RESTRICTED

GENERAL AGREEMENT ON VSR D002 had. 5
TARIFFS AND TRADE Special Distribution
Multilateral Trade Negotiations 'Orig"inal': French

GROUP 3(e) - BASIC DOCUMENTATION

Agricultural Policies

Addendum

EUROPEAN COMMUNITIES

Note on the Agricultural Policy of

the Furopean Fconomic Community

1. Up to the end of the sixties, the Buropéan Economic Community concentrated its
main attention, in the agricultural sector, on setting up the mechanisms needed for
the common orgenization of markets and the fixing of common prices, which has led
to the establishment of a common agricultural market among the member countries.

Since then, in keeping with the spirit in which the Treaty of Rome had envisagsd
the solution of agricultural problems in the Community, the meesures taken have
been strongly marked by the major concern of integrating agriculture both in tae
Community’s generel economy and in the world context.

2. In the implemsntation of these measures, account has been taken both of the
fact that "agriculture constitutes a sector which is closely linked up with the’
economy as a whole" (which entails a certain number -of constraints as regards the
conduct of general policy) and of the fact that the Community follows the general
approach that; in agriculture too, “the harmonious development of trade" is a factor

of economic progress.

Since 1968/69, the ZEC's principal aim has accordingly been to seek a better
adjustment of production to demand, and at the same time s to encourege agriculture
actively to pursue .a rationalization of its structures that can ensure an'ecceptable
standard of living and income level for the agricultural population.

3. Thus, from 1968/69 to 1973/74, the Community's agricultural price policy, whose
function it was to ensure a satisfactory orientation and adequate remuneration of
productive activities, has been extremely cautions; and, the most recent decisions on
prices, reached on 23 March of this year for tho 1974/75 season do not indicats any
modificetion of the policy hitherto pursued, but merely a slight adjustment of that
policy to take account of recent developments on the world market and the increase in

production costs.
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Indeed, during this period, the increase in absolute value of -the common.
prices fixed in Units of -Account (U.i.) has, on the whole, been very slight,
certain other meacures having been taken to control supply in sectors where the
disequilibrium between supply and demand was more pronounced.

4. Although the price increase has been greater on certain products than
overall, the svolution of production shows that, taking into account the
relative situastion of prices at the start, it hes not been sufficient to offset
differences 'in productivity growth, whereas consumption of these -products was
increasing more repidly (meat of bovine animals). =

5. This moderate price increase in a period of inflation has been possible due
to the fact that the sector has benefitted from the general economic prosperity,
the progressive achievement .of a single market and the structural measures
undertaken by the Community and its member States., Nevertheless, this price
policy has been sufficiently constricting to speed up the process of
modernizing agriculture and has resulted in a larger diminution of the active
agricultural population.

6. It was in this context that the common price policy was supplemented, on

17 April 1972, by the estabiislment of a common framework of structural -
refoxms, which stressed the concept of profitable farming (i.e., that can yield
an incoms comparable to that earned from other economic activities in the region)
and increased compctitiveness:of farmers. ‘

- These common reform activities are aimed at modernizing farms, encouraging
the cessation of farming and the reallocation of utilized agricultural area for
the purposes of gtructural imporvement and also at providing farmers with
information and vocationsl training.

' They were supplemented on 19/20 Iovember 1973 by measures in respect of
farms whose continuing existence is necessary for reasons which are not, strictly
speaking, economic, but rather social or ecological (directive on agriculture

in mountain regions and certain underprivileged areas).

7. This policy as & whole has made it possible, in respect cf both prices and
structures, to place agriculture in a better position, in releation to other
economic activities, than it occupied in the past and to'set it more firmiy

on this path.

8. By improving its competitiveness in relation to other economic- activities
which are well integrated at international level, the Community's agriculture
has become more closely integrated in the world context and this has resulted.
in considerably increased trade in agricultural products, as is shown by the
following table.
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Table IT

-Imports_and Exports of Products Subject to the Regulations
of the Common Agricultural Policy (EUR 6
(1968-1972)

(in U.A. millions)

Origin/ Inports Exports
Destinatlon | 196 | 1969 | 1970 | 197 | 1972 |1968 | 1969 | 1970 |19m | 1972

Extra EEC | 4,902 | 5,298 | 5,992] 6,528 6,818 1,908 | 1,993 | 2,395| 2,774 3,062
of which:

dustriali ' :
adustriallsed o662 | 2,715 | 3,268) 3,704| 3,754 |1,118 | 1,197]1

N

Developing ' ’ . ! :
comtries | L7% | 1,87 | 2,147 2,801 2,32| 631| 667 7oLl 965 1,027

countriasg

i :
Stete-tredind! 500 | 592 | 572] 640| 7c! 150 | 117! 23] 269! 35
i I

d

9. While shielding its internal market from fluctuations in the world market, the
effects of which are incompatible with.the functioning of its policy and the
concern to maintair adequate supplies, the Community has thus strengthened its ties
with externa’l markets and relied on them for a substantial part of its supplies.

10. Having regard tov recent developments in the world market, the Common Agri-
cultural Policy has shown, in practice, the stabilizing :6le of its mechanisms and
that 1t is in the interest of world markets that an economic entity of the
importance 'of the EEC should be able to maintain a certain equilibrium in its
internal supplies and in those of its traditional clients.



