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:Structure policy: an integral part of the common agricultural
.policy

~Nearly all industrial countries experience difficulties of

. varying complexity when they turn to the  task of fitting agriculture

into the general pattern of the economy in an attempt to egtablish

.a fair relationship between farm incomes and those enjoyed by

workers in other similar indusiries. The only way to solve this

problem is to strike & better balance between manpower resources

and the other factors of production in agriculture (land, capital),
The attainment of this eoonomic objective is crucial to the future
patitern of farming and the development of structure policy.

But economic measures confined to agriculture will not be sufficient
for the purpose.

The thoroughgoing and rapid changes of an economic nature which
are required in agriculture are, and will continue to be, a source
of friction, both on the social and human plane,

There were problems of this nature in all the individual
Community countriea, but they have become much more acute since the
Common Market was set up. ,
(a) As.a result.of the integration of the Member States! economies

1nto a.single market, the economy as a whole is expanding more

vigorously, and this tends to widen the gap in incomegper worker
between the.agricultural and other sectors; this is why

greater efforts are required if agrlculture is to find.its proper

place in this single mark:t.

(b) The establishment of a conmon.market in farm products implies,
among otheér things, the developmerit' of uniform prodedures for
setting up & common organization of agricultural markets
and fixing common price levela fdér the chisf farm products.
The approximation of prices hag an imwmediate impact on the

.. organigzation. of farms, .the pattorn of.crops and the effective-
ness of land tenure systems. Hitherto, these matters were
affected only by national. agricultural policy, whereas the
,guldlng faotor now mus{ be the common agrlcultural policy and

the requirements it .imposes; as was recently illustrated by
the .decision to 1ntroduoe common cereal.prices on 1 July 1967,

-(e) Furthermore, the Community must - partioularly through its

.agricultural policy - honour its commitments.towards non-member
. countries and .play an active role on world markets. If these
obgectlves are to be achleved, it is essential to make
Community farmers more competitive by 1mprov1ng agrlcultural
,,-__struoturea.~ Ce e ) :

. In addltlon then to market prlce and trade policy, the
common agricultural policy must embrdce the  structural and
gsocial aspects of farming. As regards agricultural structures

cerfons

*it .ig-essential for the Community to:
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(1) strike a balance between decisions on the integration of
agricultural markets and those on structural development;

(ii) draw up a policy on structures calculated to strengthen
the position of agriculture in a fully expanding economy.,

Article 39(2 a) of the Treaty of Rome stipulates that in
working out the common agricultural policy, due account shall be
taken of the special nature of agricultural activities arising from
the social structure of agriculture and from structural and natural
digparities between the various agricultural regions,

The objectives laid down in Article 39(1) of the Treaty for
the common agricultural policy apply equally tn structure policy,
These are:

(i) to increase agricultural productivity by ensuring
optimum utilization of the factors of produotion;

(1) to increase thereby the individual earnings of persons
engaged in agriculture and thus assure them of a fair
standard of living.

In order to attain those objectives with all due speed,
while pursuing the task of integrating agriculture into the economy
as a whole, the Community began at a very early stage to set up
machinery for regulating markets and prices; this made it necessary
to take parallel decisions in favour of an active policy of
structural adaptation,

The background to structure policy decisions since 1958

(2) The Stresa Conference

The Stresa Conference, held in 1958, lalid down a number of
basic rules for implementing the common agricultural-policy:

(1) The policy of adapting agricultural structures must be
closely dovetailed with market policy with the ultimate
aim of achieving balance between production and sales
outlets, due regard being had to export and import ftrends.

(i1) Structural improvement must be designed to ensure that
the return on capital and labour employed in agriculture
compares with what they could earn in other sectors of
the economy.

(1i1) Family farms ere an important feature of European
agriculture and must be maintained; every effort should
be made to increase their economic capacity .and
competitiveness,

non/ot'
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" (Lv) Agricultural workers must be retrained and greater efforts
rade t6 industrialize predominantly agriocultural areas
asg & means towdrde the gradual solution of the problems of
unprofltable family farms.

(¥) The Commission's pregpsals of 30 June 1960

These proposals map out the general course which the Com-
mission feels must be followed in promoting and adapting agriculiu.
ture so that it can enjoy its share of economic growth,

The conclu31ons of the Stresa Conferenoe reappear in the
proposals in the formoof the following principles:

(i) Structure policy must be designed to remove the causes
- rather than to combat the effects of low farm incomes;
these causes are closely bound up with the present imbalance
between the number of. farmworkers and potential production
and income, : s

(i1) The aim of this policy should be to reorganize the bases
of ‘production and.to achieve the best possible combination
of the.factars of production on all farms.which can

~. reasonably be expected to show a profit.

