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The Commission of the Europeam Communities has
just spemt the Council a Memoramdum on the reor—
ganization of the commom agricultural policy.
To avoid all misunderstanding on the nature of
such a document it should be made clear that a
Memorandum is a consultative document desigmed
to act as a basis for discussion and to be stu—
died carefully by all relevant Community insti-
tutions and by all the socio-professional cate-—
gories in the Member States, especially by repre-
sentatives of agricultural circles. These dis-
cussions and the resultimg comclusions will guide
the Commission when it makes proposals for the
reorganization in the required legal form, om
the basis of which the Counmcil will take its
decisions,
It can be stated here and now that the reorge~
nization will be carried out gradually over a
period lasting until 1978, The Memorandum is
being published at a time when two important
facts for the development of the CAP arise :
1) the first three directives om agricultural
reform are about to be implemented in all

the Member States, on 1 January 1974;

2) Community actions im other common policy

areas are about to get under way.

1- Application of these directives represents
an essential stage im attaining the objec-

tives of the common agricultural policy of

which the most fundamental are a fair stam—

dard of living for farmers, keeping the
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markets in order and reasonable consumer
prices.

The common agricultural policy, initially
based in the main on a prices and marketing
policy imvolving Community preference and
fimancial smolidarity has mot of itself been
able to solve the problem of income dispari-
ties as between agriculture and the other
ecomomic sectors and, above all, within
agriculture itself. Hence, on the basis of
the 1968 Memorandum, a first batch of struc-
tural reforms, affecting production struc-
tures, will be implemented and will have to
be followed as quickly as possible by an im-
provemert of the marketimg structures for
agricultural products.

These developments in socio-structural poli-
cies, rounded off by a policy of aids to far-
mers im poor areas, will make it possible to
extend the overall development of modern so-

ciety to agriculture as well,

2.But agricultural policy alome camnot solve
all the problems of agriculture, which is
heavily dependant on general economic policy,
and this includes other specific policy areas
such as regional and social policy.
Consequently, the development of an economic

and mometary union is indispemsable if the

commom agricultural policy is to achieve all
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its aims. The reestablishment of the single
market will be possible only im & common mo-
netary system free from mational manipulations,
Such a system, in its turn, caam work onmnly if
the economic policies of the Member States are

aligned and harmonized.

Furthermore, the socio-structural reform of
agriculture can only have its effects if re-
giomal policy, by creating better infrastruc-
tures im poorer farming areas and by creatimg
new employment there, and by an effective so-
cial policy involving vocational retraining,
offers gemuine alternatives to persons wishing
to leave agriculture amd to those inhabitants
of mountainous regiona who need to supplement

their imcomes from farming.

In this way it will become possible to develop
a modern and efficient agriculiure capable of
accepting certain respcmsibilities as to the
quantities produced and ar agriculture whose
prime fumction will be to comtribute to main-
taining the ecological equilibrium of the Com-

murity.

From mow to 1978

This is the spirit in which the 1973 Commission

Memorandum has been drafted.

It appeals to all those who understand that a short-

term effort pays off better in the medium-term inm
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creating a healthy, balamced situation than
a series of expensive palliatives of limited
effect which are incapable of solving the

problems facing agriculture.

The attached full text of the Nemorandum will
enable readers of the Newsletter on the Com-
mon Agricultural Policy to become aware of
how that policy is to be overhauled. It would
indeed be unfortunate if discussions began
without those who are directly affected ha-

ving first examined the Memorandum.
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1.

ZINTRODUCTION

In the past ten years, the common agricultural policy has at all times
held a key position in the process of Furopean intcgration, from both
the economic and political points of view. Agriculture will continue
to play a key role in Buropean integration. But, given the outlcok
for the Commanity's development, it will be much more clossaly

dovetailed into overall Community policy than in the past.

This consideration, undoubtedly velid in the general political
context, is of special relevance to the future development of the
comnon agricultural policy itself. For the policy cannot be propcrly
sconsolidated and developed unless other Community policies, such as
the Zconomic and Monetary Union, the regional policy and the social
policy, mekec further progress. The inplementation of those polici=zs
wvags advocated at the October 1972 Summit Conference and the Commiesion
has therefore laid before the Council e number of communications

and proposals the purpose of which is to enable the objectives

endorsed by the Hecads of State or Govermment to be achieved.

In its proposal to the Council concerning prices for certain
agricultural products and certain related measures (COM(73) 445 fin.
of 2 March 1973), the Commission commented that the agricultural price
policy is affected to a growing extent by the limits set by the
esgential requircments of general cconomic policy and that although

it does contribute to a genceral improvement in agricultureal incomes,
the price policy cannot alone dispel all the difficulties arising from
disparities preovailing within the farming sector itself. The
Com.ission thorefore advised the Council of its intention to carry

out a thorough review of the problems arising and to exanmine the case
for introducing supplementary measures designed to make possible fair
and appropriate growth of farm incomes without this leading to an

aggravation of the merket situation.

The Cormission felt that these difficulties should not t: treated in
isolation, but should be considerecd in the political and economic

context of the further dovelopment of othor Community policies: it
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has never neer claimed that the agricultural policy could settle all
the proolems o European agriculturc through its own instruments.
Some of the problems cannot be solved uniess a coherent set of
Community measures 1ic implemented, as part of the gradual integration

cf other policies, as vell as under the common agricultural policy.

The present Memorandum, which sets out the Commission's findings, is
guided t- this overall approach. With regard to thec sections
concerning the common agricultural policy proper, the approach is in
harmony with the views expressed by the Commission throughout the
pcriod wher. the pclicy was being worked out. However, the

policy has not becn a static one. Since ite inception, edditions and
ohanges nave been made, a principal objective being to adapt it to”
devclopments ~ whether economic or social - in Turopean farming. In
addition, the interests of the consumer are growing in importance

among the considerations underlying agricultural policy.

The programme for improving the common agricultural policy, as
envisaged by thc Commission in this Memorandum, must be scen rs a

contribution and adaptation to this process of change.

The programnc. which refers to the period 1973/78, is designed to
improve price and market policy, to strengthen and amplify socio-
structurai poiricy, and to provide support for efforts heing made in
thesc twe fields by introducing practical measures to be implemented

under other common policies.

In addition, the Commission proposes that the contribution the common
agricultural policy is making in areas outside food production - for
example, protection of the consumer and of the enviromment - should

be strengthened

During its first ten years, the common agricultural policy's main
instrument was the common organization of the markets, This instrument
is therefore the oldest and the most fully worked out. The Commission
believes that the price and market policy - using the modern farm as

point of refercence — remains the chief instrument for incomes policy



in agriculture.

Bui this instrument should be refined and improved in the light of
cxperience. The improvements to be made have three objectives: to
scale down disequilibria on certain egriculiural markets, to simplify
sone of the machinery of the common organization of the marzets, and

to cut back expenditure under the Guarantee Section of the TAGCP.

