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PEOCRESL PEPORT CN £UD PROSPECTS FOR ACTION TAKEN BY WAGCKF TO FNCOURAGE

r—

TAVCIMENT IV 0G0 FROCTEEING CONCEING T

Texn yerrs ayo, the Caminunity laid the foundations for a common
agricul tural policy; in 1904 it provided the finance for this policy. 1In
doing: o, it wae conscious of the fact that it was not enourh to rationalize
arricultural preoduction in order to improve ine lot of farmers, but that
specia interest stioull be devoted to the probvlems of marketing this
produciion.  Amonge these problems, the obtaining of higher prices for
agriciltural products occupied a key position, firstly, vocause this is o
vecy delicate and complex matter and, secondly, because such action is tihe
ke; etone of any improvement in farm income.

In addation, the interests of consumers should not be ignored. At
the oreascnt time, all those responsible for national and Furonean economies
azre consclous of the cluse connection which exists hetveen produciion and
concunpticn; and the Council of Ministers took account of this vhen fixing
thae priuciplos of the common apricultural policy.

The Council tlms confirmed the reciprocal influence of the market and
the siructurcs on this common agricultural policy and ccpecially on the
formation of agricultural income. It siressed, among other matters, that
producers ance consumers alilke could profit from increaced rationalization
at the rroduction, procescings and marketing stages of agricultural products.
Julicions investment 1o therefore necessary in order to encourage the
development and competitivicty of theese snctors of the economy so as 1o
otitein higher prices for asricultural products as raw naterials for the
cgricultaral znd fool industries.

The argricultural and food industry, it must be stressed, has before
it three ceaditions which do not make its labcurs any eaeicr. This industry
must:

make the necesrsary efforts for modernization ~nd restructuration
in all countries of the Community but in varying degrees;

I'est establiched on the basis of a statement made in Paris on
Hn April 1972 by Dr Hendrikuo Z1ijlmans, Director of FAGGF,
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ensurc reasonable prices for the consumer (which in any event the
pressure of competition will prevent from rising too far);

ensure 1 fair income for the farm producer, if there are not to be
difficulties and irregularities in the way of suapply.

Consequently there is little room for manoceuvring..

This is why, in almost all Member States, the public authorities
have taken specific financiil action and have also envisaged granting
financial aid from Community resources to concerns which fulfil certain
conditions,

1. Aims and results of FAGGP action during 1ihe past five years

Community aid for the improvement of agricultural structures takes
the form ¢f financing for pro?ects and joint action within the framework
of two Community regulations.

These regulations provide for the financing of the common agricultural
policy and are divided into two scctions: Guarantee and Guidance.

The Guarantee Section is recponsible for financing restitutions for
export towards third countries and action on the farm products markets
Trese expenditures represent the largest part of the Community's budget
and account tor some 2 500 million units of account ver annum.

The Guidance Section is concerned with financing improvements to
agricuiltural structures in the widest sense of the term.

Pegulations concerning the financing of the common agricultural
policy provide for joint action, that is to say regulations or directives
for specific action in the field of improving production structures and
raiging the prices of farm products.

—— — e =+ ——

Repdation No. 17/6A/EEC concerning conditions of EAGGF aid and
Rogrlation No. 729/70/FEC concerning the financing of the CAP.

)
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As regards joint action, the Council of Ministers recenlly adopted
three directivos concerning:

the modernizaticn of farms,

encowraging the abondonment of agricultural activities, and
social znd economic information and professional training for
farmors,

The Council is also studying, among cther things, proposed regulations
for:

producers!' associations,

creating non-agriculwural jobs in priority apricultural areas,
reconversion action in the cod fishing industry, and
encouragement for beef production.

So long as this joint action does not absorb the 285 million u.a. per
onnun available to h» Guidance Section, Fegnlation No. 17/64/BEC remains
in ferce. In the present state of affairs and according to the latest
calculations it can be assumed that it will remain in force for several
yeuars morc.

This regalation provides for Community 2id in the form of a capital
subcidy up to 2 maximum of 277 for investments considered as eligible. 1In
eyceptional cases the Commurniiv can even participate for up to 497 of the
finunce required by the investment.

