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this kind were compatible with the provisions of the ZEC Treaty. In
addition,the breweries own large numbers of public hcuses and cafés.
Its tied houscs, whose turnover can be relied on, are a very important
factor in assessing a brewery's business.

Other nmarket outlets are also becoming more and more important.
These include sales by the grocery trade, marticularly large chain
stores and supermarkets, and direct sales to households and canteens.
For a long time direct sclling, now known as a ‘'home delivery service®,
was looked dovn upon as ‘"peddling’’ and was left to the small firms.

Nowadays;however, almost all hig firms have their own distribution

networks serviced by trained van-salesmen.

An attempt is zlso being made to introduce "trans-regional? brands
of beer. These would make it much ceasier for large chains and
supermarkets - which are also ‘trans-regional?® - to offer the beverage.

Large breweries now realize that local marketing is not the only
profitable way possible. As a result the beer trade is expanding,
making the trader more important. But, while trade expands, there is
a consicderzble trend towards increazsed cconcentration within the industry
itself, ) ’

Hovever, there are still large numbers of medium~sized breweries -
1200 in Bavaria &lone with an annual outrut of mere than 15 million
hectolitres - whose sales strategy is still largely limited to local
marketing. These two groupns ~ the large breweries and the net-so-large -
are unlikely to see eyve to eye on this vnroblen or agree to use the same
means to achieve their objectives, though both grouns assert that the
consumer's interest is their primary concern.

Its examination of data on the beer trade showed the Conmission:

(a) That intra-Community trade in beer amounts to only 1.4 of Conmunity
production;

(b) That exports by liember States, Germany excluded, come to something
more than 70% of this intra-Community trade;

(c) That imports from non-member countries come to something less than
50% of intra-Coammunity trade; almost 80% of them are made by
octher Member States than Germany.

These figures show olearly how great must be the difficulties in
trade in beer between the Member Statec. They also show that Germany
is in a special position, being the only Member State with purity
standards for beer manufacture; the approved ingrecdients are strietly
confined to malted barley, hops, yeast and water. (The only non-member
country with such strict purity standards is Switzerland.) Because of
this, only beers manufactured witheut adjuncts can be imported imnto
Germany. There are zlsc differences -~ admittedly less marked -~ betwecen
the laws in force in the other Hember States so that, generally speaking,
it can be said that trade in beer is very strongly influenced by
discrepancies in legislative provisions. '

/
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The need for harmonization

Because of these obstacles to trade the Commission and the
Governments of the Member Statcs maintain that legislation on beer
must be harmonized, Unless these legislative provisions can be
aligned, the common market cannot operate.

Referring to the elimination of obstacles to trade between the
Hember States in its work programme for the three years after 1969,
the Commission wrote:

"The primary object of a common market is the complete opening-up

of markeis among Member States, the removal of all barriers to the
free movement of goods, persons, services and capital and the
elimination of distortions and impairments of competition within the
Community. Goods must move among the Member 3tates as in an internal
market. Thus, after the disappesarence of intra-Community customs
duties and quantitative restrictions, no need for protection, whatever
its nature, and no national interest can justify cherges equivalent in
effect to customs duties, measures equivalent in effect to quantitative
restrictions or the systematic application of customs formalities which
impede the flow of trade.  The coming into being of larger markets in
which a wide variety of comparable products can compete with each other
to the greater benefit of HBuropean consumers is still delayed by a
large number of technical barriers to trade. The programme aimed at
removing these obstacles which has already bcen submitted to the

" Council should therefore be implemcnted as quickly as possibleil,

Obvicusly, how far the 3ix aregrepared to go in eliminating
obstacles to trade depends on their political will. But it was
precigsely this political will which brought Zuropear unity into being
and which will coriinue to advance it. On 28 May 1959, then, the Council
approved a number of decisions to speed up tile harmonization of
legislation in the Membor States. At thc same time the Representatives
of the Governmcnts of the Member States meeting in the Council agreed to
introduce a standstill order to cnsure that national laws would not move
even further apart before the common directives were adopted. The
Council recognized that the harmonizetion of laws on beer was urgently
necessary. The general programme for the elimination of technical
obstacles to trade recuired the Commission to submit a proposcd-
directive on bezer before 1 Januvary 1970; the Council hoped to adopt it
before 1 July 1970.