The Commission wishes to emphasize this third objective in particuler.
In this Memorandum, it has made a considerable effort to achieve a
najor reduction in expenditure under the Guarantee Section of the
EAGGF, while maintaining the fundamental principles of the price and
market policy pursued so far. It has achieved this objective
through concretc proposals in the various sectors, involving both

better price relationships and specific action.

The price and markot policy can be completely effective only if its
is supported by a dynamic socio-structural policy. The effective
implenentation of this policy is absolutely indispensable if the
Ceficiencies still persisting, particularly in the field of incomes,

cre to be mede good.

The Commigssion thus proposes that socio-structural policy should be
pressed forward vigorously, supplcmented by other measures, including

its pronosals regarding aids to problem areas.

Action in these two fields will nevertiheless require increased support
under other policies. If the objectives of the common agricultural
policy arc to be fully achieved, simultancous action is necessary under
price and market policy, policy on structures and the other policies
forniing part of cconomic and monetary union. These three fundamental
polic;r arecas form the setting in which the action and the measures

proposed by the Commission in this Memorandum are to be implemented.
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The 1973/78 improvement programme proposed in this Memorandum oonsists
of an interrelated set of measures and steps which should be gradually
rhased in over the relevant period; +this will necessitate

immediaté decisions and polioy choices in each of the tkree fields,

The Commission has also reached the conclusion that additional measures
in the form of more or less generalized direot atd to

farm inoomes might well ferm an obstaole to the structural changes
noeded in agriculture, engender major administrative difficulties in most

of the Member States, and entail urduly heavy expenditure for official
budgets.

It believes that, taken as a whole, the work already begun in the socio-
structural field and new measures being discussed at Council level in the
agricultural and other fields, combined with ¢ertain

contributions indicated in this Memorandum, will make possible a fair

and appropriste increase in farm inoomes without aggravating the market
situation.

The Commission realizes that the implementation of the proposecd

. improvement programme will require speoific action by each of the

Communityts Member States.

It ocalls for this effort in the short term in‘order to bring abouty in
the medium term, a sound and balanced situation from which European
farming would be the first to benefit.
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The common agricultural policy: progress so far

Agriculture may be regarded as one of the secto}s of economic activity
in which the process of Zuropean integration has been token fvritect.
This fact is all the more significant if it is horne in rind thet in 211
industrialized countries the agricultural sector has always bcen the

sub ject of government intervention, though the scale of intervention

end its n-~ture and the procedures used have not been uniform from country
to country.

In achieving this breakthrough the Community has proved that economic
integration is feasible in an area vhich has often proved en cbstacle
to economic cooperation, and in a sector regarded as rmong the most
dclicate; the implementation of a common agricultural policy is there~

fors an achievement of symbolic importance as well as of practical value.

This achievement also helped to bring the Common Morket through the major
stages of the transitional period laid down in the Treaty establishing
the Furopean Economic Community; it has sometimes helned to spced up
progress; ovut it has also shown thet integration of only one sector of
economic activity is insufficient and thrct a more comprehcnsive economic
and monetary union is required.

Starting from agricultural systems thet differed widely in more than

cne way, the common agricultural policy. mainly by a cormon orsanization
of the agricultural markets, supnlemented latterly by 2 socio--structural
policy and supported by the implementation of the competition rules of
the Treaty, has been thc instrument both within the Community and outside

it of a number of mcasures which have yielded constructive results.

12, Within the Cormunity, these measures made it possible *o cstzblish »

large agricultural market covering, in 1972, ahout 193 .rillion cconsumers
end 8.4 million persons working in agriculture on 67.4 million hoctares
of land. Since the enlargement of the Community, the number of consumers
has risen to 260 million and the number of pecrsons working in sgriculture
to 9.6 million, cultivating 94.6 million hectares of lani. Despite its
its imperfections, this large agricultural market has offercd definite
advantages to the consumer as well as to the farmer.
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For the establishment of a common agricultural market has brought with
it a very sharp increase in trade between the Member States. In 1972,

intre -Community trade in agricultural and food items was running at
2.2 times the level recorded in 1963.

Through intervention at the external frontiers, the common agricultural
policy has helped to stabilize tho internal market; the lziest
disturbances on the world market hove made stabilizing power of the
policy even more obvious. But the policy has not prevented the
cxpansion of tradec with non -momber countriest imports of agricultural
and food items into the Community increased by 48™ between 1963 and
1972. The growth of imports of items subject to common regulations
was slightly faster than the growth of imports of other agricultural
and food products.

The increase in trade has brought with it a more diversified and
steadier supply of food: frcec movement of agricultural and food
products has meant o substantial enlargement of the range of items
offered to consumers. It has bheen estimated that the number of food
items offered has increased threcfold in the lagst five years. Such
diversificd choice has led to keenor competition bhetween products, and
the consumer has benefited from this,

The process of structural improvement in agriculture has 2lso continued
in respect of the farms themsclves. From 1960 to 1967 the mumber of
farms fell at an annual average ratc of about 1.7%; from 1967 to 1970
this rate was higher - 3.9%. Between 1960 and 1973 the working
population in agriculture fell by about 7 million persons. The number
of workers who left agriculture during this period to move to work in
industry or services is put a2t 2.5 million. The process of structural
improvement has becn accompanied by a steady incrcase in labocur

productivity in farming.

The common agricultural policy, which, in the early stages, has been
based mrinly on the common organization of the agricultural markets,

has not nolved all the problems arising in Community agriculture.
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For ecxamplc, it has not prevented the ncrsistence of wide income
dicparitios irithin the farming scctor. Incomes vary neriicularl::
widcly =5 between the different types of farming. but also. within
onc and ihe samc tyne of farming as a function of the size of the
farm. In addition +the regional dispersion of asricultural incomes
is 2 good decnl wider then it is, from region to region, for non-
agricnltural work.

16. It is partly because of these disparities in inoomes that it has
been: felt necessary to broaden the range of instruments how being
used. the ain becing to speed uo the process of agricultural reorgsni
zotion, whilst talting into account tho broader social intercsts.

The implencnietion since 1972 of a socio structural policy represcents.
in this contexi, a beginning: the worl must go on and other measurcs
must be taken. In this comnection, implementation of tho measures
plenmed for nountein and hill farming and problem arcas is

of particulzr importancc.

19. &3 for <he m~rket end orice policy, its imniementation hes rot cnablad
certain diseguilibria on th- agricultural merkets to he nvoided. For
exemple; the Cormunity has hed to cope, on scveral occasions. with
heavy surpluscs in the dairy scctor, while there was ot the sams time
a chorteg~ of rod moats. Similarly. there have beon surpluses of

bread ccreels coinciding with deficits of ceortein fodler greins.

