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Aids to apgriculture: report and inventory

The Council of Ministers has several times called upon the EEC
Commission to suggest criteria for the establishment of a common
competition policy applicable t6 the production of and trade in
- agricultural ‘products. The Council's programmc of work includes the

following aim: : .

"The Council, acting on a proéposal 6f the Commission, shall
establish the legal basis of a uniform competition policy
applicable to production of snd trade in the products listed
in Annex II to the Treaty of Rome, and shall at the same time
lay down criteria for-the implementatlon of thlu policy.

:The provisions adopted in appllcatlon ‘of these criterla shall
come into force not later than 1 July 1967."

The most important part of competition policy relates to. aids
granted out of national resources by the six Member States; these
come under Articles 92 to 94 of the EEC Treaty. :

The first paragraph of Article 92 of the Treaty runs:

*° ‘UExcept where otherwise provided for in this Treaty, any aid,
granted by a Member State or granted by means of 3tate resources,
in any manner whatsoover, which distorts or threatens to distort
competition by favouring certain enterprlscs or certain productions
‘shall, to the extent to which it adversely affects trade between
,Member States, be deemed to be incompatible with the Common Market."

Paragraphs 2 and 3 of this Article specify the aids that can be
excepted from this fundaméntal provision of the Treaty, cege aids .
to promote the execution of dmportant projects of common European interest,
aids. | to facilitatc the devclopment of certain activities or of
certain economic regions, and’ such other categories of aids as may be
specified by decision of the. Counc11 acting by mcans of a quallfled
maJority vote on a proposal of the- Comm1551on.-‘ : ' K

Article 93 concernu the stepu that must be taken by the*Commlséion,
in co=-operation with the member countries, to combat aids that are
1ncompatiblc with the prov151ons of the Treaty.‘ It ldys doWn"

_ "The Commission shall together with Member Stateu, congtantly
' examine all uysﬁcms of aids existing in-those States, It shall
’propooe to .the latter any appropriate measures ‘required by the
progressive devclopment or by the functlonlng of the Common

_Markct." o . . .

The Treaty 5. prov151ons on competition are of prime 1mportance ‘for
agriculture and partlcularly for the common agricultural policy and the -
ecstablishment of an agricultural common market, In principle these
provisions apply’ equally to induutry‘and to ragriculturey: however,
agreements to domlnate the markot, vhlch are ﬁound in 1ndugtry, are
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unkinown in agriculture,so the rules of competition have to be applied
differently in the agricultural sector. The many types of aid granted
to agriculture are thus different in kind from aids to industry; their
aim is primarily to strengthen and maintain agricultural activity and
competitiveness vis-a-vis other sectors of the cconomy. This fact is
recognized in the EEC Treaty, Article 42 of which rcads:

"The provisions of the Chapter relating to the rules of
competition shall.apply to the production of and trade in
agricultural products only to the extent determined by the
Council within the framework of the provisions and in accordance
with the procedurc laid down in Article 43, paragraphs 2 and 3,
due account being taken of the objectives mentioned in Article

39.

The Council may, in particular, authorize the granting of aids:

(a) For the protection of enterprises handicapped by
structural or natural conditions; and

(v) Within the framework of economic development programmes.”

First steps towards cquality of competition in agriculture

Although the EEC Treaty thus makes an exception for agriculture
where competition policy is concerned, the EEC Council and Commission
were soon obliged to consider the quegtlon of equal competition between

the’ agricuiltural sectors of the six countries.

On 14 January 1962 the Council adopted regulations establishing
the first common agricultural market organizations in the Community;
these concern cerecals, pigmeat, eggs, poultry, fruit and vegetables,
and initial provisions were also laid down for wine., These market
organizations, which came into force in the EEC on 1 August 1962,
embody uniform arrangements governing trade, prices, quality standards,
.etcs.y for all six Member States.

