Northern Italy's znd 56% of the Mezzoglorno's.
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Te prevent a slowdown in the Mediterranean external policy amd to
ensure smooth development of the Community as a whole, therefore, it is
necessary to launch a large-scale drive for the Community's Mediterranean
regions, bringing the range of Community financial insiruments convergently
to bear. This is even more important in tﬁa oontext of the Community's

prospective enlargement.

The Commission here submite the measures it considers should be taken
with respect to agriculture.

2. Outline for a policy

The Community's problem over the Mediterranean regions is primarily a
problem of structure, including effeotive soil conservation, but it is also
a problem of market organization, particularly as regarda certain products

(see also Annex I).

Soclo—-structural measures

The situation necessitates a coherent polioy for the Mezzogiorno amd
Languedoo with respect to the main structural faciors not only in the
agricultural but in the industrial and tertiary sectors (above all itourism
and transport). Structural policy on the agriocultural side calls for
coherence between action by the regions, by the Government conoerned and

by the Community.

Thus where the expenditure involved by joint action in the problem
regions would impose a heavy financial burden on the Member States ooncerned,
consideration should be given to inoreasing the rate of Community refunis
in respect of such action.

Also, the action should be differentiated according to the different
situations in the worst-off parts of the Community's Mediterranean region,
the Mezzogiorno posing the most difficulties.

The Mezzogiorno

In the mountain and hill areas, a so0il conservation drive is needed
to further the escological stabilisation of the countryside and in particular
to help prevent repeated flooding: The main means to this end are maintenance
of farming, forestry development and water oontrol.



The Community is helping the mainienance of farming by Directive 268,
s blanket measure concerning farming in hill and other disadvantage areas

which is generally applicable in these reglons.

The Commisgion hag subtmitted & proposal to the Council for joint aotion
to aid afforestation of marginal farmlamd, of general application in the
Community but of particular relevance io the southern regions in question.

Another major contribution could be to help speed up the installation
of water catchments and piping to enable the water {0 be used {0 irrigate
farmland and for other purposes, including industry. The Regional Fumnd
could play a notable part in this connection.

In the intensively-producing ocoastal belie and plains, which are
already partly irrigated, action should be aimed first{ly at qualitative
improvement of production and at developing the sales potential of such
products as poesess one, and secondly at improving the marketing and
processing of agricultural products,.

Production constraints to be borne in mind are the extremely limited
scope for the creation of non-agricultural employment and the difficulty
of finding sales outlets for increasing produotion of some Mediterranean
agrioultural products. Clearly the stepping-up of efforts to enable
larger areas of farmland to be irrigated (proposal to be submiited) would
be a useful Community contribution, but the production would need to be mo
planned that the larger amounts produced could be sold, and due acoount
taken at the same time of the desirability of complementation between
Community produce and the produoe of the Mediterranean third ocountries.
Along with such action would have to go more active application of the
Community socio~structural measures in line with the needs of the regions
concerned, and the establishment of agriculfural instructions amd promotien
gservices, also Community-aided where appropriate.

Improvement of the marketing and processing arrangements, particularly
in the case of processed fruit and vegetables, is alsoc important, if anything
even more important, both for agricultural production and for job creation.
Establishment of producer groups eligible for stari-wp assisianoce from the
Community (4this would oonoern Italy overallt proposal to be submitied) oould
help to get production more geared to the market and to ensure marketing



discivliine emabling $hs supply o e concenirvetet zx face o wiv

Lsvades and the Foodatuffe industry. The new genersally applivablas Dxp tatlioo

To 355/77, on jeint actien to improve processing and markeving of sgormiiocel

a great exbent lacking in the Mezzoglorno. Regional Purd asssizbenas ol A0
usefully be deployed to supplement these measures on the indusiclal side
and algo to provide the iranspori structures necessary to sell the produciu

on ‘the Community market.

Languedoc
The unestisfactory socic—struciural state of Languedoc is Jwrther

worsened by the problens of its wine—growing sector, on whioh it so much

relies as to be practically a one-crop econcmy.

Community action would be aimed at modernization of agricultural proeduction.
in particular production of quality wine, and would inolude agriecultural
restructuring of certain areas to pake agricultural incomes lese exclusively
dependent on wine-growing, fo: instance by encouraging the growing of w ize
‘6% 1rrigated land. In addition the new Regulailon o 355/77 just refe:red
to would be pui to particularly vigorous ume to tmprovefprocessing ard wairbing

especially in the wine-growing sector.
o

The corpus of structural measures envisaged, both in the Mezzogiorno
and in Languedoc, would als¢ help to oreate jobs in the foodstuffs irdustiry
and outside agriculture: the operations would extend over a munber of yours,
and some of them; particularly in oonnection with infragtructure, would »equir:
ongoing maintenance.