Difficulticecs encountered

Work on the proposal ran into immediate difficulties however,with
the question of what brewing materials should be approved.

Germany's purity standards, dating back to 1516, state that beer
can only be made from natural materiaels -~ malted barley, yeast, hops
and water. These rules, which have been amendcd to allow the use of

) whecat-malt, are strictly applicd to all beer for domestic consumption,

- In Bavaria - the home of these standards,vhich were conly introcuced to
the rest of Germany at a much later date - they also apnly to beer for
export. -

-nl/e.o
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The remaining Member States however allow, in addition to malted
barley, the use of other cereal products - known as adjuncts" -~ and
sugar. The main adjuncts are unmalted barley, unmalted wheat, maize
groats, malze starch, common wheat and rice. Adjuncts are also used
in the main beer producing countries outside the Community - Fngland,
UL, Denmark and Czechoslovakisa, The use of adjuncts is controlled 8
in somc Member Stetes (154v in France, with a tolerance of 30)/,and 25% '
in Italy). Although there is no ceiling in the Benelux countries, the
proportions used are in fact more or less the same. Larger proportions
affect the full-bodied flavour of the beer and are only tolerated in
beer for exwvort to the tropics. The higher adjunct content lengthens

shelf life, an impnortant consideration given the high temperaturcs
in those parts of the world. The use of adjuncts or sugar makes it
possible to produce low-protein beers which have a higher colloidal
stability, in other words protein turbidity is delayed.

But there are many other recasons why breweries tse adjuncts.
Thanks to them many beers - mainly of regional importance - have
acguired =z specinl flavour which is now traditionzl. Experiments
carried out by broewers have shown that beers mede with maize groats
can be given o full round flavour closely resembling that given by
malt. The additicn of broken ricce produces a fdry!" beer and is
therefore = fovoured practice in the brewing of Pilsner types.

Tre use of pure maize starch has no effecet at all on flavour.

Production costs arz an important factor,though they arc obviously
nct the only re=zson for using adjuncts. Adjuncts are in fact cheaper
and special arrangements introduvced in connection with the EuC's cercals
market rezulations nmade them artifically so, leading to distortions of
competition. However, brewers who do not use adjuncts arc inclined to
over-estimatce the price differcntial and to forget that the ceiling
placed on the proportion of adjuncts used limits the possibility of
rcducing costs. It must be adamitted,however,that oxtract yields are
hirher with adjuncts than with malted barley and that there is a siigant
price advantage. The cereals market regulations pretect the producer
price for cereals and also meke provision for a refund to producers for
maize, cowmron wineat and broken rice used in starch menuiacture. The
reason for this refund is thst starch has to comznete with a range of
cheaper synthetic products which would drive it off the market if

[

[.J.

the pricz werc too hirh. This price advantage -~ accorded for reasons
guite uncennected with brewing - happens to benefii brevers who use
starch. Since starch is in competition with broken rice and maize

groats in the brewing industry, fresh distortions of competition were

produced and there vas a danger of them causing another switch in

production. This led to the adoption of a further regulation making é
a refunc available for maize grcats and broken rice used in brewing.