Frovision had to be made to ensure that Member States comply with
the regulations and, above all, do not jeopardize their implementation
by types of intervention which distort competition. This was the object
of Regulation No., 26 of &4 April 1962, on the application of certain rules
of competition to the production of, and trade in, agricultural products.

Regulation No. 26 is based on Articles 42 and 43 of the EEC Treaty.
It should bc regarded as a temporary arrangement to settle problems of
competition connected with the common agricultural policy. The temporary
nature of its provisions is shown in the Preamble, which states:

"It follows from Article 42 of the Treaty that the application
- to the production of, and trade in, agricultural products of

the rules of competition laid down in the Treaty constitutes

one of the elements of the common agricultural policy and the
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provisions set forth hereungder will require to be supplemcntcd
in the light of the dcvclopmept of this pollcy."

‘e

~ In the ELC Treaty the provl ions governing competltlon are '
divided into three sections: :

(2) Articles: 85 to 90, agreemecnts, between enterprises, dcc:.u:_onu
by associations of enterpriseu,,and concerted practlce

(b)  Article 91, dumping;
(c) Articles 92 to 94, State aids.
Regulation No, 26 solved the’ problem that Articles 85 to 90

‘pose for agriculture by specifying that Article 85(1) of the Treaty
shall not applj to any agreementu, decisions or practlces of farmers

. and farmers associations which.impose no obligation to charge a

specific price, do not eliminate compotltlon, or Jeopardlze the
'obgectlves of Article 39 of the ELC Treaty.

. ‘ Articlc 3 of Regulatlon No. 26 lays down that Article 91(1)
of the Treaty, which concerns dumplng, shall apply to trnde in thc
producto-llstcd 1n Annex II of the Treatye

The regulation is, however, incomplete as regards the application
to agrlculture of Articles 92, 93 and 94 of the Treaty, which concern
'Ildu,

Regulatlon No. 26 simply statcs that Article 93(1) and (3) (flrst
sentence) of the Trcaty shall apply to alds grantéd to the productlon
of or trade in agricultural products, This means essentially that the
Member States are only bound fo notify-aids,-but not to adjust their
aid policics. . However, as common market organlzatlons for particular
agrlcultural productu have been. in, cxistence since 1 August 1962, fa
temporary expedient was adopted: most of the regulatlonu establishing
these markets specify that Articles 92, 93 and 94 of the Trcaty are
also applicable, with certain reservationu, to.the products in questione

In all Mcmber utatcu an essentlal featurc of agrmculturc igs” the
granting of subsidies, refunds or other financial aids to support’
. prices or -agricultural markets and enable agriculturc to mcet the
"requirements- of a.modern economy. These aids often constltute one
of the main instruments of the natlonal market uystem.‘ 

-The . regulatians establishing the common market organlzatlons
prcucrlbe that certain of the above-mentioned aids shall be extended
to the whole Community by means of common 1mplpment1ng prov151ons, or
gradually reduced or ellminatcd. In view of thc ecornomic’ position of
. agriculture, -national aids may even in many. C&SCQ be necesswry for
realization of, ‘the compon agrlcultural pollcy.

The provisions of Articles 92 to 94 of the ZEC Treaty arc
sufficient to enable the Communit¥ institutions to take the aims and
methods of the common agricultural policy into account when dealing
with aids to agriculture,
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It can cven be said that, in view of Articles 93 and 94, the
ENC Cowmmission ‘enjoys very extensive powers under the Treaty.
Regulation No, 26 was thus only the first step towards implementation
of the Treaty's provisions on aids within the framework of the common
agricultural policye.

It has been laid down that Articles 92 to 94 should =
gradually become fully applicable to agricultural products as the common
market organizations were established - subacct to the special needs of
the markets concerned,

In adopting the first regulations to implemont the common agricul-
tural policy, the Council thercfore made certain rules of competition
applicable to the production of and trade in agricultural products.