(iii) The policy should therefore be concerned with farmso
employing hired labour as well as with family farms,
Por the purposes of the common agricultural policy, the
Commission has defined.the family farm astone capable of
providing full-time.employment for at least one or two
workers - a number which, with some variation from one
generation to another,. the average family can be expected
to provide - .and of ensuring, with rational management,
that wages per worker compare with those of similar
-workers in. other industries.. .

'(iv) Particularly in areas suffering from underemployment, the
"l prooess "of integration depends on what opportunltles there
" are of creatlng ‘new JObs out91de agriculture. It is

Hot possible, “hHowever) ' to move part of the agrlcultural
working population away from the land simply through

¢+ "industrialization and retraining. What is required i1s a
full-scale reorgani zdation of the technical and sooio-
'eronomic 1nfrastruoture of rural areas.' ’

While it realizes that the Membcr States themselves are
regponsible for taking measures to improve agricultural structures,
the Communi ty must- provide an active .lead through its:structure

"'polidy. This is why the Commission hasg suggésteéed thit the
Community should seek'first and foremost. to:. .

(1). co-ordinate the .agriocultural étbuctuﬁempbiioiea~6f the
Member States;
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(i1) ocontribute to schemes for improving farm structures whenever
such schemes further the aims of the common agricultural
policy.

The Community's intention to act along these lines was again

stressed in its Action Programme of 24 October 1962 for the
second stage of the Common Market,

(6) Council decisions

The proposals submitted by the Commission to the Council
also state that progress towards the integration of agricultural
narkets is to keep in step with progress in the field of
agricultural structures:

(1) The regulations of 14 January 1962 concerning the oommon
organization of certain agricultural markets were-
followed later in the year (4 Docember ) by a first deciaion
relating to the co-~ordination of Member States' agricultural
airucture policies,

(i1) At the time when the regulations concerning the common
organization of other agricultural markets and the finanoing
of the common agricultural policy were approved, it was
elso decided that structural improvement schemes would be
financed by the Guidance Section of the European Agricultural
Guidance ane Guarantee Fund,

(111) Along with ite proposals for common cereal prices, the
Comminsion submitted a project for Community plans to raise
the atandard of living of the agricultural population,

This was detached from the cereal-price proposals, however,
and will be submitted again at a later date; it makes
provision for Community intervention, chiefly in the form
of measures of a structural and social character.

(d) The decision on cereal prices takes into account the possible
effects of those prices on farm mtructures as the basis of farm
incomes and the need to improve agricultural structures,

The Community is to pay componsation to Germany, Italy and
Inxembourg, and the Council has requested the Commission to make
allowance, in its financial arrangements and proposals for
Community programmes, for the unfavourable position of Italy and
Luxombourg as regards farm structures,

111, What the Commission has done in the field of structure policy

In pursuance of the Council's decisions, the Cammission has
put into effect a number of measures to co-ordinato national
structure policies and for the financing of improvement schemes.
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A, Cc—ordination of national structure policlos

, . The Councll decision of 4 December 1962 gpecifies the methods
to be used, tho approach to be adopted and the institutions to be
consulted 1n the process of co—ordlnatlng natlonal structuro
90110165. '

S e . s

The following methods are open to the_Coﬁhission8;

.»(1) The exchange of information between the Member States and the
Commission on' national agrlcultural structure policies, Thanks
to this procedure, a number of ossent1a1 concepts have already
"been defined and the following p01nts, put forward by the
Comm1ssion, approved unanimouqu.

(a) Tho contral concopt of structure can be expressed in the
_ relatlonship betwoen the stirength of the active
agricultural population and the bases of agricultural
1ncome (land, oapltal)r

f(b) This concept covers practically all the factors of
' production’ or any combination of them; it also extends
‘j to marketing facilities as woll as farm sorvices (crodlt,
”adv1sory serv1oes, otc.) The regulation on the granting
of aid by the Duropcan Agricultural Guidance and Guaranteo
Fund amplifics this concept, laying dowm the following
objoctives:

(1) 1mprovement of the conditions of productlon in
agriculturo,

(11) orientation of agricultural production;
"Ciii)'_impfobement of'tﬁéAmarkétiné of égricﬁltural products,

(c) The 1mprovement of agricultural structures must modify
the relationship between the numbor and 8kills of the
working population and the conditions of production;
these last must be adapted ~ given tho need for balanced
agricultural markots - by lowering productlon costs and
raising labour productivity.