Malted barley on the other hand enjeys no price advantages. = Its
main, if not its only, outlet is the brewing industry, malt cxtract or
malt coffce being of very minor importance. In countries where .
adguncts are traditionally used price maanipulation has made no change \:B
in the competitive position, sincc the proportion of adjuncts is -
related not to price ratios but to tochaical necessity. Howevcy as

-u-/u--
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some two-thirds of all Community beer is produced in Germeny, there is
now a danger that if the usc of adjuncts were extended to the entire
Community - in other words 1f German brecwers were allowed to use them -~
there would be a considerable reduction in the amount of malted barley.
utilized, given existing Community price regulations for the wvarious
materials used in brewing. If Germany were to change over suddenly to
allowing, say, 20% adjuncts, this would mean a 12% drop in the demand
for malt, with undcsirable repercussions on the malting industry. A1l
these aspects of the problem were taken into account when the Commission
prepared its proposals. ‘

Discussions within the Working Committee of Common Market Brewers,
the tradec organization of the brewing industry in the Six,which has also
done some work on suggested harmonization, produced no results, It
seems that a solution was near in 1967 because at that stage the Horking
Committee asked the Commission to postpone drafting its proposals until
the Committee came up with its own suggestions, which in the event did
not materialize.

Occasional reports in the trede press showed how stubbornly national
v1ewp01nts were defended by the trade organizations.

Fress connents

Once it became known that the Commission had drafted a proposed
Girective, a publ%c outecry at the very idea of harmonization was ralsed
by the Press. The averagce newsovaper reader might be forgiven for
assuming that the Commission wanted to merge the entire brewing industry.
There is of course no question of this.: All the Commission wants is to
introduc2 one law for everyone, for all brewers and for all consumers.

As has been shown above in detail, this would make trade in beer possible
and easier, which is the only way that brewers and consumers can enjoy
the advantages of the Common Market. No attempt will be made, naturally,
to change brewing methods or drinking habits. On the contrary, the

Commission is trying to do everything possible to prevent this happening.

Other Press reports might give the rcader the idea that the German
consuiner was ready to abandon his traditional drinking habits for the
sake of a few pfennigs and that he would have to be protected from ,
himself. There iz very little mention of the well-established fact that
the consumer aprreciates guelity. inother fear constantly volced is

- that Germen breweries will change over with a flourish of trumpets .to

uging adjuncts in their process. This is baséd on a one-sided assessment
cf the facts and the Commission docs not believe that there is any danger
cf this if its proposal is adopled as it stands. : ;

It is remarkable that little or mnothing is said about the”advantages
of the Commission's vnroposal. . The maintenance of purity standards is,
naturally, in no way prohibited and provision is mede for a special label
for beer made fron purce malted barley. The proposal therefore opens up
trode oprortunitics which breweries will certainly be quick to seize upon.
In countrics whero adjuncts are. allowed breweries comp lylng with the purity
standards have already gained sometaing.

soe/ves
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The Commission has taken a firm stand on the question of whether,
in addition to adjuncts, chemical additives should be allowed. It
wants to ensure thot Community beer is and remains a naturszl, wholesonme,
product of good quality. ' '

The basic principles behind harmonization in the matter of beer

In drafting its proposals for a Council directive the Commission
had to decide whrt line the new Community rules should take, while
adhering to the basic principles behind harmonization. In every cese
these principles are that raw mcterials cnd finished products must
move froely, that identiccol conditions of competition apply te all
manufacturers and that all ccnsumers have eqgual access to the product.
With beer additional rules on the drafting cof food legislation must be
borne in mind, the wain purpose of these being to protect against
misleading information. Under this heacding come all the provisions
on composition, manufacturing methods, characteristics, wholesomeness
and labelling. As for the approval of specific raw materials or
additives, a decision must be taken as to whether their use is
technically necessary and without dangexr to consumers' health. These
basic principles ezre formulated as follows in the explanatory memorandum
to the Commission's progposal:

The purpose of the proposal is

(a) To make it possible for tihe Community's dbrewing industry, thanks
to a frce chcoice of brewing materlols under the same coumpetitive
conditions at Common HMarket level, to produce goods which meet
public health rcquirements;

(b) To enable all Community consumers to choose freely between goods
preduced in the Community.