This initial decision was intended, in the first place, to eliminate
rractices that are incompatible with the principles of the Common Market
and jeopardize the objectives of Article 39 of the Treaty and, sccondly,
to create the necessary conditions for subsequent regularization of the
whole matter of competition, in the light of the development of the
common agricultural policy. The provisions of Regulation No. 26 were
quite adequate for this purpose, The Commission was empowered to rcmind
Member States of their undertaking to implement the common agricultural
policy and comply with the provisions governing competition,

The various regulations allowed the Commission, as the initial
investigating body, to examine aids and give numerous rulings on
particular instances in the Member States, It has frequently made
use of its right to call upon Member States to end certain practices
relating to aids,.

Towards a common competition policy for azgriculture

Since early 1962 the EEC Commission has ‘been asscﬁbling“the
clements for the body of rules of competition necessary for completion
of the agricultural policy.

On 10 May 1963 the Commission put before the Council an interim
report on the compilation of a list of aids to agriculture, and followed
it by ancther report on 8‘November 1963,

Thus a beginning was made with the "“inventory of aids" which
has becen compiled and classified by the Comnmission's services from data
supplied by the Member States.

Hitherto the temporary rules in Regulation No. 26 have been
sufficient to ensure that the provisions of Article 39 of the LLC Treaty
were compllod with and that the common market organizations werc implemen—
ted, It is, however, clear that, with the utcady advance of the common
agrlculturql policy, the period of tenporary ‘arrangerients for competition
policy in agriculture is gradually coming to an end.



Accordingly; by 1 July Y967 st the 1atest '~ the ddté envisaged
for establishment of the single. agricultural market - the Council will
have to arrange for the uniform’ upplicatlon to agriculture of the EEC
Trcaty's provisionu on competltion. . . : -

Application of Articles 92 to 94 of the Treaty to the productlon of

and trade in agricultural products

The EHC Commission is now in a position to subhit proposals to
the Council regarding the application to agricultural products of
Articles 92 to 94 of the Treaty of Rome, and regarding .the .establishe
ment of criteria for harmonizing justified aids in respect of these
products, To fulfil this task, the Commission needed to get as
complete a picture as possible of all the aids granted in the Member
Statess The limitation "as complete as possible" alrcéady indicates
that the inventory makes no claim to be exhaustive., For ‘one thlng,
aids of a structural or social nature could not be included (they will
be listed later in a special inventory of indirect measures affecting
income) and, in addition, it was-not the intention to list all aids .
anyway. ‘The-object was rather to assess the ‘extent, nature, purposeﬁ
and- mode of ioperation of -the' aids granted by Btates, and to sce how
~ far they are compatible with “the Treaty. The Commission had to list

these aids in the light of the rcluVant prOV1slons of the Treaty,
and assess them colleétivelys o

.w_Gcnerally:spcaking; the aids‘givgnwin the Member S;dtgs concern:

v

(a) ProdUCtlon and marketlng,

(b).v Investmcnt in agrlculture.

i

The Commistion, cla sified'the aids under these two headings, It
found that there are over 500 examples of aid in the six Member States,
half of which are given for production and marketing and half for
1nvcstment. ‘The Commission had to.assess these: support neasures by the
criteria relating to the rules of competition laid down in the  EEC.
Treaty, in order to see whether they ‘'should be dcemed compatible:or
incompatible with the Common Market, Aids to production and marketing
.concerned 17 categorics of products., Hcre establishment of the common
agricultural narket organlzatlons has already had some effbct, and the
scope for malntalnlng direct a;ds ‘has been considerably reduced; these
are now concentrated to a greatex extent on products for which therc
is as yet no common market orgﬂnlzatlon. In the case of the: other
products, i.e., those for which a common organization of the market .
already exists, the Member States have begun to lay more emphasis on
1nd1rect 1ncent1vcu when grantlng aid. ey T

v
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How the EEC Commission classifies . and assesses aids .

