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Anotler step forward:

Comminity meeasures to safeguard agriculture in mountain areas and in

"ess-Iavoured" Teruing arees,

With the submission of the Directive on agriculture in mountain areas and
in certain "less--favoured” arcas, further »rogress was mede in giving a
directicn to the common agricultural policy Yy ithich farmers are
considored first and foremost as hwman veings, to be integrated or

reintegrated into society with full rights.

From some angles this Directive supplements tlhe first three aporoved
last yeexr by the FEC Council of Hinistera.

t wes then that the Commission announced that the problem of the areas
less favoured by nature would be raised for two reasonss firstly, to
enable mountain and hill farmers and farmers from naturally poorer areas
to restructure thoir farme ond secondly, to tecizle the problem from the
ecological »oint of vicw &8 part of the protection of tho natural
environmaont and tl.e conservation of rcsources by society as a whole,

including the agricultural sector.

Tiig inportant Directive must therefore be examined from the agriculturel

aiid other points of view,
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Structural policy

The evils besetting Community agriculture was unequivocally cxposed
by the Mansholt Plan.

The inaebility of "Green Furope" to improve its income in step uith the

rest of the economy was and is pr;uc*pally due to the following feotors:

-~ imbalance in the composition of the population, partlcularlj as regards
the older generation zroups:

- outdated farm vtructures;

- production imbalances.

It was therefore time for the price poligy -~ which waé the sole basis on
which Community agriculturo wes launched in the transition stage of the

8ix national marnets - to be Lacked up by a structural policy without vhich
it would have been 1mp0351b1e to ! teep feith in the obaectlvos of the

comnon aﬂrlcultural policy c¢learly set out in tke Treaties of Rome. And on '
the contrary, the dlfferences betieen categories of farms and reglons '

within the Community are gronlnb wider.
The group of Directives, proposed by the Ccmmission and approved by the
EEC Council or !linisters in Illarch 1972, is the first concrete result to

have been achicved.

Reviewed briefly, it may be said that they are complementexry irith the most
recent Directive to have been subnitted.

1. Modernization of farms

This Directive concerns in particular voung farmers vho want to continue

farming and at the same time refuse to allow themselver to be pushed to
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the side-lines, and intend to modernize their farms and thus, after a
certain poriod, to reach a level of income oomparable to that of non-
agricultural sectors in the region. A fundamental factor is the submission
of a development plan which indicates the manner in yhich the farm, under the
terms established, is in a position to become of viable thanks to a series

of investment aids,

-~

2s Cesoat_.on of feraing

Yhis Directive concerns farmers, in particular elderly farmers, who
intend to "give up' and wio -~ subject to receiving an allowenoce and/or

a vrenium - agroe to rake their larnd available to those who remain,
In this way a twofold aim is attaiged: the exodus from tha land is ohammelled
~n coononic and eocial Yerus and the work of farm restructuration is facilitated

as regercs both individuel furms and farmof sroupings.

3. Socio—ocoromic information and vocational traininz

Thie ccaplates thke first grour of Direciives. Agriocultural reform limited
to increesing the cize of the form or increasing productivity or simply
ebar.doning fayrma is inconcciveble. Faruers vho romain on their farms
should be trained or retraincd in order to move from pecasant farmer status
end bacome geuuine eantrenrcneurs. On tre other hand, farmers who leave the
land, will be granted aid to cease farming prematurely or, if they are
still young, thoy 11ill be.able to chanze jobs after receiving the
eppropriatae vocational retraining.

211 this roquires adoquate socio-~coonomio information and vooational
training serviccs which help fzrmers to nnke their choice or to suggest
and follow their intogration into non-~farming activities without such

charge of job cavsins unduo nerdship.
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Framed in this way, structural reform opened up interosting possibilities.
But in a world as heterogoneous as agriculture, no innovation can he
acoeptable to everyone. Beceuse arcas, oconditions; mentalitios, skills
and -~ above ell ~ inoowes-differ from each other. Incomes are roth the
cause and result of different.conditions,

And sirce the structurcl reform of cgriculturs from the Co.munity noint
of view puts man firct in line of importance - before prcducts, farms, -
capital - it is obvious that an adequate solution must be Tound for these
special situations.