20. Disecuilibria in certain sectors have becn partly resnonsible for
anrrecisble inerenscs in the expenditure of the Guarantee Scetion of the
EAGGF} o substaniial proportion of this expenditure has been sccounted for
by certnin intervention mcasures on the internal market (denaturing of
soft wheat, special arrangements for markcting butter).

~

21. Nor has the cormon agricultural policy nrevented monetary events from
breaking up the sinzle markct. 7 the present time the common market
hes been split into five sub-merlets linlred together by "monctary™

compensatory amounts.
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It would, however, be wrong to blame the common agricultural policy
for some of these deficiencies, for which it definitely cannot be
held solely responsible, The full and entire integration of the
agricultural sector into the general economy can be achieved only if
a set of inter-related Community measures are implemented involving,
in partioular, economic and monetary policy, regional policy, and
sooial policy. In any record of the common agriocultural policy over
the last ten years it is essential to emphasize the serious
defioiencies still to be made good in these various fields at a time
when, after the accession of three new Member States, the Community

has taken on a new dimension,
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Farket end vorice policy

A. Gencral prinecinles

During its first ten years; tho common agricultural policy has been
mainly based on the common organization or the agricultural markets.
Throvga the policy on markets and prices, the fragmentation of
agricultural markets within the Community was eliminated. Trade

in agricultural produvcts with non -member countries has been brought
undor 2 Community arrangement; this shelters the Comrunity's internel
merket from excessive fluctuations on the world market and ensures
some measure of priority for Community farmers in the provision of
supnlics to consumers. The Commvnity institutions zre responsible

for thc management of the agricultural markeis and the cxpenditure

incurred is covercd from the Community's own resources,

The cormon orgenization of the merkets is thus hased on threc fundamenta!
principlas <he validiiy of which has not boen affected in any way by
the acccssion of the threoe new Member States: wnity of the market,
Community nreference and finencicl solidarity. It is true that the
principle of merl:et unity hes been seriously wcermined by the intro--
Auction of "monetary" componsctory amounts. The return tn a unified
nariet is heavily dependent on monctary stability which. in its turn
depends on tho complation of the sconomic an? monctary union. Now that
b economic anl monetary union provided for in the Council resolution
of 22 I'arch 1971 and confirmed at the October 1972 Summit Confercnce

is a Tirm volicy goal, the restorntion of the single market not later
than 31 Decenmber 1977y the dnte on which *he "accession! compensatory
emounts will have veen nhased out, must remain a funcdamental objective
of tiae common agricultural policy.

4L vumber of criticisms of the common agricultural policy in general,
rnd the market and pricc policy in nmarticular, arc becoming more =nd
mere frequent. Thesc criticisms mainly concern the following three
voints: thc imhslonce on a number of agricultural markets, the high
coot of the price sunport polisy, and the rigidity ani administrrtive

cormlexity of the rfachinery of management.
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Tho Commission has acknowledged that a number of oriticisms of the
merket and price policy cre well-founded, and it hes endeavourcd
to find suitable ways of making the neccssary improvements to this
policy. In the light of experiencc gained during the ten years in
whioch the common agricultural policy has been in existenco, it

considers that such improvements must have three main objectives:

(1) reduction of the disequilibria prevailing on a numbor of
agricultural markets;

(ii) reduction of cxpendituro under thc Guarentee scction cf the
FAGGF, ostimated at 3 800 million units of account for 1773, and
partial revision of the lines on whioh this expenditure i® madej

(iii) simplification of certain mechanisms in the common organiza--
tion of markets.

The Commission fcels that several methods -- of general application
or for specific products - of achiovirg thesc objectives are
particularly appropriate:

(i) establishment of better price relationships between egricultural
products;

(ii) essumntion by the farmers of sore degroe of finenecial responsib-
ility for structural surpluses s£nd sironger machinery for
consultation of farming commmity organizations;

(11i) greater flexibility in the machincry of the cormon organization
of thc marlete, particuwlarly through thcir simplification and
& morc rigorous supervision of measurcs taken* eand

(iv) improvemcnt as far as possible of budgetary forecesis,

The Commission believes that the publication of codificd texts of

the applicable acts rclating to the common agricultural policy

could well help to improve corsidersbly the accessidbility of Commmnity
legislation in this field and thus facilitatc its implomentation by
the official departrents and ‘he producors and dealers.

By far the groater part of agricultural products are alrcady subjoct
to a common organization. These rcmaining gaps which lead to
imbalances must be filled in ranidly where nocessary, by *theerly
adoption of proposals for the common organization of thc mecrket in
products such es mutton,/lamb‘ and potatoes.
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30. As rcgards the price policy to bc pursued in the 1973/78 period,
the Coumission considers thet the Cowicil's annual decisions ought
to be hased more fully on objective criteria, while complying with
the limitations imposed on price policy by structural surpluses.
Accordingly, the Cormission intends to formulate its future proposels.
more and more in the light of tronds in the goneral level of prices
on modcrn farmslz these arc the farms which, under the gcneral farm
pricc policy, should be ensured an income comparable to that received
from non-zgriculiural work, account being taken, on the one hand,
of 2 satisfactory return on invested capital, and, on the other
hend, of irends in the pricces of the means of production and in
nroductivity. However, as regards the prices of individual products,
the Commission will, in its propossls, take account of the supply
and derand situation on each of the merkots concerned. The Commission
belicves thot this price policy is compatible with the Community's
gencral anti--inflation policy.

With rcgard to the time table laid down in Community regulations

for the ostzblishment of the farm prices, the Commission proposes

to the Council that it postpone the deadline to the date of

1 January preceding the ralevent marketing ycar. Such a postponement
17111 enabls the Commission to include more up to date information in
the annual rceport on the situation in agriculture which accompeanies
its proposals and to take better account of the Declaration on the
Commumity system for determining farm prices which is annexed to

the Act of Accecsgion.

These arc farms which already have the comparable sarncd incomes
referred to in Article 4 of Council Directive No 72/159/EEC of

17 April 1972 on the modernization of farms.

(0J No L 95, 23 April 1972, p. 3. For Fnglish version, seo

0J Specirl Mition, 1972 (II), p. 324).
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B, Measures for particular agricultural narkets

(a) Milk

31. The dairy sector accounts for 18% of the valun of the final agricultural

32,

production in the enlarged Community. The erea devoted to foddor crops
and permanent grassland, providing gencral grozing including grazing
for dairy livestock, represcnts 577% of the totzl agriculturel area.