The Commission has put before the Council proposals concerning
the application to cgriculture of the Treaty's provisions on aids
granted by States (Articles 92 to 94). The document in question is
divided into three Chapters:

Chapter I

Application of the Treaty's provisions (Articles 92 to 9l)
in general;

Chagter IT

Principles governing the Commission's work on aids to ‘agriculturc;

Chapter III

The Commission's actual proposals,

Chapters I and II contain definitions, principles and informa-
tion regarding situations that have already arisen as a recult of
the development of the Common Market, Thus the Commission points out
in Chapter I that the Treaty's provisions on State aids are an element
of the common agricultural policy, although they can be waived where
such is necessary to attain the objectives of Article 39.

As a result of measures establishing common organizations of the
markets, common prices and common financing, the agricultural policy °
has now reached a very advanced stage. "By 1 July 1967 over 90% of
farm products will be subject to common market organizations governec
by Articles 92 to 9%. The Commission proposes that these Articles be
made applicable on that date to all agricultural products, including
the few. for which there will stilTl not be a common market organization,
_and that Regulation No. 26 be supplemented accordingly.

In Chapter II the Commission says that the only aids which can
be deemed compatible with the Common Market are those which have been
recognized as a neccssary adjunct to the instruments crecated by the
common agricultural policy., Thesc aids must be appropriate to the
existing economic and agricultural conditions. They must be dynamic,
and musp be directed towards lasting improvements,

The Commission divides aids into three classes, according to the
degree to which they may affect competition:

Class. 1

Aids that can be deemed compatlble with the Common Market
(e.g. for consolidation of holdings, incentives to farmers to relinquish
or take over farms in decline, funds for scientific research, retraining).
If the Council agrees, aids granted for these purposes mey be segregated
forthwith from the list of 500~0dd for examination; they can be regarded
as '"good!,



Class 2 .

. Alds which may dgytort pcmpetltion only 1n the 1ong ternm. and
not in the short or medium termﬂ(e.g.,for water engincering, ‘
land reclamation, draina”e, land clearance, improvement of farm.
equipment, purchase of selected secd and good-quality animals for
bracding)s These aids are also "good", but can affect competition
indirectly. . STy

Clnss 73 T _ Lo

Qther aids, which may distort competition directly and on which
the Commission is not at present in.a position to take a comprehensive
v1dw.‘ These are aids which affect competition-in the short or medium
‘term, ‘as they concern spe cific . products (eoge aids for the construction
of ‘hot-houses &nd of bulldlngs for rearing poultry and pigs), They’
‘als0 include aids which the Commission already regards as incompatible
with the Common Market, e.g., aids for the .transport of agricultural
products from one Member State to another, measures to promote exports,
and ailds for storage given in the form of allowances exceeding the
actual cost of storage. .

Chopter III contains .the Comm1951on's proposals as to the action
the Council should take, ,

The Commission suggests, for éxample, that the Council should:
declarce that the aids in Class 1 may be deemed compatible with the
Common Market. It reserves its right to submit further proposals to
the Coun01l on this matter,

Actlng under’ Artlcle 94 of the Treaty, thc Commission prqroses
procedures for examining projected aids, and suggests that certain
¢lasses of aid be exempted from prior notifications :

In particular, the Council will ‘have to consider three draft
regulationss ‘ ‘

(a) Reﬂﬁlqtion amending Council Regulétion'Né. 26, . ;3

.The rugulatlonu at ,prescnt 1n force are inconnlcte 1n so far
< - as ArthlCu 92 to 94 of the Treaty are not applied wzthout
. _-reservation to all the products listed in Annex IL to thc EEC
Treaty;. in some cascs the regulatlons do not even pelmlt
attalnmeﬁt of the objectives of Article 39.