It thereforo follows that it is noocessary to study the conditions of |

farmers who work in oreas which fer various reesong are ill-favourod and
vhose incomes, for those roasons, are not only not comparable with thoao
of non-Tarming activities but direotly below the averaée income of other

farmers.

Why arc inocomes in these rogions insufficient? 'Tho causes can be reduced
to two:
- inadequate farm structures;

~ permanent landicaps iypical of these areasn.

'The stractural problem can be solved by the first throe Directives and
such solution would improve, although not solve, the fundamental »roblem
of compereble incomes insofcr os natural handicaps are & permancnt barrier

and can only be overcome by using a system of non-transitional aids.
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In other words, production costs are and remain ﬁigher for different
reasons? ' o
- poor land

- glopes

clinate
isolation

infrastruoture.

In a free market area like thet of the Furopean Community it is oclear that
fcrmers in these areas cannot sell at ocompetitive prices end when they can
ro longor stand un to 6ompetif‘~on they abandon their farms and the areas
in which these cre situatcd. Which means a doubly negmtive exodust
ggrionlturel and rurul. The flight froin tho area in fact has consequencea
which are not limited to the a.g:ricultwal sector but whioch affeot the whole
anmbiont eocnomy.

Leclory and protectior of the ¢ environmont

_VIf" it is true t_fmt a.gri.cui‘:ure forms an integral part of tho guneral economy,
this is unfortunately borne out evep. further by the p;:'esent situation. Farms
ere being abanduned or enirusted to old poople‘, u,hi'lat the young are
departing. This denopulation is creating socie;l, economic and ecological
rroblens. At this stage it is cbvious that tiie problem not only oconcerns
farmors but society as a hole. If the '(nafﬁré.l) environmont is to be
protocted -- &t a time whe.n,' detcrioration due 1n pexrtioular to the large

a.nci often unplamned inorecse in industrial insta.lla.tioha is é::oecdingly
wvorr;ing - farains must odntinue in order to meintain an ecologioal belance
'quite apart from econoaio resqlts.

And farming requires a ninirmm active poomlation to whom Soclety must ensure
a conparahle income whathor inside or outside tho agricultural sector.
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How has thé.Commission taockled the problem? On the occasion of the

approval of the threo Directives it ctréseed that the problem of the

mountein areas could not ve deferred any longer. This was emphasized in

two ways: ,

(1) by including in the Directives theuselvecs e mmber of fundemental items
which opened up real proppects for pocrer farming ereas and constituted
a list with the prorosed fourth Directive.

There ere: :

A. Tho inclusion ol exceptionel provisions wiereby XMombor Statoo moy
grant special aids to farms whioch are not eoconomicelly vigble on the
grounds that thcy are situated in "cortain regions whore the
maintenance of a minimum level of population is not assured and
vhere a certain amount of farming is essentlal in vicw of the nead
to conserve the countryside"1

B. Assistance from thoe EAGGF towards the payment of componsation for,
land released is provided for ir the ocse not only of land intonded
for farm modernization, but also of "thet withdrawm from agricultural
use permanently, in particuler by boing reallocated for aforestation,

recreationel activities, public health, or other publio purposeﬂ“g.

(2) Ly submitting a "commnication" to the EEC Council of Ministers on o
programme of the Baropeon Communities for the protection of the
environment. In this document the Commissiop desoribed the situcticn,

throw light on tho various onuses contributing to the deterioration of
the countryside, and, expressing the concern of the lember Statos, put
forward the necessary mcans and requested cuncrete support from the
governments.

The agricultural policy naturally'occupied o pfomiﬁent place among those
put forward, seen on this occasion as & mcans of protection and improveuent
of the environnent, thue benefiting eocioty as a vliole and not only

particular secters or ccoromic interests.