Market meamures

As concerns the agricultural markets, adjustmenis are needed itc luproes
the implementation of the Community rules on fresh fruit and vezztables

Also, as an initial measure, additional incentives zhould be provid:ad
for the fruit apd vegetable producers to form mores into groups mo ag to
be able to sell their products at least ai the withdrawal pricey; and above
2ll o be better organised . markeiing purposes.



v the cess of procegsed fruit and vegetables,; or anyhow the more
srneiii-e of thom, “here should be appropriate measures to desl with the
JiTt o ties caused by the fact that the price of the raw material ie
w31y higher in the Community fthan in the competing third couniries,
z. 4 she ab-frontier protection on processed products does nol make up

for this.

In the wine--growing sector the focus should be more and more on
quality production, with diegincentives for wine-growing in the plaina
whare other crops can be grown even though less profitably, ard incentives

for it in other ayexs which can orly be turned to best account in this way.

Supporting measures, in particular for the retionmaligation of wine-

growling by grouped &chemes, shouvid also be planned,

As concerns tho olive~0il mector; the big problem is to prevent a
frurtlsr deline in consumplion by appropriate action ccupled with
additioral measures for, above all, more rational use of aid and measures
te prov ~te grouped rationslizations of olive-oil growing {concentrmtion

on prodvetion of dessert olives, inter alia).

Ir gddition to these orops o all-important for the Mediterranean
regions, the irrigation of new farmland shonld be accompenied by action
to ercourage production of, in pariicular, fodder and protein crops.

0
0 0

As concerns the measures to be proposed or considered, pariionlar
attention should be paid to the implicationa of Community enlargement
of the Community's supply situation.

Menticon should alec be made of the measures conocerning various produots
(1isted in Annex II) already sutmitted to the Council but not yet adopted,
the implementation of whioh could make a usoful even if only partial
contribution to the tackling of the Mediterranean problemm.
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Thy Mediterranean—t;pe regions (see map) are defined as such in
congideration of thair climate and of the share of Mediterranean

producte in their totel agricultural produciion.

Thege products are: durum wheat, vegetables, flowers, tobacco, wine,

olive oil, fruit (except apples), citrns fruits, mutton and lamb.

Consideration of climafic characteristice, based on a map of growith periods
for the whole EEC, has given an area consisting of most of Italy amd south—
eagtorn France. Within that area, the regions treated as "Mediterranean"
are those where the share of Mediterranean products in their total
agricultural production is at least 40%. Together the regions go defined
cover a useful acreage of 15.6 million hectares and support 1.8 million
holdings (17% and 30% of the EEC totale respectively).

There are about 2.6 million persons working in agrioculiunre (approximately
30% of the total EBC agrioulturs workforos).
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NE NEASURES TO BE PROPOSED OR CONSIDERED (im agriculiurs)

Structural measures

(2) Mezzogiorno: irrigation. The Commission is thinking ir terms
of a joint drive to get rid of the obstscles posed by hydrological
imbalance to the proper uege of land in the Mezzegiorno. The idsa
is that the new irrigated areas should be encouraged to engage
in fodder production and other forms of production to bs decided
on, and that upland ereas too should share in the benefitnm of
irrigation. It ie intended to submit the proposal by July 1277

(v) Producer groups. On 15 Pebruary 1977 the Council resolved to teks
8 decigion by 30 June 1977 on a proposal ito be made by the
Commission by 30 April on start-up side for producer groups.

The proposal le to deal particularly with the needs of regions
with defective farm-product merketing structures.

(c) Languedoo. In this depressed wine—growing area, restructur: s
of gome vineyard land isg vital if the planned measures to
correct the balance of the Community wine market are to be
effective. Propossl by July 1577.

(a) Consideration (now proceeding) of the possibility of proposing
8 joint scheme for setting up agricultursl advisory servicems ir
the Mediterranean regions lacking them, particularly in most
parts of Italy and all over the Mezzogiorno.

{o) Consideration of the pessibility of stepping up the extent
to which the FAGGF rafunds the ocostsof the various sociocw
structural schemes making essistance more affectiva.



Mzpl ot measures

5

A waz indicated in the Commismionts earlier commmication to the

Council, there will need to be some adjustments and changes to the market
organizations.

Olivs oil, Thus in its proposals concerning the prices of certain
agzrisuliveal products and certain related standards for the marketing
yaar 1977/78 {coM(77) 100, of 11 February 1977), the Commisgsion drew
attenticn in the case of plive o0il to the problems of a further deline
in congumption which could endanger the normal disposal of Community
production, and to the need to instiitute arrangements in thie sector

to preserve & balenced situation and given the producer groupe mors

regsponseibility within the common organizstion of the market.