Thoe dairy herd comprises 24.5 million cows in 2.7 million shippcn-units:
65% of farms have less than 10 dairy cows and account for 29% o7 the
total herd; 2% of dairy farms havc more then 50 cows each and account
for 14% of the herd,

Given the nead to maintain some resorves in effect on a permanent
basis, the neced for a more cffective linkt between ailk producers and
the markets which they supply, and consumer rcquirements, the
following imnrovements to the common organizations in the marlkcets

for milk and milk products are proposcd:

1. In view of the existence at the present time of large surpluses,
introduction of 2 tcmporary lecvy on production, on milk delivercd
to the dairy, chargeable to the farmer and not reflected in the
consumcr price. Every farm would be grented a levy-frec quota
for the first 10 000 litres delivered. Dairies sclling a certain
percentage (to be determined) of their output to intervention
agencies would pay a supplementary levy. The levy would be fixed
at a speccificd amount, its rate varying,up to not more thrn 2
of the milk target price aocording to nroccdures to be defined
on the basis of the size of the surpluses. The yicld from the
lovy would be used, after recorescntatives of the farming conmunity
had becn consulted, for mensures facilitating the markcting of

the surpluscs on the internsl mnarket.
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2+ Change in the butterfat solids non fat ratio to 50/50 (as

against 58/42 at the moment); such a ratio would producc the
following intervention prices:

butter 153.35 units of account/100 kg (176.00 at present)
ckir milkpowder  76.80 units of account/100 kg (66.00 at present)

Je¢ Ixclusive use of butter fats in the dairy products sector and
for example, ice~orean.

4. Scaling down of support measurcs for farm buttor.

5. Various tcchnical improvements will in addition be made to the
common merket organization in order to increase administrative

flexibility (c.g. more flexible determination of aid to skim milk
and powdered milk).

33, Implementetion of these measures would have two conscqucnces:

(2) The fall in butter consumption would be halted and the production
of milk would be temporarily discouraged following introduction
of a production levy; this would gradually result in a more
balanced supply and demand situation;

(b) Exponditure under the Guarantce section of the EAGGF would fall
by approximately 470 million units of accountat the end of the
1 973/78 improvement period; even in the first year of that
period the moasures concerning the fa.t/protein oontent ratio,
farm butter and the marketing of milk on the intermal market
would result in savings for EAGGF.
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(b) Beef and voal, mutton and lamb

34. Meat is a high protein food which is becoming more and morc imporiant
in the dict of poople in developed countries. In the enlarged
Community, consumption per head is at prescnt approximately 72 kg,
comparced with only 56 kg in 1960. The consumption of pigneat is the
highest (374)y followod by beef/veal (32%), poultrymeat (12%), edible meat
offals (7%), mutton/lamb (5%) and other mosts (rabbit, game, horeemeat 4%

In the enlarged Community somc 30% of the total food bill for

households is for meat. This percentage has been rising steadily
during thc last few ycars,

35. The enlarged Community hazgs a structural deficit on trade in meat,
in particular red meats, beef/veal end mutton/lamb. In 1972/13
the total deficit was approximaitely 1.6 million metric toms,
including 800 000 metric tons of beef/vecal, 380 000 metric tons
of mutton/lam‘b arnd 130 000 mctric tons of horscmeat. For
meat overall the cnlarged Community is 90% sclf-sufficient.
Although the level of sclf-sufficiency is around 1007 for pig-
ond poultrymeat, it is only 85% for beef, other meat (rabbit, game)

and edible mest offals, and it is substantially lower for nutton/
lamb (54%) and horscmcat (35%).
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The external deficit of the enlarged Community has remained constant.
In fact, the average annual rate of increase in production, running

at 3.2% over the last ten years, is quite close to the rate of increase
in consumption (3.3%).

The situation varies, however, aocording to product, Industrial meat
production (pigmeat and poultrymeat) has kept very close to the
consunption trend. Beef/veal production, on the other hand, rose less
rapidly between 1960 and 1971 (2.0%) than consumption (2.3%); this is
also the case for edible offals; mutton/lamb production remained stable,
while consumption increased by some 0.4% per year; as for horsemeat,
both production and consumption fell, consumption more slowly than
production.

Thus the problem of the enlarged Community's defiocit in meat supply
in fact mainly concerns beef/veal, mutton/lamb.

Aocording to the estimates at present available, this deficit can be

expected to increase between now and 1978.

Accordingly the Commission believes that changes should be made both
in the beef/veal and mutton/lamb sector and in the deiry sector, with
a vi.ew to achieving a better equilibrium of the production of red meats
in the Community as against the production, in particular, of milk.
Such measures could usefully be associated with the premium system

for the conversion of dairy cow herds to meat production and for the
development of specialized ocattle-raising for meat production, and
with the Directive on mountain and hill farming and problem areas.
Furthermore, the price policy measures to be taken during the 1973/78
period should be framed with due regard to the supply situation in the

Community for red meats.
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The 'beef/vea.l seotor accounts for 15% of the end value of the enlarged
Community's cgricuiturcl production. As stated at section 31 above, the
area devoted to fodder croups and permanent grassland reprdsents 57% of
the tofal agrieultural area utilized. In 1971 there were 29 mi¥lion cows,
of which. some 4.5 million were of meatwproducing breeds.

The present cormon orgonization of the narket in beef/veal should be
better adapted to the needs of a market which shows a continued
imbalance between supply and demand. Import charges need to be
adapted to bring them into a better relationship with the actual prices
of the whole range of products imported and with the level of market
prices in the Commumnity, whilc ensuring that there 1s neutrality of
external protection in relation to the present system.

The followingimprovenents to the common orgenizntion of the market in
beef/veal are proposed:

1. The guide price for calves to be discontinued.

2. The present combined system (customa duty plus a levy varying
according to nature of cut) to be replaced by a single charge on
imports for all cuts, fixed ad wvalorem, as follows:

(2) for live animals and fresh meat, the maxirum charge to be fixed
periodically in the light of average import prices, the actual
anount to be adjusted according to the relative levels of the
market price in the Comrninity and the guide prices;

(b) for frozen moats, the import charge to be equal to the
difference between the price derived from the guide price and

the offer price on the world market adjusted for freighting
costse.



43.

-17-

The import charge would be levied in complicnce with the
Community's international obligations end :rith those arising

from the Association Convention and the association agreements.

3. The meat procuction incentives %o be improved.

Hutton/lamb rcpresent 3.6% of the end valve of the enlerged Commmity's
agricultural production. In 1971 the Commnity possessed scme

41 willion head of sheep, including some 23 million ewes, distributed
over 500 000 farms.

The ostoblichnent of a conmon organization of the markct in muiion/larb

in one of the ways provided for in Article 40 ofithée-~-Treaty is an

econonic necessity for the enlarged Couwrmmity. In the United Kingdom

ond Irelend, the level of rmtton/lamb prices is close to that of

beof/veal rrices. In thesc countries, beef/veal prices will, during

tho transitional period, nove progessively closer to the level of

prices in the old Comrunity countries. The lack of a coumon

orgenization of the markets in the mutton/lamb sector would distort the level
both of producer prices and consumer prices. The doveloprent of sheep

farming should also heln to improve the balance of the meat narket.