Directive 159/72 ~ OF No L 96, 26 Avril 1972,

%Directive 160/72 - OF No L 96, 26 April 1972,
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Having examined the needs justlfying the proposal it remains only to examine
briefly how the Directive was drawn up, i.e.
(a) the aids provided for
Anmual compensation (based on the number of head of livestook for meat
procuction)
Aid towards structural modernization
Contributions for non-agricultural investments
Aid towardse the settling of young peOple 1n agrioulture
Aid towards collective farmlng equlpment
(v) the ariteriesroguired
Tro elligible farmers must work at lesst three hectares 6f UAA {utiliszed
agricuitural area) and undertake to continue forhing for at least fiVe '
Yyears. An exception is made for elderly people between 35 and 65 years
of age — who are freed from this commitment provided that they ocease
farming under the conditions 1laid down in the second Directive.
The inocome from farming is bolow two ~thirds of the national agricultural
averags.
Areas subject to "permenent” national hendicaps (slopes, olimate, etc).
ireas equipped with adequate infractructure, or in regerd to which the
government concerned has given guarantees thet the latter will be provided
within the time~limits specified. ' ‘

Sparsely productive land little muited to cultivetion and utilizable above

all for running livestock on a large—scale.
Low population density are an increasing trend towards depopulation with
negative effects in nredominantly agricultural areas.



8 X/86/713~E

We shall now bring out the prinoipal Features of the Direotive and the
reasons, other than those already men‘tidned, justifying'these.

1« Annual ocompensation

This oompensateé for higher production costs where these are due to
unfavourable natural oonditions which cemnot be overcome either by
structural or by prieing policy.

This may be considered as part of the labour mcoﬁe, i.e. thé “"ocomparable"
level of income which must be shown to be attainable if 'the'development

plan is to be accepteds In this way, farmers - especiai]_.yvyoung' farmers

will be assisted in attaining the objeétives laid doﬁh in the first ‘Directive.

In other words the annual compensation (perhaps the foremost innovation of
this Directive) is to lessen regional and struotural imbalances, and, in
mountain areas, to give a new bhoost to meat production, and slow down the
exodus of young people in particular.

Therefore the farmer will receive a premium for every head of meat-
producing livestock, the amount of which will be fixed by the Member
States on the basis of the natural disadvantages of the area in question,
' The success of the Directive will therafore be closely linked with

developments and new departures in livestock rearing.

2+ Which kinds of livestock are to be reargd?

The restructuring of farmg has a definite technical and economic
objeotivet to exploit fully the natural suitability of hill and mountain
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areas for livestock rearing and at the same time to give a clear line of
approach as to which species ought to receive priority. The shortage of
beef and veal leaves no doubt in this connection, and encouragement should

thus be given to the rearing of bovine animals along with sheep and goats.

3. Infrastruoture

An agricultural sector is healthy if individual farms and farmers operate

with adequate infrastructure (water, eleotricity, communications, etc.).

Comrrunity aid is oconditional upon the Member States undertaking to supply

the areas concerned with such infrastructures Brussels is therefore

waiting for the Nember States to place the areas they choose in a position

to restructure their farms, without thereby rendering the latter usnelwas vor-non=viablec.

4. Interventions for agricultural and non-agricultural purposeg

The "modernization" Directive i_s supplemented here. Above :1."11, the
measures it 'provid_es’ for will be applied in a more .favourable man.nér.
Structural investments will be granted higher interest rate subsidies and
lower debit .interests.

Furthermore, still under the development plan, investments in farms in-
these regions for tourist or handicra?t activities can be financed and
the proceeds therefrom will be an integral part of the income.