FNaturally, the projects to be aided must meet certain criteria, for
example, the need to offer a sufficient guarantee with respect to lasting
economic effects on the improvement of thc apricultural structure concerned.
Thie means that action taken by the Guidance Section of FAGGE dnes not aim
nt improving the structures of agricultural and food industries as such but
in as much a& they are instruments for improving the marketing of
agricul tural products. It must also be borne that action taken by tlhie Fund
must not affect the terms of competition in a way that is incompatible with
the principles laid down in the Treaty in this respect.



-1 - X/286 /72-E

Bearing this provision in mind, the Commission will certainly decide
that for projects introduced after 1 January, 1972, sugar refineries, for
example, should no longer benefit by assistance from EAGGF and this is also
the case for investments in the production of fruit, vegetables, ornamental
plants and beetroot. Total aid from public funds, including those of the
Community, will be limited as regards installations for processing or
marketing fruit, vegetables and ornamental plants.

Descriptions of investment projects, together with requests for aid,
must be forwarded to Member States who may transfer them to the Commission
which decides on their eligibility after consultation with the various
committees.

The Commission has always attempted to avoid unwieldy bureaucracy and
has tried to make its intervention as effective as possible.

However, the formalities decided upon by the Council cannot be avoided
and this has given rise in the past to difficulties of application. For
example, the date on which work is to begin has become a more important
element than was foreseen in the first place. EAGGF cannot finance projects
on which work has begun before the request for aid, accompanied by the
project description, has reached thc Commission.

Another problem concerns financial participation in the proiect by
the Member State on whose territory the project is to be carried out. In
this connection two difficulties have arisen:

Member States are usually reluctant to participate in the financing
of a project introduced by an organization whose headquarters is in
a foreign country; however, there are signs that this problem has
ceased to exist;

the Member States' participation must not be symbolical but real.
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5o far, the Community has only becn able to finance projects whose
aim was:

the improvement of production conditions in agriculture and
guidance for that production,

the improvement of agricultural product marketing, i.e.:

improved storage and preservation,
increc:.sed prices for agricul tural products,
improved marketing.

With regard to the rationalization of production, processing and
marketing, the action taken by the Guidance Section has borne fruit.

Between 1964 and 1970 the Fund spent 509 millicn u.a. for the
improvement of agricultural structures. OCf this sum 292 million u.a.
went to the improvement of production structures, 92 million u.a.

for improvemenis in the processing of agricultural products and

100 nillion u.a. for the improvement of the marketing of these

procucts. 2% million u.&. was spent on joint production/marketing
projects.

Nearly 407 of the Guidance Section funds were ‘hus devoted during
this period to fonod industries in the six Member States of the
Community. This proportion varies cocnsiderably from country to

country:
Percentage of GQuidance Section Funds
devoted to food industries between
1964 and 1670
Germuny t 16%
Belgium * 5g7
France Y
Ttaly oo
Lurempourg t 707
+

Netherlands 427,
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In the case of France it should be noted, however, that for the past
two years the amount of finance provided by the Commission for food industry
projects introduced by the Government has increased considerably To a
lesser extent this is also true for Germany.

So far large subsidies have been forthcoming for the following
categories of projects:

million u.a.

Production structures 292
i.e.:
land reform 75
hydraulic and irrigation works 79
reforestation 8
miscellaneous 130
Marketing structures 192
i.e.:
cereals 6
dairy produce 73
meat 24
fruit and vegstables 45
wine 19
miscellaneous 25
JointAggodugzign/marketingAstructures 25

After looking at these figures we may ask what advantages these
measurcs have had for the farmer and what has been the impact on the economy
as a whole?

As regards the first point, a distinction must be drawn between direct
and indirect advantages.

For the farmer, the direct advantage lies in lower equipment expenses
when he invests individually or as a member of an association and in both
cages benefits by assistance from the Fund; this assistance represented
somz 6C7 of the total expenditure of the Guidance Scction.
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The indirect advantage, especially the development of outlets for
farm products, is far more important but very difficult, or even impossible,
to put into figures, However, some illustrations may be provided:

If, beforec the Fund intervened, a certain area had a seasonable
surplus of production with, a8 aconsequence, abnormal falls in prices, the
setting up of a cannery in such an area stabilizes the price curve. In
addition, in the case of fruits and vegetables, it does away with or restricts
the practice of destroying products. In this way a grant of 150 000 u.a,
by WAGGF has encouraged a private businessman to set up a deep freezing
factory in a certain area; careful calculations have shown that less than
a year after this factory began production, the rise in average market prices
and the absence of any destructinn of products had already enabled the
market gardeners concerred to save 400 000 u.a.