The guiding principle bchind eony harmonizctiocn of food legislation
is the protection of ccnsumers' hecltkh. As Tcr es the use of adjuncts
in brewing is concerned, cven the staunchest advocates of Cermany's
purity standards failed to produce evidence to support the belief that
beer made from pure malted barley is heszlthier, The same may not be
true of beers containing additives but we have already secen that their
use is to be prohibited.

Following an examination of the present situation, and bearing in

mind these basic principles which hold good for any type of harmonization,

the Commission came to the conclusion that Coumunity rules bosed solely
on the utilization of malted barley in brewing would not be consistent
with the principles it had ‘set itself. Nor would such rules be very
realdistic in view of the possible enlargement of the Community to include
countrics like England and Denmark, where the unlimited use of adjuncis
is allowed. :

- At the same time the Commission recognized that the universal use
of adjuncte would not do either, given the existing supprly situation in
the Comnunity. Distortion of the normal ccnditions of competition
through price manipulation would mcan that cost would become the primary

co-/ooo
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censideration in the selecticn of brewing materials, whercas technical
neccssity must be the only consideration if the principles of
harmonization are to be complied with. It would also mean that the
market for malted barley would be considerably changed, severely
affecting the malting industry.

The Commission thercfore believes that Community rulces on beer
must allow the use of adjuncts but only if the rules incorporate threc
further inportant features described below.

1. Harmonlzatlon of conditions of competition with regard to_ procurement

of raw mwterlals

There is no refund to producers for malted barley and, since 1t
would be an expensive business to make one available, tnbre is no
intention of suggesting this.

Instead, conditions of competition will have to be harmonized by
abolishing the refund to producers for maize groats and broken rice used
in brewing.

As for starch usedé in brewing, refunds made available for starch
mcatfacture will have to be recouped from the breweries.

Since breweries in 2ll Member States are subject to constant
administrative supervision these refunds con be recovered without any
difficulty in the form of a levy.

This arrangement will produce true prices for adjuncts which will
be much closer to malted barley prices. The effect of this would be a
balanced utilization of the various raw materials, which would then be
selcected solely on their technical merits and their effect on the quallty
of the becr.

2 Tixing a maximum proportion for the use of adjuncts

- - e T —— __.___._____.____.___-,._,,,_________.___________._,_

Despite the harmonization of the conditions of competition for the
varicus brewing materials, malted barley will still be at a slight
disadvantage, amounting to somc cents of a unit of nccount pcr hectolitre.

_With a view to clamping down on speculation which would-be to
the Gonsumer's disadvantage, and so as to preserve the market which the
breweries now represent for the malting industry, the Commission proposes
thet a ceiling be placed on the amount of adjuncts used, Given present
practice in the Community and the reasons for it, the Commission suggests
that this ceiling be fixed at 30%.

In the Member States (other than Germany) adjuncts represent 21% to
2% of total brewing materials uscd. It must be remembercd here that
beer is also procduced from pure malted barley in all Member States, while
some speclal beers need an eveh higher proportion than this, 1t should
be noted however that in Belgiumywhere there is no ceiling, the maximum

Oy

proportion of adjuncts used in the manufacture of normal beer does not
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exceed BOp, the proportion for everyday beer being somcwhere between
15 and 25,

3. Introduction of protective labelling for beer brewed from pure
malted barley

- o - - o -

Beers made Solely from malied berley must be clearly distinguished
from beers in which adjuncts are used by mcans of a protective labelling
specilfically reserved for them, This labelling. provision, which will
give a marketing advantage to traditional German beer, should compensate
for the additional cost involved in using pure malted barley. For this
reason the Commission believes that its proposal offers the best Community
solution and is convinced that Cerman brewers will not be tempted by a
slight price differential - amounting to a few cents of o unit of account
for becr with an original grevityof 12,5% - to abandon production methods
which are based on a tradition of conturies of brewing and beer-drinking,
particularly since they arce being given an opportunity of advertiging
this tradition.