5. Allowances to young farmers.

A highor income and accurate economioc choice therefore help-to halt

the exodus and enable a choice %o be made among the farmerse who remain.
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It is clear that the Commumity is putti.ng its money on the young
because, if they receive financial support and are equipped with
additional ocoupational skills, they offer the best guarantees as
independent operators of individual or associated farms,

For this pvrpose, provision has been made for an initial installation
ellowance limited to young farmers (up to 38 years), and this even if
they are taking over their fathers! farms,

Ha.ving reviewed the main points of the Direotive, only a few other
items need now ve mentioned in order for its presentation to be
oomplete.

The Commission, with a view to rebalanoing productisd, has cleatly
stressed that livestock breeding in mowitain areas must help t2 reduce
the Community's moat defioits For this reason dairy herds whose milk
is to be marketed will not benefit from tho premium. Ls regards
production, certain types of trees (apple, pear, peach) and
herbaceous products (grain) are also excluded as a general rule.
Exceptions may be made, but only in the fruit sector.

Finally, the measures provided for had to include aids for colleotive
investments in fodder production, the organization of past_\_.trela.nd and
mountein grazing and aids to encourage the setting up of ésaooiations
which'vould bo oligiblé.ifor inter-farm 'a-saista.noe.

It is true that the improvement of agricultural structures 1ls based

on the modernizing of farms and the voocational training of young

farmers operating with adequate infrastructure. But in addition

to this farms should cooperate with each cther to the maximun otherwise
it will be impossible - above all in mountain areas - to inorease produc-
tion, ettein greater rationalization in the relationship between man and
land, and in the last resort, to improve the standard of living

and working oconditions of farmers.
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Recognized farming groups will be able to play a leading role in improving
agrioulture in mountain areas, and it is very satisfying that young
farmers are so appreciative of this faot,

The foregoing are the general outlines of the measures provided for in
the proposel for a Directive on agriculture in mountain areas and in less~
favoured forming areas, from which about 650 thousand farmers within the
enlarged Community (12+14% of the agriciltural population) will be able

to benefit, This is far from being an irrelevant proposition.  Suffice
to say that this population is at present working about 20% of the
oultivated arca of the Community.

The deep concern aroused everywhere by the harmful effects of the
deterioration of the enviromment has oreated a particularly favoureble
climate towards the provlem of agriculture in mountainous and less-
favoured arearc, and the Commission, in submitting to the Council of
Ministers this oxtremecly important proposal, has opened up new horizons

on a sector of agriculturc whioh, up to now, has been pushed socially

and economically into the background and this through no fault of its own.
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" ZURUPTAN KECIONAL POLICY

Summary of & speech by Dr., Woifgang STLBENOW, Head of Division in the Commission
of the European Communities during the Information Conference on the Agriculturel

Policy of the Buropean Communities rrom Jaunuvary 22 md till January 27 th 1973, in
Berlin,

I.

In the spring of this year the Commission of the European Commuriities stated that :
" to promnte balancod development of the Community and ensure stability, growth and
full employment ~ the objectives cf the economic and monetary union - a Community
regional policy is a nececsity. Thig bill be one of the main tasks of the Community
in the years aliead ".

The establishment of economic and mcnetary union, as well es the enlargement of the

~ Community will give the necessery drive to the Community regional policy.

3.

The construction of the economic and mone¢tary union consists mainly of three items :

~ Narrowing the marging »f Tluctustion in xretes of exchange;

- Co-ordination of the Membur States” ‘shoaxt term economic policies and budget policies;

- Co-ordination of the Mamber States' regional policics and the supplementary con-—
tributiph of 2 Community Fund. '

In the Conmunity of the Six it was mainly Italy that claimed a vital inteypst in a
common regional policy. Now she has been joined in this by Britain and Ireland, who
predictably enter a demend for a dynamic regional policy in the Communities.

The Treaty itself poses a regional aim of wide acope :
the signatories strive for " the strenghthening of the unity of their economies .
and the need for a harmonious development by reducing the differences existing between

X/86/13
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the verious regions and the backwardnese of the less favoured regions ".