Another example is that of the aid given to a concern for investment
in new production lines. Had the subsidy not been forthcoming, the
investment would not have been made as it would have been beyond the owner's
ability.

However, thanks to assistance from the Fund, the investment was mide
and not only has the owner been able to increase his turnover and the assets
of his bueiness but local farmers have found an additional sourcc of income
from products which were previously of little value.

The exverience gained so far enables certain conclusions to be drawn:

the assistance given by the Fund for ths improvement of processing
anc marketing siructures for agricultural products has been of

great importance for agriculture, even where it has not gone directly
to individual farmers or to farmers' associations. Trperience has
shown that such investmerits contribute to a considerable improvement
in the value of agricultural products and of farm and market garden
incomes and, consequently, to an improvement of the national economy.
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in the processing and marketing sector the assistance of the Fund
has had more direct and evident effects on the improvement of farm
incomes than in the production sector. In the latter, the effcct
of investment financed by TAGGF has generally only been felt after
some time and the increases of income which result are usually
loewer. On the other hand, in the processing and marketing sector
greater profitability, due to the investments, can be seen after a
short time and help to increase the profit margin and the outlets
available to the producer.

It seems that this is one of the essential aspects of food
industries for the farm population. Whether these industries are
in the hands of farmerse themselves or not is a matter of small
importance. What is essential is economic cooperation between
production, processing and marketing which leads to the greatest
possible use being made of raw materials in the shape of
agricultural produce.

It has always been the Commission's policy to allow itself to be
guided when choosing the projecte which the Community helps to finance in
the marketing or processing sector by criteria based on added value for
products and to encourage this added value by every means at its disposal.
A choice is made from among the proiects presented by each of the Member
States on the basis of objective criteria connected with the common
agricultural policy and also bearing in mind the needs of each sector.
Naturally, account is taken of the value of each project from the point of
view of regional development.

The Commission's possibilities are limited because it must choose
from among projects which have already obtained the approval of the national
authorities. Here again, however, cooperation between national and Commnity
services has been excellent and exchanges of ideas and information have
enabled the best use to be made of the means availahle.
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BAGGE prospects and guidance for the food industry in the near future

In the context of the new financial system for the common
agricultural policy, the Commission has not yet submitted proposals to
the Council of Ministers concerwins the financing of processing
indusiries for agricultural producils. This is because, in the casc of
asgonciations of producers, the ectiblishment and operation of which are
to be cncouraged in accordance wiih the Council's Resclution of
25 May 1971, Community financing ceases when the produots leave the
farm, thus excluding processing and marketing activities.

The Guidance Section of FACCGF has at its disposal 285 million u.a.
per annum. These funds must be used in the first place to finance joint
action. However, thc sum may be revised when the Comrunity is enlarged.

The authorites in the various Member Statee and the Commission have
shown thcir concern with the marketing and processing of agricultural
products, both in order to give adequate assistance for increased prices
for agricultural products and to help to create jobs in rural areas.

The Council of Ministers invited the Commission on 25 May 1971,
"to continue to study the problems which arisc concerning marketing and
processing in order to reach the objectives of the Treaty of Rome in
this field" (Article 139).

Moreover, in its sessions of March last, the Council decided that
before 1 October 1972, there should be:

common action concerning aseociations of produvcers and unions
of these associations as mentioned in Council Resolution of
25 Mey 1971, concerning new guidelines: for the common
agricul tural policy;
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at the instigation of the Commission, common action in the fields
of the marketing and processing of agricultural products. This
common action would be particularly concerned with long-term
contracte between purchasers of agricultural products and
associations of producers, the improvement of certain processing
activities, the development of marketing and processing and the
improvement of the position on agricultural markets,

The Commission's services are at present studying these problems and
negotiations will shortly take place. Solutions will be found if
governments continue to show the same interest as they have done hitherto
in continuity of intervention by the Guidance Section of EAGGF.