The regulatlons are also 1ncompletn in that. the Communlty
» '+ _.cannot at preucnt modify," reduce or ellmlnatc any State aids
" . inorder.to protect agriculture from. the ensuing distortions.
Thﬂt will only be: fully poasible when Articles -92 .to. 94 are
‘made apgllcablc without reservation to all. the products
wlisted in Ahnex II __with the inevitable- exceptwons provided
.. for in. the varlouu reguiatlbns cstwblluhlng the market . orguni—
‘zations,. .

- FThié-shégid*bé"ﬁon}[byf?ﬁgﬁding Article b of Regulation No. 26,



Under Article 93(1) of the KEC Treaty, all alds granted for
agricultural products must be subjected to constant éxamination, g0
that they may, whcre necessary, be modified, progressively reduced
or even climinated. oo

If the Community did this simpiy with an eye on competition,
all or most of these aids would have to be terminated,

Many kinds of State aids may, however, contribute to realization
of the common agricultural policy, because this is only being established
by stages and also beocause of the special nature of agriculture and the
differences in structure and natural conditions between the various
. agricultural regions,. Such aids can make farms more competitive and
improve production arrangements and agricultural regions wherever the
free play of competition is not sufficient to create incentives for
the rcorientation, reorganization and adjustments necessitated by the
commén agricultural policye.

Thesc include the aids listed in an Annex to the proposed regula-
tion. Their aims are:

(1) Improvement of production structuﬁes;
(1i) Improvement of the organizational infrastructure;

(i41) Improvement of varicties and strains and of animal and
vegetable production; '

(iv) Promotion of consumption,

Thesc aids should therefore be deemed compatible with the Common
Markete.

The Commission has proposed to the Council that Regulation Nos 26
be supplemented to this effect,

(b) The second draft regulation would exempt aids in Class . from
prior notification and, perhaps in the long term, also thosc in
Class 2., Should the Commission think fit it will, before
1 January 196?, propose to the Member States an upper limit
for Class 2 aids. The Commission will also suggest upper
limits for the aids in Class 3, and common conditions governing
the granting of such aids (duration and nature of recipients);
they will continue to require prior notification. ‘

Under Article 93(3), first sentence, the Commission must be
informed of plans to institute or modify aids "in due time to
enable it to submit its comments"., The Commission must there-
fore be given sufficient information and time to enable it to
issue a firm or provisional ruling before the measures in
question are carried out. The Commission will either have to
institute formal proceedings under Article 93(2), first paragraph,
or clse to waive them, depending on the nature of the ‘case,

(c) In order to clarify matters of procedure and fix appropriate
time-limits and criteria, the Commissiorn has also subnitted a
third proposal, for a Council regulation laying down conditions
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and detanils regarding the application of certain provisions
of Article 93 of the EEC Treaty, in application of Article 94
of the Treatye.

The Commission's proposals are accompanicd by the long inventory
of aids notified by Member States, together with the Commission's
comments on these aids,

Criteria governing the Commission's policy on aids

In working out additional criteria for a policy on aids to
agriculture, the Commission proceeds from the principle that aids nust
only be granted by individual States in cases where they are essential
for attainment of the objectives of the common agricultural policy.
That policy already provides for Community measures by which the
objectives of Article 39 can be realized: the common target prices
are so fixed as to guarantee the agricultural population a fair
standard of living, and particular regions or branches of agriculture
can receive Community aid from the EAGGT under Community development
programmes,

From the point of view of general economic life, aids must
promote ond hasten the adaptation of agriculture to the reguirements
of a modern eccnomy. They should never result in maintenance of the
status guo; rather must they halp to integrate agriculture completely
into the cconomy, and enzble it to play its full part in the attainment
of the Community's objectives as defined in Article 2 of the Treaty.
From the point of view of agriculture itself, these aids must promote
rationclization and efficiency in the production and marketing of
farm produce by increasing labour productivity.

The general criteria that must govern the granting of aid follow
automatically from these basic objectives, Aids must be dynamic in
character; they must stimulate the implementation of programmes in
areas where normel market conditions are not sufficient to ensure
Progrens,owing to the rigidity of the agricultural sectore.