The common market orgenization to be implemented during the period

1973/78 wouvld be based on the following principles:

1. The arrangenments in the onlarged Communityfs internal market

would be based on:

(i) fixing corpensatory amounts between the original Commumity
and Denrark and between the original Comrunity and the
United Kingdom and Ireland, the nmounts to be based on the
market prices and graduvally scaled doim;

(ii) removing zll quantitative restrictions and cpplication of
Articles 92 to 94 of the Treaty.
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2. The present trede arrangements with non-member countries will be

subscquently roviewed in the light of the Commmityt!s relevant
international obligations.

3¢ Incentives for sheep farnings

(1) strengthening the premiun system for the conversion of dairy
herds to nmeat production;

(i1) measures envisaged in the framework of the Directive on
mountain and hill farming and problem areas;

(i11) +the possible extension of certain measures in this Directive
to cover sheep farming in other suitable areas.

The implemantation of these measures in the beef/veal and mutton/lambd
sector would lLiave three consequences:

(a) better market equilibrium would be achieved progressively
between milk and meat and between the various types of red meat
(veef/veal, mtton/lamb);

(b) expenditure by the Guorandee Section of the EAGGF in respect of
‘beef/veal production (20 million units of account) would remain
wnaltered and probzble expenditure for mutton/lam'b production
vould be only marginal. RExpenditure by the Guidance Section of
EAGGF could be expected to rise by 10C million units of account
for five ycars;

(c) the mochinery regulating the common organization of the 'beef/veal
market would be greatly simplified.
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(¢) Cereals

47. Cercals account for 9.6% of the value of final agricultural production
in the enlarged Commmity. The area under cerezls represents 28% of
the total area utilized. In 1966/67 there were approximately
4.5 million farms producing cerezls in the Cormunity; 4% of them
covered an srea of more than 50 hectares and accounted for 35% of

the total area under cereals.

48. Since the establishment, on 1 July 1967, of a ccmmen organization in
the market for cerecls, the worlé market situation has changed
considerably. As world prices for all cereals have increased, world
stocks have contracted sharply.

In considering possible modification of existing arrengements it is
necessary to bear in mind not only the working of the comnon cereal
provisions since their introduction but also of recent developments on the

world market.

49. The following improvements to the common orgenizatiom of the market

in cereals are proposed:

1« Gradual introduction of a be:ter relationship betwoen prices for
the various cereals by temporarily not increasing the pricc ef
soft wheat and a relative increase in the prices of barley and
malze. The objective in principle will be to achieve a common
lovel of prices which takes greater account of the nutritional
value of the various cereals.

2. Phasing out of the denaturing process and, where necessary, its
replacement by exceptional measures facilitaeting the conversion

of wheat into forage.

3. The "regionalization" of intervention pricee to be superseded by
a system of single intervention prices for soft wheat and barley,
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valid throughout the Commmity and similar to that for maize,
rye ond durum thect.

Intervention for cereals of & quality lower than the standard
quality to be discontinued.

Improvenent in the system of production refunds (ma.:.lo,starch,
vheat starch, potnto flour, maize grits).

Implementation of a comprehensive and coherent stocks polioy based
on soft wheat. The amount to be estocked would be fixed in the light
of tihe norrial supply recuirements of the Commmity market and in
the light of international stocking cormitments cntered into by the
Commmity. Cereals stocked would be used mainly to ensure that
hunan and, if need be, animal requirements were met and that food
ald commitments would be carried out.

Various techniccl improvements would also be made to the common
market orgenization in order to increase adninistrative flexibility
(esg. more flexible fixing of direct aid to durun vheat, new date for
the beginning of the marketing year for naize in order to moke
barley more competitive during the period from July until September,
introduction of a tendering system for export refumds).

Implcnentation of these measures would hove three consequences:

(=)

(v)

The imbalcnoes which have, at regular intervals, appoared on the
ceréals marizet would gradually disappear to be replaced by a
better balance between the various cereals related to real

market needs;

ezpenditure under the Guarantee Section of FAGGF would fall by
approximately 530 nmillion wnits of accommnt at the end of the

1973/ 78 improvement period; curing the first year expenditure would
fall, o8B a result of the rcasures, by approximately 150 million

wits of account;
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(¢) +the mechinery of the common market orgenization would be
simplified.

(d) Protein

51. The development of pigmeat and poultrymeat production, as also the
increasing proportion of compound feedingstuffs employed in animal feeds,
has led to an increased use 'rithin the Corrmmity of raw materials rich
in protein, other than green fodder. In 1971/72 the quantity of
high-protein feed other than green fodder consumed in the Community
exceeded 17 million metric tons. The feeds varied considerably in
velue, depending in particulcr on their protein content (18% in lwocerne
neal, 70% in fish meal).
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52« Threo—quarters of the supply of high-protein feed is provided by
oilseeds (oiloake and meal) and the rest by meat and fish meal, lucerne
meal, fodder legumes and powdored milke Although cereals contain a
certein percentage of protein, they are included in animal feeds chiefly

as a source of energy. The use of non-agricultural sources of protein
is as yet negligible.

£3. The degrec of Commmnity self-sufficiency hos been steadily declining;
at present the Coummity can supply some 4% of its needs in oilcake
and some 30% of its fish meel requirements. Production of fodder
legumes is also declining.

54« The following oonclusions con bhe drawn from the report on the protein
supply situation of the enlarged Commmmity:

(2) Commmity demand for meat will continue to rise between now and
1977/78, even if ot 2 slightly slower rate than in thec past;
meat production in the Commumity can be expected to rise in

consequences

(b) Over the last ten years the use of corpound feedingstuffs has
increased considerzbly more than thet of livestock productione.
This trend towords morc retionzlized feeding will continue during
the next few years, particularly in some Member States of the
Commnmity.

On the other hand, the modification in the relationship between
the prices of high-protein products and cereal prices which
occurrcd in 1973 has led to a cut-back in the use of the former.
If the new ratio continues, the curtailment of the use of
high-protein items could well also continuece.
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(o) Under these conditions a reasonable estimate would set the inorease

(a)

(£)

in Community consumption of high-protein products between now and
1977/718 at 3% per year.

Demand for such products will rise not only within the Community.
According to some forecasts an annusl 6% inorease in demand for oilocake
in the United States can be expected; increased demand in the other
parts of the world, particularly certain eastern European countries and
Jepan will probably be even higher.

Although availablities of high-protein products should cover world
demand during the 1973/74 marketing year, it msy well prove difficult

to produce sufficient quantities to meet demand over the following years
It seems unlikely that production of fish meal, whioch fell sharply in
1972, will show a recovery, and the production of oilseeds other than
soya beans cannot be expected to rise appreciably. Sunflower seed is
the only crop which may expand, particularly in the eastern European
ocountries, but such additional output is likely 1o be needed to meet

the increasing requirements of those countries.