It has already been said that the Commission has submitted to the
Council a draft regulation for the granting of assistance to concerns in
order to create non-agricultural jobs in priority agricultural areas. This
aid is granted by the (uidance Section of EAGGF. It consists in a capital
subsidy granted to industrial, artisanal and service enterprises. This aid
is equal to 1 500 u.a. for each new job created and filled by a person who
has ceased agricultural activities or by the direct descendants of such
persons. The Commission has proposed a procedure which is almost analogous
to the procedures laid down in Regulation No. 17/64/EEC. This deals with
the financing of individual projects within the framework of common action
and this regulation already existed in 1964! The procedure is very interesting
Tfor investment projects of a certain size and the financial regulations
concerning common action make it perfectly applicable.

In order to benefit from FAGCF assistance the projects covered by
the regulation must fulfil a certain number of conditions, i.e.:

be situated in a priority agricultural area (a list of which will
shortly be drawn up according to a Community procedure);
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form part of a development operation (which means a series of
coordinated investments):

offer sufficient puarantees rcgarding the lasting economic effects
of the action undertaken;

ensure an income and working conditions comparable to those
enjoyed by workers in non-asricultural activities of the same
kind situated in the same region.

In ordcer to benefit from this 2id each project must lead to the
creation of at least 20 non-ugricultural jobs.

The crndits available for this action consist of 250 million u.a.
epread over five years. Agricultural and food indusiries arc in a good
position to bencfit from this assistance, for it has been laid dowa that
piojects whose nim is to obt~in cquipment for the marketing and proressing
of arricultural products chall benefit frem the Fund and receive pricrity
over other projccts. -

In this connection, the Couwicil will take decisions before 1 October.
It i3 to bc hop~d that the adoption of this Ari.ft regsvlation will not lead
to any great difficulties.

European institutions are actively seeking the best methods of
encouraging the devclopment of the food industry. Experience has shown
that action in this ficld is profitable for the farm-r, the consurer, the
common agricultural policy, and conscau 1tly for the economy as a whole,
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CPEDIT EXTFNDED TC AGFICULTURAL AND FCOD INDUSTPIES ‘196/-197C°.
e m e TR e R R m e e - i
) ~ Pruit and - Flour- Breving Sugar . R
¥ilk Meat Vegetables ¥ine milling Cider- refining Cil Other Totals '
making i
) !
¥ 25 389 316 | 2 043 129 | 1 270 €69 | 3 626 681 - - - - 61 562 |32 411 357
(96) (10" r8) (17) (1) (122) |
m 12 B65 2490 86 997 A75 A18 - - - - - 1122 320 |14 550 22:W
fs2) 1) f5) (2) (s0)
i
(
€ 13 871 823 853 | 2 822 289 |1 247 €32 - - - - - 11 417 046!
21 (3) (4) (12) (46) !
2 8385 986 229 470 | 4 647 366 [10 857 919 [1 403 405 137 582 780 000 3 110 238 | 2 410 539 | 26 462 505
(25) (2 (15) (80) (2) (1) (2) (25) (11) (183)
curg 800 000 500 000 - - - - - - - 1 3C0 000
(1) (1) (2)
lands 3 962 739 - 116 229 - 82 873 - - - 1 223 000 { 5 3924 841
(29) 1) (1) (=) (36)
1
5 52 417 402 | 3 683 449 | 9 341 971 |15 751 633 |1 486 278 137 582 780 000 3 110 238 | 4 827 421 |91 535 974
(230) (17) (33) (109) (3) (1) (2) (45) (19) (£359)

its of acccunt,

:e in brackets refer to the number of projects
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CEEDIT EYTHNLED TC FCOD INDUSTRIBS AND FCE LM LOVID FATKETING
OF AGPICULTUNAL PRODUCTS (1964-1370)

(in millicne of u.a.)