(d) Tho improvement of agricultural structures largely depends
on vhether, through property transfers, forms which are
too small can be increased in size, a question which is
closoly linked with the transfer of part of the active
agrlcultural populatlon to other scctors of the cconomy
whero product1V1ty is hlphor.

(e) Sound agricultural qtructuros w111 Yo . achievoﬁ when farm

cealves
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incomes are on a par with those earned in gimilar industries,
This is the only way to look at the problem of family

farms, but it must not lead to discrimination against

other types of farm,

(2) Compulsory notification by Member States of all draft legis—

(3)

lation, regulations and administrative rules on agricultural
structure and of projects for long-~term plans and regional
programmes, The Commission is freo to express its opinion on
such mattors and is obliged to do so when requested by a Member
State, - Moreover, under the terms of the Treaty, particularly
those of Article 155, thoe Commission can issue recommendations
on existing legislation, regulations and administrative rules,
The Commission is thus in a position to influence national
agricultural structure policies and encourage their adaptation
and co-ordination within the framework of the common agricultural
policy. For instance, tho Commission has already rendored
opinions and made recommendations on the establishient of a
Development and Rationalization Fund in the Netherlands, a
Luxembourg law of 25 May 1964 conceruing the consolidation of
rural property, an Italian bill providing for reorganization

of the structure of holdings and promotion of owner-occupancy.
Furthermore, in accordance with Articles 92-94 of the Treaty,
the Commission is empowered to examine farm aid measures from
the viewpoint of free competition within a true common market.
In accomplishing those various tasks, the Commisasion carries
out its function of shaping agricultural structure policy,

An annual report on structures, complete with:

(a) a tabdle illustrating the situation as regards agricultural
structures and the structure policies of the Member States,
together with a list of the measures taken under those
policiess

(v) & survey of thoae measuros - rolating to type, goograr
phical distribution, scope snd finanoing, with commenta:
on their effectiveness in tormm of the objoectives of the

ocomnon agricultural policy and the long-torm market prospects
for farm products;

(c) a statomont on the co-ordination of structure policies at
Community level, indicating:

(i) what action has bcon takon;
(ii) whethor Community funds have been providéd;

(iii) vhat results have boon achieved.

These annual reports, the first of which is in the course of

proparation, will noto what deficioncies exist, vhat efforts are
being made to overcome them and what difficulties have been encountered;

q-./ova
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they will also provide background material on which to baso proposals
for Council measures for the co-ordination of the structure policies
of the Member States, = Theo annual report is therefore an instrument
of unquestionable political valuo for the integration of structure
policy into the common agricultural policy.

Tho decision of 4 Docembor 1962 charts the course to be followod
in co-ordinating structure policies: +the objectiveo is to find an
effective mystem in which allowance is made for tho need for balanced
agricultural markets and rogional development,

The social aspects and effects of the adaptation of agricultural
structures should also be taken into account, For instance, old
-porsons .operating farms which do not show a profit should be given
adequate componsation when they cocase their activities, and all
possible facilities should be provided for young farmworkers who
wish to take up other omployment.

Viewed as a wholo, then, co-ordination is designed to holp
raise the economic and social status of agriculture to a level
comparable with that of ‘other sectors of production,

T§e~1§s£1§u31gn§1_f£agogo§k

Ir co—ordlnation in the field of structure policy is to be
effective, due regard must obv1ously bo had to opportunities and
requirements in othor fields’ and close co-operation maintained with
the bodies concorned ~ in this case, the Governments of the Member
States and trade associations .

The decision of 4 Docember 1962 sot up a Standing Committee on
Agricultural Structure, ‘chaired by a Commission representative and
composged of government officials responsible for agricultural structure
policy in the Mombor States,

The task of this Committoe im to:
~(i)A arranga for the oxchange of informationj
(11) discuss tho basio principies of national structuro policiesn

and lay dovm guidelines for the futuroes;

(iii) holp propare some sections of,tﬁé'annual repprt on structure,

Murthermoro,’ the Committee is: consulted vhenever the Commission
renders opinions on draft legislation, regulations and adminiatrative
rules or on 1onp~term plans and reglonal programmes.