This also involwves more efficient use of Commimity aid and a drive
te promote ratiomalization of olive-growing, including conversion of
olive groves from oll io eating olives.

Wine.  Also in the case of wine, in its report on vineyard planiing
and replanting (COM(77) 22 final, of 15 February 1977), the Commission
advocated measures making for optimum siting of vineyards from the point
of view of quantity, quality, regional and socic=structural objectives
(disincentives to wine-growing in the plaing where other crops can be
grown, even though less profitably, and incentives in other areas which

can only be turned to best account by wine-growing).

In addition it stated that, in acoordance with Article 5 of
Regulation (EEC) Wo 1162/76, it would be submitting proposals on wine-
growing potential, which would involve related rationalisation measures
currently wmder consideration.

Protein-righ products
and mutton and lamb. In the discussione on the prices for 1977/78,

the Commission further undertook to report to the
Covmeil by 1 July 1977 (R/570/1/77, of 24 March 1977) as to the desirability
of enoouraging the growing of castor-oil bemas, which is excellently
suited to the acology of certain regions, and to submit proposals if
appropriate.
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Tc complete the list of measures the Commission has already rscimmenmicl
or said it would be recommending as necessary in the Mediterranean contoext.
it shonid be recalled that in ite Memorandum on the Review of the Common
Agricultural Pelicy (co¥(73) 1850, of 31 October 1973) it urged masasures %o
stimulate increased production of protein~rich products such &8, in perticular,
horse beans, which can be grown in the south of the Community and could help
the development of production of meat for local coensumption. In the same
Memorandum it pointed out te the Council that common organization of the

nutton and lamb market was economically essential in the enlarged Commumiiy.

Ergsg E“E processed As concerns the organlzation of other markets in

fruit and vegetables Mediterranean products (particularly fresh and processad
fruit and vegetables), use could be made of the existing

ruleg for fresh products te fix reference prices where necessary, to improve

the application of the system and to encourage the formation of producer groupe

and the undertaking of more activity by them, as a means of securing a beiier=

valanced market.

With regard to processed preducts, over and above the provision in i
present rules whereby at-frontier minimum prices may be fixed for sensitive
products, it would be well in the case of & very few (e.g. tomato derivatas,
canned peaches and prunes) typical of the worst-off Mediterranean regions
to strengthen the aid arrangements in order to make for better preocessing snd
more rational marketing of the raw material and finished produot.
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ANKEX 11

PROPOSED MEASURES NOT YET ADOPTED

1+ Fresh fruit and vegetables

a) permanent sale to the processing industries of blood oranges for
which marketing difficulties have arisen1;

b) extension for one year (1977/78) of the marketing premium for 1emonsl.

5} processing premium for an unlimited period for lemens to offset the
difference between the price of lemone in the Community and in non~

member countriesl.

2. Wine
Directive on the harmonization of excise duties on wine, aloochol and
other products (proposal pressnted to the Qouncil onm 7 March 1972 -
OJ Ne C 43 of 29 April 1972), Yo discussion of this proposal has taken
place aince 1974,

3. Alcohol

Amended proposal on the common organization of the market in athyl
alcohol of agriculiural erigin (doc. COM(76) 274 final of 3 December

1976).

4. Milk and milk products

Exclusion of mountain regions from the co-responsibility levy. XNon-
application of measures concerning the non-marketing of milk and the

conversion of dairy herds to meat prodnctionl.

5. New potatoes

Measures toc promote the production of new potatoes, a crop produced
mainly in the south of the Community (quality standards and refsrence
price).

1 Measures proposed in the context of the agriocultural prioe proposals

for 1977/78.
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6. Durum wheat

Granting of aid for durum wheat limited to regions in tha south ¢
Italyl.

T. Structural measure32

The common maasure concerning afforestation could be an important
factor in the development of inland Nediterranean regions where it
is a:-precondition for establishing & naw hydrological balance and
viable agricul ture.

1
Measures proposed in the context of the agriculiural price proposals
for 1971/78. '

The propossl concerning the common measure which provides for aid for
young farmers o modermize their holdings has run inte 3ifficuliies
in the Comnoil and should be lokked at again in terms of the spevifiso
needs of the Mediterrundsn regions.
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ANNEX III1

MEASURES ALREADY ADOPTED

1, HWine

a)

b)

c)

reinforcing control of observance of the reference price for
imported wines (R. 2506/75) ; (entry into force on 1 July 1976),

introduction of special distillation in the event of disturbance
of the market connected with imports from the Maghreb countries
(new article 33a of the basic regulation by R. 1932/75),

revision of the basic regulation and, in particular, introduction
of preveniive and obligatory distillation whioh should restore the
market to normal at the beginning of the marketing year (R. 1160/76),

aystem of premiums for voluntary conversion of vineyarde to other
crops, valid for thres marketing years from 1976/77, with a view
toracoelerating the conversion of marginal vineyards (R. 1163/76).
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2., Fresh frult and vegetables

a) With respect to conversion from citrus fruit production, the sup-
plementary aid for loss of earnings was made more generally avai-
lable in 1975 and 1976 through an easing of the conditions which

the farmers had to meet.

b) With respect to the marketing premium for oranges, in 1975 aic
was extended to all quantities consigned outside the producer
Member State, and was no longer restricted to products covered by
contract; provision was made for new oriteria for the ammal up-
dating of the amount of the premium; the grant of the premium was
also extended to clementines, and for one marketing year, since
extended, to lemons.