Other features of the proposal

As for the remaining featurcs of the nroposed Community rules on
production and marketing, the Commission believes that relatively strict
measures must be introduced to ensure that Community beer remains a
naturcl, wholesome product of good quality. In addition, care must ba-
talzen to maintain market trensparency.

In the interests of quslity, the proposal would only approve such
starch- or sugar-containing brewing materials as are being used in the
Community at the present time. Fer the same reason tihe use of additives
is forbidden for all practical purposes. An exception has been made for
2 small number of coases where saccharin will continue to be allowed as a
transitional measure (mainly for beers with o low original gravity) ond
indefinitely for spccial traditional beers provided the use of saccharin
is technically essential (for beers that wouléd be teo zcid witheut the '
addition of o swectener), In these cases sugar cannct be used,since it
would lesd to bottle fermentation. Vihere fermentation is artificially
arrested to keep the alcohol content low =nd the flavour sweet, bottle
fermentation is dangerous and can only be prevented by pastourlzqtlon.
But posteurization gives a completely different flavour, which would
change the character of these traditional beers. The use of saccharin
is technically unavoidable here. ' o

To preserve market transparency beer must be d1v1ded into difforent
categorlos based on its original grovity. ~ Furthermors, bottles and cans
with a capacity of less than one litre must be of a particular size,
enzbling the consumcr to compare prices and get a better idea of the
market.

Harmonization ot Turopean level will nocessarily lead to changes in
consumer expectations, since it is hard to find a common denominator
for the traditions of six countries. - The Commission therefore attaches
the utmost importance to strict labelling provisions to ensure that the
consumer is given the whole story.

coe/ s ee
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2. Summary of the new proposals

The Commission has submitted two inter-related proposals to the
Council, so that when the directive on the harmonizntion of legislation
on beer is approved the relevant provisions of the cereals regulation
can be repealed, since these could have the e¢ffect of distorting
-competition.

A. Pronosal for a Council dircctive on the harmonizetion of Member

v e gr

totes' legislation pertoining to beer

Directives on food legislation are so technical thet it is
difficult to give a comprchensive summary, since every word is important.
All thot can be done here is to pick out the main peints of the proposal
and give a short explanation.

"Beer!" defined

"Becr'! iz an clcoholic drink produced by the fermentation of a
wort made from storch- or sugar-containing raw materials, hons {(inciuding
hop powder and cxtracts), yeast and drinking water.

The Member States themselves will hove to take the necessary steps
to ensure that Ybeer!" is rut on the market only if the »rovisions of
this directive are followed. Cnly ""beer" complying with the provisions
on brewing can be norketed under that name. Beverages which resemble
beer but which do not correspond to the definition of "beer™ given in
this diresctive can only be put on the market if there is no danger of
the consumer being mislead into thinking that they are beer. Presentation
ond advertisging must be arranged accordingly.

Brewing meterials

Apart from maltcd barley cr wheat-malt, only the follcwing starch- or
sugar-containing materials can be used, and then sclely in conjunction
with malted barley or wheat-malt:

(a) Barlecy, wheat, maize ond rice other then malted;
(v) Saccharose, invert sugar, dextrose or glucosc sSyrup.
(121t is sprouted barley; the enzymes produced by the sprouting proccss
noke it possible during the brewing proccss to saccharify: the starchy
ingredients).

The guantity of adjuncts and sugar used must not exceed 30% of the
total raw moterizls used; Yiotal raw moterials uscd! covers all

starch~ and sugar-contoining materials, malt included.

An exception is made for acid, high-fermenting or self-fermenting
beer cnd for so-called Jow-alcohol beer.

ose/boa
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Additives

SO ST eTRRPE e

The uvse of adcditives is fertidden,

Exceptions have been made allowing the addition of not more than
50 milligrems per litre of l-ascorbic acid (Vitamin C) end the addition
of caramel or dark becr for colouring made exclusively from molted
barley wort, hops, yeast and woter or from other starch or sugar
products approved for brewing purposcs. (These are not addaitives
within the meaning of the German definition,)

Traces of sulphur diosxicde - up to 20 milligroms por litre - are
also allowed.