Over the coming years the supply of additional quantities of high-
protein products to meet increasing world needs will depend largely

on soya beans,

However, it would seem that American soya beans production cannot be
develcped without increasing the area cultivated. But even at the
1973 price, soya is a less remunerative crop for farmers than other
crops, for examplc maize and cotton. Thus it is not at all certain
that Americen agriculture will be able to extend the arca planted
with soya indefinitely. It is interesting to note that available
forecasts indicate that the area under soya will contract a little
in 1974.

As for Brazil, internal requircments will probably account for part

of any increase in production.
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Under these conditions it would scom to be in the general interest
for tho Community to endeavour to prevent its depondence on imports
for supplies of high-protein products from growing excessively over
the next five years. It should, however, be noted that in the
Community, arable land is diminishing all the time; any eofforts made

to extend the aroa under high protein crops must neccssarily rcduce
the area under ceresls.

Measures to develop Community produvction of high-protein products
could take the form, in particular, of:

(a) ostablishing a more satisfactory relationship between prices for
colza and for sunflower seed. The objcct is to extend the
production of sunflower seed up to somc 200 000 metric tons
(70 000 metric tons in 1973). There is a grave shortage of
sunflowcr seed within the Community but if colza production were
to increase yet further, it might prove difficult to dispose of
the product as oil or oilceke

(b) extending the support system applied at present to colza and
sunflower seed to cover soya beans. The system should, however,
be so adjusted &8 not to aeffect the soya bean import arrangaaents
If those meoasures were applicd, soya bhean production could be
expocted to reach 100 000 metric tons by 1977-78

(c) encouraging the dehydration of fodder plants such as lucerne co as
to increasc the supply of this product on the markot. To this ond,
provision should bc made for common moasures to encourcge the
establishment and rationalization of drying plants and for

intervention measures to reduce thec cost price of the product.

(d) reducing the price of selected secd of fodder legumes such as
peas and beans both for Community-grown sced and for seed imported
from third countries;
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(3) netiing up a rescarca programme to develop and produce neu
vericiies of seed within the Coumvnity which could increase

procuction of sources of vrotein, particularly es rogards:

(i} hyvrid »can scede,

(ii) cereals with a high-protein content;

() eathorizing, subjost to the sane conditions in all lMember States,
tho inclusion of urca in znimal feeds: the use of urca a2llows
cf sovings in proteins, which would help to prevont the Community

shortege froun bheconing worse;
(g) examining other techniquest to develop tiie production of sources

of protein and problemns arising as regords the hormonization of

legislation in this field.

“stinated additional iTWOGA cxpenditure {or the application of tho

above neasures would zmount to some 30 million units of account.

(e) Oilseeds rnd olive oil

Ir viow of the fact that there is 2 heavy deficit in the Cormunity
protein suppl;” situation, the mcasurcs described above will not
hasper the dovelopuent of “rade with norn-uember countries and in
rarticular with counirics referred to in Protocol No 22 attached to

the Act of Acceasrion

(e) Oilseceds ond olive oil

0in

m

soods reproscnt 1 64 of the final production (value) of the
cnlarged Comavnity 's agriculture. In 1971 oilseod cultivetion
occupizd 500 000 hectares (0.5% of the utilized agricultural area),

of which 2400 000 hertares were planted with colzn and rape secd-

Olive oil reprosents 1.2% of the final production (value) of the
enlarged Comrmunity's agriculture Olive—-groven cover 2.3 million
hectcres (2.3% of the utilized agricultwral area). About w million
Community farms are involved in cultiveting this crop; oil is

producel in soie 12 000 oil mills.
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In view of the difficulties whkich have ariszen ir this ficld sincas 1963,

the following adjustments to the comnon organization of marlets are

proposed:
1. Oilseeds

(a)

(v)

a review of price regionalization arrangements with a viow <o

eliminating the additional aid for colza processed in Itely;

the establisiment of a programme for research on and distribution
of sclected colza seed possessing chareccteristics such that

its use would no longer be hinderod as at presont. After the
1976/77 marketing year, aid would bo granted only in respect of
colza producet from selected sced satisfying certain

requirements as to its characteristics.

Olive oil

Experience has shown that the systom in operation at prcesent is

not

well fitted to the structurc of the olive oil industr;. The

difficulties arising in supervising and granting aids to olive oil

are the clearest eramples of this. It should be possible, without

completely reviewing the system, to make somo substantial

improvements, such as:

(a)

(v)

fixing a naximum aid equal to the difference hetween the
producer!s target price and the market target price. If the
price obtained on the mari:et appreciably exceeds the market
targct price, the aid would be recduced by & corresponding

amount ;

strengthening, for the 1974/75 scason omwards, aid controls,
in particular by:

(i) the cstablishment of an olive-grove register;
(ii) laying down stirict criteria to be applied when fixing
terget ylelds;
(iii) making prcdazers supply proof that their production hes
exceed the targoet yield;

(iv) imposing a greater degrce of responsibility on producers.

Implancntation of these measures would entzil a considerable roduction

in the expeaditure of the Guarantee Scctiion of the FAGUY by the end of

1973/76 inprovement period.
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(f) Other products

1. Vine

e

Wino ropresents 5% of the final production of the enlarged Community's
agriculture. Vingyards occupy 2.6 million heoctares, i.e. 2.3% of the
utilized arriculiural area. The four wine-producing countries possoss
some two million holdings devoted to vine cultivetion.

It is proposed thet the intervention nystaa at prezent in oporaiion
should be amcunded so that the Cormission, using the nmanagenont coimiitec
procedure, would have pover to decide thet during the Tirst two months

of the marketing yecr wine should bhe distillel, on the vasis of a buying-in

vrice amounting to betweon 50 and S065 of the guide price.
2. Potatoes

tatoes represent 2.3% of the final production (value) of the onlarged
Cowrmunitr 's agriculture. In 1671 potato crops occupied 1.6 nillion
hectares (1.7% ol the utilized agricultural area) on some 2.5 million
farns.

Potatocs are not as yet subject to a coumron organisation; in scme

MNember States thgy are subtject to a minimum price system.

A common organization of the marke’ in were potatocs in one of the ways
provided for in firticlo A0 of the Treaty would entail the application
of rules on coupetition and the introduction of quelity standards

The improvenents proposed as regards potato starch in the section on
cercals should also bhe notod.

3. Sgg&r

The Comaission has already laid before the Council its proposals for
izproving the arrangaaents for sugar (Document COM(73) 1177,
19 July 1972).
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ITT. Polioy on structuag.s

67. A salient feature of recent developments in the oommon agriocultural
polioy is the cleox realimation that market and prives poliey und poliay.on
structures complement each other and that they are closely linked. For
one thing, it has become apparent that price policy in itself is no
substitute for progress as regards farm structures and that in reality
its "across the board" impact on categories of farms with extremely
unequal struoctures has the effect of widening still further the
income disparities betwsen categories of farms and between the regions
of the Community.

Secondly, the investments which must be made if farm struotures are to
be improved oan be envisaged only if the price assumptions on which

the investments would be based remain valid and if the investments

are oompatible with the economic requirements of the ocommon agricultural
policy.