¢) With respect to the processing premium for oertain varieties >f
oranges, in 1975 the grant was extended to all quantities covered
by contract and was no longer limited to gquantities exceeding tie
average quantities prooessed by industry.

d) With respeot to the reference price, in 1975 an end was put to
the practice whereby certain non-member countries succeeded in
establishing entry prices on one day above and the following day
below the reference price, thus avoiding the countervailing charge.

e) With a view to adjusting the production potential of apples and
pears to market absorption capacity, a grubbing premium for certain
special varieties was implemented in 1976.

3. Processed fruit and vegetables

a) Application of a minimum price for imported tomato conoentrate
from non-member countries (R. 1927/75) and, under this echsme,
control of the quantity of foreseeable imports through a system
of import licences,

b) Introduction in 19275 of a sysiem of import licenoae for certsin
sensitive produc’: [pzelad tomatoes, tomato juloce, tirmed pess

and beans, timned ushrecms,
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tinned peaches in syrup, tinned pears and raspberries), so as
to have forveknowledge of likely arrivale, and the surveillance of
a mumber of other imporis.

4+ Durun wheat

Since the 1976/77 marketing year the basis of ihe aid for durum wheat
has been changed and is now applied per hectare, the amount being
higher for regions in southern Italy than other producer regions in
the Community. For the former regions the charge has on average had

the effect of inoreasing the aid.

5. Tobecco

n) Change since 1974 in the support measures for different varleties
of tobacco in favour of varieiles produced in southern Italy,

) Aid over a three-year period for oonversion away from a varisty
of tobacco produced in a region in southern Italy which wam dif-
ficult to eell.

6, Cattle

Calving premiuma introduced in 1975 t0 arrest the decline in beef cattle
in the south of the Community.
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7. Structural measurea

a) Common action of general application

Directives 159, 160 and 161 on the reformm of agriculturs {17 April
1972) apply to the whole of the FEC. Application difd me’ begin in
Italy and Prance until 1976; most regions in the Mezzogiorro 2%ill

do not apply them and have thersfore not reaped the major benafita

as regards occupational skills, socio-economic guidance for farmers,
and early cessation of famming by older farmers, which in these rp-
gions were many farm-heads are old and thers is strong demographic
pressure, is essential if famming is to be modernized. EAGGF reo-
funds 65 % of the ammuites for the cessation of famming for almesi
all of Italy and Ireland (instead of the 25 % generally provided

for in Directive 160), and refunds 25 % of the aid for moderniza-
tion (interest rate subsidies having been increased in the case of
Italy). Directive 75/268/EEC on hill farming and farming in ess
favoured areas was not applied in Italy and France until 1976 ancd
with the same delay in the Mezzogiormo. 40 % of the UAA in I.:ly

is affected; the rural exodus from poor inland areas in the Mauzu--
glorno could be halted by preferential measures and amual allowancas,
As a rule EAGGF refunds 25 % of the allowanoes, and 35 % in Iialy and

Ireland.

b) Individual EAGGPF projects (Regulation 17/64)

These projects relate to production structures (since adoptie: of
directives solely concernmed with infragiructure) and the marketing
and processing of agricultural products.

From 1964 to the end of 1975, 182 million uw.a. of appropriations
have been committed in the Mezzoglorno {33.4 % of the approprisiions
allocated to Italy). For Mediterranean regions in Franmco in <he
same period, appropriations amounted to 66 millior mea.. 15,1 &

of the total commitied for France. The volums of thaezs appropsis-
tions largely depends on tha ramber of appliostions presentioed s
the regiona,



o) Processing and marketing of agricultural products (R. EEC/355/77)

Thizg Regulation provides for invesiment aid for projects forming
part of a specific programme concerned with processing and marke-
ting, presented by Member States and approved by the Commiseiony
which is precessing and marketing are aspects in which the Mediter~
ranean regions, are particularly weak.

The aid provided is substantial, since BAGOF contributes 25 % of
the investment and the Member States at least 5 %, In less favou-
red regione BAGGF aid may smount to 30 % This Regulation above
81l makes it possible to implement specifio programmea relating io
the orzanization of marketing in regione where it is laocking.