To clarify the wort and the becr only additives with a mechonicel
or absorbing cffcct, proteolytic enzrmes and tonnins car be usced, but
cnly to the extent nescessary for the proceus. Any trocces remaining as
a result of the clarifying process must not be injuricus to health or
affect the orgenoleptic properties of the beer.

The snme applics to any turbidity or sediment which can appeer in
some beers fcllowing the brewing process (bottle f{ermentation in weiss
~beers for instance).

Saccharin

Special derogatory mecsures will b
each dMember 3tzte will be free to dcoid
its own territory.

@ necessary Ior saccharin, though
& whether or not to apply these on

The use of soccharin is not banned throughout the Coumunity at the
present time, The HMember States allowing its use have two good reasoans
for doing so, as we have seen:

(1) Saccharin is used in the manufcocture of inexpensive wesk beer;

(ii) Its use is technically justified in certain traditional beers of
regional imnortance.

The use of sacchorin for ceononlc reasons is not compotible with
the Community rulcs contained in the proposed divective but it cannot be
banncd cveraight. Provision has therefore been made for an appropriate
adjustment period.

There will hove to be special arrangements on the monufacture of
beers which are of regional importance and require the usc of swceteners.
Production of these beers can continue in arcas where they have been
drunk traditionally.

In any event whore saccharin hos been used this foct wmust be
mentioned.

o.-/-o‘
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Cntegories

The gravity of thc beer, expressed in degrees Plato, corresponds
to the German labelling beosed on original gravity. The Commission
suggests that beer be divided into the follewing categories:

Category » Criginal gravity

15,.5% or more

115 to 13.5% inclusive

II 7% to 9.5 inclusive
ITI 1% to 4% inclusive

Containers

From 1 January 1986 beer must be presented in containers with a
capacity of 0.25, 0.33, 0.50, 0,75 or 1 litre.

The usc of metal containcrs holding 0.35 litres will be allowed
as an exceptional measure, -

jo provision is mnde in this directive for containers holding more
than 1 litrec.

Beers containing saccharin may also be presented in 0,40 and 0,80
litre contriners, the saccharin content being indicated in all instances.

Packaging
Beer can only be put up in bottles or other containers which will
not affect its chemical or organoleptic properties (flavour and

wholesomeness).  Under no circumstances may thesc containers contaminate
the beer.

Lgbelligg

The word "beecr'" with an indication of the category to which it

" belongs must appeor on the lower left-hand side of the label in letters

at least & millimetres high.
Cn Ca%cgory III beecrs the words "small beer" nust also -appear.
Beer with a low alcohol content must be clecarly labelled as such,

“herce saccharin has boen uscd, the words "artificially sweetened"
must appear on the label, e

Nominal capacity must be shown either on the container or the
label.

'-./-$-
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Svecial indications

The words "purc malted barlcey’ can only be used for beers made
exclusively from malted barley, hovs, yeast aond water. The indications
"Bock"™ and "Export!! are reserved for Category S and Category I beers.

Internationally approved indications will not be affected by the g
directive and special labelling peculiar to one Member State canm also ,
be rcetained. - ’ ®

The consunmcr

Eny advertiging which is misleading, or c¢clsims properties for a
beer which the beer does not in fact posscss, is forbiddene.

If beer contains ascorbic acid, the use of the words Yrich in
vitaminsg', or any cther description which might mislecd the consumer
into believing that the beer is of therapeutic value,-is forbidden.

Drinks which cannot be regarded as beer within the reaning of
this dircctive may not be labelled 25 beer.