The Commission has already opted for a division of labour between the
two polioies, basing its price proposals on the real income needs of
ferms which are profitable, and leaving to structural policy the task

of bringing as large a proportion as possible of the other farms up to
"this stage.

68. Instruments for Cormunity action are already available within the
context of structural reform. This is directly the case for Council
Directive 72/ 159 on the modernization of farms, which requires Member
States to introduce a selective system of aid to investment for farms
which submit development plans, enabling farms to attain a level of
earned income comparable to that received for non-agrioulturel work in the
region in question. Directive 72/160 on the cessation of farming
should have a considerable effect on agricultural structurcs, since
its aim is to reallocate to farms in the process of modernization
land made vacant when other farmers oease farming; at the same time,
it plays an important role as regards the incomes of those who give
up farming, as it offers either an alternative inocome in the form

of an annuity for elderly farmers, or & premium to encourage other
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farmers to move to other work.

Finally, Directave 72/161, the aim of which is to improve the vocational
guidance and training of persons engaged in agriculture should help the
latter to keep pace with the requirements of a rapidly developing
industry and in this way to create forthemselves better opportunities
to improve their incomes. The parallel action by the European Social
Fund for farmers leaving the land also aims at improving productivity
and incomes in other industries.

69. These measures are, of course, insafficient to improve the incomes
of as large a mumber of farmers as orc woldld wish. In certain areas
of the Community farme are able neither to take real advantage of
the price policy nor to make use of the struotural policy = this is
for reasons relating neither to farmerst! personal abilities nor to
the state of their farms, but to the intrinsic nature of thesme areas,
vhere major natural obstacles stand in the way of progress.

T0. So as to improve the incomes of farmers handicapped in this way amd
thus make a direot contribution to safeguarding the areas in question
the Commission has proposed a draft Birective on hill and mountain
farming and farming in certain problem areas. The directive is now
before the Council.

Moreover, the abasence of alternative employment in certain agricultural
regions constitutes a powerful brake to the modernization of farms and
thus to an improvement in incories. To remedy this situation, the
Cormission has submitted to the OCourmcil & draft regulation on
Community regional policy measures ir the Communityts priority

agricultural regions.

71+ At tho presenttime, the Community policy on agricultural struoctures
has not yet been implemented throughout the Community. After a
considerable deldy in obtaining approval of the first common measures
in this field, it proved necessary to extend the implementation period
in the Member States until 31 November 1973, Although certain Member
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Stetes have already begun to implement some or all of the oommon
measures, it is therofore still too early to be able to make a critical
appraisal of the polioyt's effects.

Furthermore, roferring in partioular to the Council Resulution on
agricultural reform of 25 May 1971, the Commission feels it is necessary to
moke additions to the existing arrangcements and to its present

proposals relating to agricultural struotural poliocy.

The additions are in two fields. Firstly, the Commission intends
proposing to the Counocil, at the end of 1973, a directive on the
encouragement of afforestation to improve agricultural structures.
This ocommon action will inolude afforestation aids and, where appropriate,
the improvment of woodlands, , not only to increase the incomes

of farmers concerned, but also to contribute to safeguarding the

natural enviromment, especially in problem areas,

Seoondly, the Commission intends to submit, early in 1974, proposals
for common measures on market structures. A proposal for a regulation
on farmers'! associations and their federations, the purpose of

which is the improvement of the conditions under which farmers market their
output, has already been sent to the Council.

But, the Commission believes that joint action is also needed with
regard to agrioultural marketing and processing equipment. It
therefore intends to propose to the Council joint aotion to encourage
development and rationalization in this field, In partiocular, the
Cormission is planming measures to sencourage the preparation, at

the initiative cither of official departments or of rclevant private-
sector organizations, of action programmes for specific sectors, 1o be
subtmitted for approval at Community level; assistance from the
Guidanco Section of the EAGGF will be gradually conocentrated on

investment schemes forming part of such programmes.
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Until such time as these common measures ocan produce their full structural
effeots, the Commission will ensure that individual projects financed

by the Guidance Seotion of the EAGGF are striotly in line with the
principles of the market and prioce polioy.

75, The implementation of these measures will involve no increase in the
present expenditure of the Guidance Section of the EAGGH.

76. 'The Commission believes that the achievement of the objectives set
out in Article 39 of the Treaty should he based on the market and
price policy and the agricultural structures policy, implemented
jointly, supported by the regional policy and the social policy,
partioularly the Soocial Fund.

Such an impproach is the only one which can make a selective
contribution to improving the inocomes of the ocategories of farms at

which these policies are aimed, while at the same time maintaining
their ability to compete.
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Related po lioies

As a polioy conoerned with only onc sector of the eoconomy, the

common agrioultural policy cannot solve by itself all agrioulturets
economic and social problems. Agrioculture is olosely involved with the
rest of the economy and depends not only on economio development in
general but also on general economio polioy and other spocifio
policies in the regional, social, and fiscal fields, etoc.

Although it is true that the common agriocultural policy has in the
past been one of the main driving foroes in developing, at Community
level, common policies in these various fields, it is nevertheless
true that the inadequacy or lack of such common policies in the

past has often constituted a major obstacle to tho achievement of the
objeotives of the common agricultural policy. In this connection,
the disruption of the common agriocultural mafket as & result of
nonetary events and the persistenoce of inoome disparities within
agriculture - whioh is partly due to the faoct that no proper regional
or Bocial polioy has yet been implemented = are two partioularly
significant exanples.,

It is for this reason that the Cormission considers +that its proposed
improvement of the ocommon agricultural policy during the period 1973/78
needs to be assisted by oonorete developments in the other common
polioies. Bearing in mind their implications for the common

agrioultural policy the most important elements are mentioned below.

Finally, the Commission points out that the common agricultural polioy
makes a not inconsiderable contribution to the protection of the
enviromment and to consumer protection. Since these are major
oonocerns for our modern society, the Commission proposes that the
contribution made by the oommon agrioultural polioy in these fields
ghould be stepped up.

The eoconomic and monetary union

Since 1969, agriculture in the Community has been sufforing the
oonsequences of the lack of a monetary union between the Member States.
The single market, achieved by means of oommon prices denominated in
units of account, has been gradually disintegrated because of the
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parity changes whioch have since been made. At prescnt, the Common
Market is subdivided into five sub-markets linked by "monctary"
compensatory amounts. Only France and Dermark apply the common prices;
prices as expressed in national currencies differ by more than 30%
betieen Gerwany and Italy, which are at the two extremes of a range
within which, as well as the French and Danish markets, the Bemelux
United Kingdom and Irish markets are located, This difference is

the same as, or, for ocertain products, cven greater, than it was in
1967, when prices were unifiecd.