HoweveY, ‘the Treaty does not expressly enjoin tho Community institutions to pursue -
& oommon policy on regional development. On certain other matters, notably agricul- -
ture and transport, the situation is diffecrent.

The Treaty however allows due account to be taken of regional considerations in
both global and sectoral economic polioies, more particularly in competition, tax
and sooial policy and in the policies on agricultural, transport and energy. The
Treaty establishing the Faropean Coal and Steel Comnunity makes ectual provision for
Community action in connection with the economic reconversiun of the coal and steel

industries. The Community has in addition a weapon of regional development in the
Europcan Investment Bank.

At the same timo, to attain one of the objectives in fields in respect of which the
Treaty has noi provided the necessary powers tlLe Community is empowered under article
235 EEC, It is mainly under this article that the Commiséion'a Cummunity rogicnal
policy proposals are submitted.

11,

Regional policy has in the nature of things to eminate from a great varicty of

economic, social, geograph’c, cultural end demogrephio facts, within a single state,

- All the more so in & Community of nine Jiember States of a widely varying economic

2.

power and potential. . .
Moreover, the constitutional and administrative constitution of the MNember States
differs conaiderably. Obvioualy, te federal or central structures or a mixture of .
both operate on the development of # regional policy. Even the question, how far the
autonomy of the territorial authority of the district extends, ie- not without
influence in go far.

The Community regional policy is conceived in such a way that it should be possible

-\4*"‘4

to attain the necessary degree of disposing capacity, even without changing national
political structures. , _

It is impossible that the common regionel policy should proceed from centralized
conceptions. Even in the future the regionel policy will remain a task of the Member
Statea including their national, regional and local authorities. The Community will

-

X/86/13
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not take their place. Through co~ordination, information and mobilization of supple-
mentery financial means it has to support the efforts of its Member States and to

orientate them with a view of its lerge economic dimension.

In doing so the common financing of regional policy actions for economic co-ordinetion
may not be isoclatedsy The Community aids have not only to serve as incentives to
improve the regional structurcs., Theyare also ingtruments of the co-ordination of

the economic policy and especially of the development programmes of the Member States.

In 1969, the Commission submitted a proposal for a Council decision on Community

means of action with respeot to rezional development. The substance of this was as

follows :

- A Regional Development Committee should be set up consisting of representatives
of the liember 3tates and the Commission. The European Investment Bank should
delegzate an observer.

The “ommittee will fix the framework witlhin which the regional policy problems
and measures of the Membei States should te faced together. It will support the
institutions of the Community ihroush the co-ordination of regional policy of the

Member States including the use of the common instruments.

L common procedurc will he set up in order to examine the economic situation of
the regions that should be develsr#d? end the Member States'programmes of develop—
ment fur these areas. Negions cuclifying for Community aid can be 3

peripheral areas in the Community with considerably retarded economic development,

areas close to the borders between Member States,

areas with excess agrioultural manpower,

industrial areac in wkich tho decline of a predominent industry is affecting

economic power.

— Co-ordination of the existing Community financial resources would be improved.
In addition, a Buropean Fund and a Buropean Guarantee ‘System for Regional Develop-
mont would be created.

- A Community network would be set up to provide information for private and publio

investors who participate in the implementation of regional devdlopment programmes.
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1II.

1, The Commissiors 1971 proposal for a Council Rogulation on e Europeean Interest
Subsidies Fund for regional development layc down the rules on how the Mund is to
operate,

Initially the Fund's purpose was to provide interest subsidies. In the course of
the discuesions, however, the Commission incorporated into its proposal the sugges—
tion, put forward by the Buropcan Parliament and by one of the lMember Statesy that
it should be used to provide capital grants ags wcll.

Interest subsidiéa and capital grants are to be furnished to help finance investmont
projects, relating to infrastructure installation and to activities in the industrial,
craft business and services sectors. The projects must be a part of a regicnal
development programme, for one of the Community development areas.