Marketing

If beer complies with the provisions of this airective the Member
States cannot forbid or hinder its merketing for rcasons associated oy
with composition, monufacturing features, packaging or labelling. ﬁh)

i

Exceptions to this general rule apply to:
(i) Beer made with the addition of saccharin;

(ii) Container sizes which can be vsed or introduced up to 1l January
1936;

(iii) Provisions requiring thc language of the country concerncd to be
uscd on the label,

Supcrvision
Sampling and methods of analysis required to test the composition,
original gravity and manufacturing features of beer will be covered by

purely technical provisions to be adopted by the Commission following
consultation with the Standing Committee on Foodstuffs.

bxports

The directive will not apply to beer for export cutside the ¥
Community.

/
s/ 08



- 13 - 16.,204/%X/70-%

Member States will have one year from the date of publication to
hormonize their legislotive provisions, Within three years of
publication the amended provisions must be applied to beers brewed as
from that date.

Be Propos~l for o Councill repgulation amending Regulation No, 120/67/TEC
and nguiqulon No, )5//67/uu0 in respact of the rofund pavable to
oroducers of certain materisls uscd in the brewing indusiry

As has bcen shown, cxisting price advantages enjoyed by brewing
nmaterials based on maize, common whcecat and breken rice must be withdrawn
so that the regional pattern of raw material utilization in the brewing
industry is not changed by the hormonization of legislative provisions
on beer. Once markst prices for malt, starch, guellmchl, maize groats
and mcal and broken rics are.no longer dinfluenced by factors extraneous
to the naturel price formaticn process, brewing matorizls will be chosen
for their specicl characteristics alone.

The Commission therefore proposes thaet, when the hormonization
directive comes into force, the relevant articles of the regulations
referred to,which wmcke refunds available for materials used in the
brewing industry, ve revoked.

The refund pald to producers for maize, common wheat and broken rice

used within the Community to manufczcture storch and ﬂw:jlmehl will be

etained bececuse of the competitive situation for these products.
Refunds cannot be paid,however, if thuse products aore usced in the brewing
industry where they compete with other cereal products. If they arec
used for brewing purposes the refunds paid will have to be recouped - an
operation which should not present any great difficulty,since all
breweries are subject to constant administrative supcrvision.

ace/aas
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IT. COMMON ORGANIZATION OF SEED MARKETS

The Commissiecn has recently submitted te the Council a prepssal for
a regulation en the introduction of a common crganization of seed
narkets.

The proposal covers seeds not yet sul ject to a common market
organization and hybrid maize seed, which was net adequately covered by
the grain regulation.

R 2 e

A feature of the Communitr's seed market today 3s that the produetion
of certain limited varieties can continue only if something is done to
ensure that the grower receives a fair income, If no such sieps are taken
Community production of these varieties may well disavpear. At present
different Member States encourage the production of certain varieties
through subsidies, import quotas or national levy systems., Once the
common organization comes intc force, however, national protective action
along these lines will no longer be possible.

The Community needs to preserve its seed industry. This is a highly
specialized business regresenting a considerable resecarch investaent.
The Community has already produced technical rules limiting trade te
top~grade s=zed, with official controls to guarantee quality. Different
ncan-member countries are unable to offer equivalent guarantees,
Furthermore, some varieties which are jarticularly well suited to S
conditions in the Coutunity are not grown anywhere else.

Unéder the proposed market organization, subsidies will be available
to growers of certified seed of certain sensitive varieties. These
subsildies are intended tc cnsure that the grower receives a falr income
while at the same time discouraging unprofitable production. They will
also promote a measure of specialization within the Community. The
subsidies for each variety and each marketing year will be fixed by the
Council and will be the same throughout the Community.

The total cost of these subsidies is estimated at 5 to 6 million
units of account each year. However,if sced growers were to switch to
grain because vroduction of certain varieties proved unprofitabdble, the
resultant EAGGF exrvenditure would be consid=zrably in cxcess of this
figure.