The splitting up of the single market has damaging implications for
agriculture and the economy in general., Commeroial operations on a
fragmented market are necessarily subject to very oomplicated
administrative procedures, and this is liable to affect prices and trade.,
Moreover, agrioulture is gradually isolated from the general

econonio envirorment emerging in the countries oconcerned after the
monctary changes, and the rosult is distortions of competition between
the agriocultural systems of the various ocountries, and betwecn agricultural
products and between means of production in agrioulture. These
distortions are unacoeptadble in the long run. Speoialization of
production on the basis of optirmum allocation of resources within

the Community is being considerably slowed down as a result.

The lack of an internally consistent economic policy at Community level is
also harmming agrioulture. Thus, farmers, who are not always able to

hand on to distributors and consumers the production cost increases

they themselves have been unable to avoid, are hard hit by inflation.
Agnin, appreciable differenoces between the rates of interest farmers

rmst pay on the loans they contract are ocausing obvious distortions
between faruers carrying out modernization investment in acoordance

with Community directives.

Civen the prospects for the implementation of the economic and monetary
union provided for in the Council's resolution of 22 March 1971 and
confirmed at tho October 1972 Summit Conforence, the Commission takes
the view that, whatever else is dcoided, the "monctary" compensatory

amourts nust be phosed out by 31 December 1977.
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B. Regional policy

85« The drive to restructure agriculture is handicapped in many regions
of the enlarged Community because economic development is not balanced.
This is true in particular of regions where there is a considerable
surplus in the agriouliural working population owing to the modernmization
of agricultural structures and which, at the same time, suffer from
low levels of economic development and income. This type of region
constitutes approximately 40% of Community territory; the agricultural
working population of these regions acocounts for more then 60% of

the total agricultural working population of the Cormunity.

€6, In mountainous regions and other regions less well endowed naturally,
the development, and even the maintenance, of agriculture, is handicapped
by the risk of undexr-population, due not only to unfawvourable natural
conditions but also to the absence of general infrastructures. Such
regions, anproximately half of which are of the same type as the
regions referred to in the preceding paragraph, oonstitute 20% of
Comrunity territory; they account for approrinately 20 million hectarss
of agricultural land and have an agricultural working population of

approxinately 1.6 nmillion.

87. The Cormission looks forward to the Regloral Devolopnent Fund’s
contributing to improving this state of affairs. It trusts that by
31 December 1973, vhen the Fund is to be set up, the Cocuncil will also
adopt its proposel for EAGGF help towards creating alternative employment
in priority agricultural regions. Equally, the Commission hopes that rapid
effect will be given to the provisions of the Directive on agriculture

in mountain and hill areas and other problem farming arcas.

C. Doocial policy
88. The drive to restruoture agriculture has been hanpered, in particular
in the priority egricultural regions of thic enlarged Community, by
the absence of specific measures to provide vocational retrzining for
persons wishing to leave the land. It is estinmated that annrorimotely

2.5 million neople left agriculture to talie vup cther employment over
the 1960/1972 period.
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The operation of the renewed Sooial Fund will constitute a valuable
contribution to the drive to reorganize agriculture over the coming
years. It is estimated that 150 000 people will qualify fer assistanoce
from the Fund during the 1973/1978 period.

In this connection, the socio=structural measures adopted by the Council
in 1972 should be supplenmented by national measures regarding study
grants to children of farmers with low inoomes.

The abscnce of harmonized social security schemes gites rise to
distortion of competition within Community agriculture. These distortions
result in partioular from the impaet on agrioultural incomes of the
differcnces in the schemes oporated, the contributions payable

transfers in the individual Member States.

Taxation

Fisoal harmonization has not made sufficient progress in the Community'=
and this is producing distortions both in the agriocultural markets and

in the conditions under which farmers compete.

The Conmission must stress the nced to implement fisoal harmonization
in the near future aa indicated in the proposals made under the

prograzme for econonic and monetary union.

Protection of the environment

The common agricultural policy has much to contribute to efforts to
protect and inprove the environment. In this conneoction, the Council's

environment action programme adoptod on 19 July 1973, provides, in the
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parts releting to tho safeguarding of nature, for a nmumber of measures
in addition to those reforred to in Chapter III of this Momorandum.
(woodlands, hill and mountain famming); these meoasurcs include
aotion to develop agricultural production and stock-~raising techniques
not harmful to the enviromment, the adoption at Community level of
appropriate regulations, and the protection of certain animal species,
including migretory birds.

The interests of the consumer

The list of objectives of the common agriculiural policy set out in
Artiole 39 of the Treaty includes stabilization of the markets,
reliability of supplies, and reasonzble congumar prices.

The varidus comomnon organizations of the agrisubtural

parketas have helped to stabilize prices on the Community markets and to
insulate these markets to a great extent from the fluotuations - sore
of which have been very abrupt — in world market prices.

However, although the stabilizing effoct has been achieved at a prioe
level generally regarded as fairly high, world prioces for some of
the most inportont items, like ocereals, have rocently risen to levels
higher than those of the Community markets.

The Commission, bearing in mind the need to give greater attention to
the interests of the oonsumer, wishes to emphasize the advantages whioch
tho consumer will be in a position to gain directly or indirectly from

the nmeasures armmounced in this Memorandum.

¥ith regard to the introduction of more specoific measures, the Commission

proposes the following action programmeo:

(1) as part of efforts to coordinate agricultural science research,
incentives to research on the effeots of the consumption of

various fats on human health,

(ii) encouragement of the production of high~quality food, and
effeotive supervision of this type of production.
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Ixternnl commercial relations

The introduction of the cormon agricultural policy anc in particuizr the
gradual development of the various cormion organizations of the
agricultural markets have enabled a very high degree of trade
liberalization to be achieved within the shcrt space of a few years.
Virtually,ell quantitative resirictions and mcasures of equivelent

effect have disappeared.

The acgreements and arrangements with other trading countries, which
the Community has entered into for ~ wide range of agricultural items,
and particularly the price guarantee agrcements, have brought economic

and trading benefits to these countries.

Through a nunber of cultilatercl errangements the Commwmnity has ploayed
a major role in defining and implementing a policy to reorgmnize the
world market and with the same objectives, it has recently adcpted

the policy guidelines which it intends to pursuc in the GATT
maltilateral negotintions. The Comrunity will propose a series of world
arrargerents for ~gricultural commodities, these arrangecments to include

a policy, concerted at international level, with regard to stccks.

In addition, in its cxternal relations, the Community is also engaged
in many sets of negotictions - in particular, with the countries of

the llediterranean basin and the countries referred to in Protocol Wo 22
ettarhed tc the Act of Accession - in which agricultural questions

are involved.

In view of the growing world demand for food, thc Corrmnity st also
considor that part of development zid which food aid moy censtitute

in ccrtain circumsiances. The Commission intends to subnit to the
Cowneil proposals which will dovetail into ithe overzll devclopment aid

policy to te iuplcmented by the Community.