It must be provided that the developmont prcgramme had undergone Ccmmunity scrutiny
in the Regional Development Committee and receive the endorsement of the Commission.
As you see care was being taken to ensure that the financial aid given would be
properly ocoordinated,

2. No epecific restrictions were laid down in advance as to eligibility for Community

aids, They would be available for both public and private invcstors.

Interest subsidies should be given on loans of the Buropean Investment Jank as well
as of other financial instities.

Iv.

1, Another Commission proposal was submitted in 1971 for & Council Regulation on the
financing from the European Agriculturel Guidance and Guarantee Tund ( FEOGA ),
Guidance Section, of projects in connection with pricrity measures for the develop-

ment of agricultural areas,

This provided that money from the Fund should be used to part-finance the placing of
persons leaving the land in the process of the etructural reform of agriculture, as

well as their children, to create jobs in industry, craft business, service trades.

X/86/73
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Crants of 15C0 units of account per job would be paid. The operation will be
conducted over a period of fivs years and cost a total of 250 million units of
account.

This is so far exclurive of adjustments which may be involved by the accession

of the three new Member States.

It is expectcd that in the Community of Six the next few years about 600.000 per-
sons under 55 years uf age will have to leave their job in the agriocultural sector.
Partioularly in Ireland, vut in Denmark too we are confronted with similar problemsf

About 50 % of these people are living in agricultural areas, where the Community
has to give a high priority.

The Commission proposed to select these areas on the following grounds 3
- above-Community everage prcportion of the working population engeaged in agriculture;
-~ below~Community average proportion of the working population engaged in industry;

- below~-Community everage shoare in zross domestic product.

Besidc the large agricultural areas on the peripherie of the Communities one has to
take into consideration the smaller areas with a surplus of the working population
engaged in agriculture. The vommission's proposal covers an indficient distribution
of aids.

V.

In the spring of "1972, another instrument of regional development came up for
discussion. Until now, however, the proposal of the Commission is not a formal one,
They rather requested the Council to declare its consent in order to start the

necessary and extensive counsultations,

The Commission envisages the establishment of a corporation for regional development
in which the Commurty and other public and private companies participate. The cor-
poration would operate in the framewocrk of the regional development progrémme. The
society will have the following tasks :

- t0 look for firms which might be likely to invest in the priority areas and to

inform them of the investment possibilities and market openings;

X/86/13
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~ = The Commission is invited to prepare without delay a report on.the regional problema
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= t0 provide technical help to the investors, e.g. to assigt with the development

»of factory industrial sites; ®

~ to acquire temporary and minority holdings in the capital of firms in the regions
qualifying for aid. This is interded in particular for small and medium-sized firms., *

On the money market, the loans of the society are to be covered by the DBuropean

Security System for regional development, as the Commission proposed in 1969.

VI.

The Commission's proposals for Community co-ordination and financing of regiocnal
policy have been the subject of intensive deliberation in the Council of Ministers
in the past two years. On a great many important points & basic consensus has been
reached. But for all the tireless urging of the Europeen Parliament and the Commis-
sion, neither the neccsseary political breskthmugh on the main issue, nor the all-
important actual decision itself have so far been achieved.

Now the Paris Summit of October 1972 hes probably given the go-aheed. On regional

policy, the Heads of States and Heads of QGovernment agreed as follows i

- the Member States undertake to co-~ordinate their regional pclicies from now onj

-~ the Community institutions are invited to set up a European Development Fund by
December 31-st 1973.

The Pund. is to be financed from the beginning of the second stage of economioc and
monetary union from the Community's own resources, Interventions from the Fund,
in co-ordination with national aids, should allow progrescive correction in the

course of the establishment of economic and monetery union.

It concerns in particular, those resulting from the preponderance of agriculture

and from industrial change and structurel underemployment.

arising in the enlarged Community and {o put forward appropriate proposals.

After achievement of this report the Commission will decide whether and to what

extend the initial proposals have to be amended or completed.
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