— e o[ g e g e S e L e e
Jemter Cereals | Dairy Meat ~Fruit Wine Cther : Totals
Ciantes ) rroducts and T T m e rmem s emT T rnmTem s o m—s
. vege- er VCEI‘
: takrlice il by Rt il il Rl A e Siindaiubliak Auknatdntendaly afntebabiihstdty nale
1 'ﬂ : £2 - f& 66 | 57 €9 .| €9 70 1964/
' S SN I DISUUESIER SV | DROUPIPIDN N FUPONIRIRRN SN SRS NP
Voermany |- c.2 £1.3 8.7 8.2 4.8 3.4 1.8 2.0 6.C a.2 | 12,7 | 15.0 | 24.7 66 .1
, - 05) (110} (24) (65) (2C) an (6) (12) (32) (22) {52) (63) (75) l262
{ i . — Fmn Trr—— .
Belgium 4| C.): 10.9 | 1.€ 5.5 g 1.1 06 | 07 ] 2.9 | 1.2 5.4 2§ 4.0 20.
(3} (44) (o) £37) : {9} (5) (6) 1 (1%} (s) | (25) | fen) | (24) (102
Trarce ' 1.6 12.7 1.3 5.0 1.5 7.5 l 0.0 2.0 5.0 0.5 4.5 7.2 2C.6 39;
- (n (26) | {32) f21) (15) ) g (0 G 1) (4 | () | (3o) | (43) (12%
Ttaly 1 2.8 2.7 .8 20.4 w. 7 €.2 2,1 2.0 9.3 4.0 8.7 11.2 8.3 46.
o) (2¢) (8) (153) (¢2) (61) (220 1 {(27) | (79) | "20) | (S0) | (69) | (44) (351
Luvembcure | 0.2 1.1 - - - 0.8 - | - C.7 - 0.8 - 0.3 1.
) f2) (1) (2) (1) (1) = (2
[ - T y
Netherlands' | (.2 3.9 2.1 .4 - 5.8 0.3 0.8 1.5 0.9 3.3 4.% 6.1 17..
(5) fz=)  1{14) (33) (26) (2) (a) | (g) | (n0) | (25) | (2. (24) (103
TOTALS 1 5.9 73.6 24.% VNS 19.0 22.8 |- 2.8 8.= 25. 4 11.1 350 | -43.2 64.0" 192.
¢ 1 (32) (223)  |(110} ‘ 1210) (127) (12%) (36) (60) | (1c8) (71) 1 (202) | (207) (211) (947

Firurce in brackets refer to the number of projiects,
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AID BISTRIBUTED BY TI® GUIDANCE SECTICN CF EACGGE

FCR AGEEED PEOJEC

1964 to 1970

—~
In milliore of u. a 7
Processing Processing
Memter Production Joint and and
State structure category - marketing Total m=: k.ting
structure Tot21 -
Cermany -76.2 c.2 66.6 143 25 7
Belsium 14.2 2.2 20.1 374 51 %
France 67.8 4.5 39.9 112.3 35 %
Ttaly 110C. 4 1.2 46.6 172.1 27 %
Luxembourg 0.2 1.8 2.6 69. %
Netherlards 22.9 c. 17.¢ £1.2 n2 4
Trta. amcunt ' o
g c0R. 8 o
of aid 291.8 24,5 192.5 c08.7 3
Total nur ber c o
9/ 20 23 %
of projects 1z 105 947 2 209 3
1
g ‘\—“’
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SECTORS O AID I'OF "ROJECTS
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fin '00Ce of u.a.)

Sectors N”g?er Total 1964/1970

Proiects Aid %

Land reform atd hydraulics 8ca 206 828 40.7
Forectey 18 T 49N 1.5
Meat 218 /20 766 8.0
Milk 263 74 958 1.7
Eges and Poultry 20 4 168 0.8
An’nal feedingstuffs 25 6 232 1.2
Wine and Grapes 202 £9 398 1.7
Cil production 118 23 265 1.6
lCere’tls 33 8 208 .6
Fruit and Vegctables 3245 19 635 9.7
“eeds and Nurreries 26 3 700 0.7
Suger 780 0.2
Pesearch and Fytension 18 2 181 0.5
Flowers and Ornamental plante 19 5 919 1.2
Cther a8 14 845 2.9
2 209 €08 714 100.0