. The regulation on the granting of aid by the Duropean

. Agricultural Guidance and Guarantoo Fund. stipulates that the Committee
shall also be réquired to render an oplnion on the oporation of the
Cuidance Section of the Fund, S

ves/ves




This will create an identity of purpose between the co-ordination
of national siructure policies and Community schemes for structural
improvement; each Member State will have to give consideration to
the structure policy of other lember Statos before adopting a position
on Commisgion proposals for the granting of aid,

On 29 July 1964, the Commission set up an Advisory Committee

to deal with probloms of structure policy; its task is to represcent
the views of the trade associations.

Financing of structural improvement schemes
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(see Nowsletters No. 25/64 and No. 32/65)
The operations of the Guidance Section concernt

(1) the adeptation and improvement of the conditions of production in
agriculture and the adaptation and orientation of agricultural
productions .

(2) +he adaptation and improvement of marketing and the development
of outlets for farm products coming under the common
organization of markets,

The first of these implies the affective co-ordination of the
factors of production in agriculture to permit their optimum
employment within the oeconomy as a whole and the quantitative
adaptation of production to outlets; +this may cover both conversion
of cortain sectors of production =~ including afforestation - and
quality improvement,

The second implics the improvement of distribution channels and
Community action to increase consumption of certain products and
provide fuller information on the factors which go to determine
market prices, The sphere of operation of this Section of the Fund
thoerefore reaches far beyond the ° domaint . of agricultiural production
and fits the concept of structure to modorn conditions.

The Fund provides aid in the form of capital subsidies, paid
out either in & lump sum or in instalments. Subsidies granted for
a given scheme must not oxceed 25% of the total investment, of which
the beneficiary must provide at least 30%, The Memboer State on whoso
territory the scheme is to Ye carried out must also help to finance
it, but this provision may bo waived until 1966 if it conflicts with
national legislation in force in Fobruary 1964,

The Tund may contribute to publiec, semi-public or private sohemes

desismed to improve agricultural structure provided that thoy comply
with the following general requirementst

veefeoe




(1) +they must be intended to effect an adaptation or orientation
of agriculture nocessitated by the implemontation of the
common agricultural policy or designed to meet the roquire-
ments of that policy;

(14) they must provide adequate assurances that thoir cconomic
effects will be lasting;

(1ii) +they must form part of a Community programme.

Schemes of the first kind (i.,e, those concerning agricultural
production) must also meet the following special requirements:

(1) their aim must be to make or keep farms economically viable
and to cnhance their competitive capacity;

(ii) they must make adequate provision for advisory services and
vocational training;

(iii) they must holp to raise the social and economic situatioﬁ‘of
workers in agriculture,

To be eligible for grants from the Fund, schemes must be approved
by the Member State on whose territory they are to be carriod out.

Priority will be given to achomes which are part of a set of
measures designed to promote the harmonious dovelopment of the overall
economy of a given rogion,

If the resources of the Fund are not sufficient to provide aid
for all of the schemes which meet the foregoing conditions, a selection
will be made in such & way as to onsurc that the Fund's contributions
are spread evenly and harmoniously over the eontire territory of the
Community,

The regulation on the EAGGF came into foree in Fobruary 1964,
The first batch of applications for grants under the Guidance Section
Tin reapect of the 1964 budgot (9 million units of account) were submitted
on 1 July 1964, The schemes involved numborod 250, representing a total
investment of 153 million units of account, of which 38 million u.a.
wore requosted from tho Fund,

A sccond bateh in respect of the 1965 budget (17 million u.a.)
was submitted on 1 October. These relate to 277 schemes, representing
a total investment of 239 million u,a., of which 51 milliomitu.a. have
boen requosted from the Iund, The Commission must take a decision
on both sets of applications by December 1965,

caelaes
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. From 1966 onwards, schemes for the improvement of agricultural
structures will not be eligible for grants from the DAGGF (Guidance
Section) unless they form part of a Community sgricultural guidance
programms, Such programmes will be approved by the Council on a
proposal from the Commission, They must state the objective to be
attained, the type of measures involved, the areas on which they
are to be concentrated togother with the total financial outlay
and the cstimated time required for completion,

Thoso programmes should also take into account previous Council
measures to co-ordinate agricultural structure policies,

This is furthor proof that the Council intends to establish a
close link between financial assistance and co-ordination in order to
arrive at an effoctive and coherent Community policy on agricultural
structure,
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