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" Europe's role in world agriculture

Y

" The cOﬁnunity'a stand %n the GATY hegaz%atieni has been criticised as being .

somewhat closed on agriculture, and not entering into more far-reaching

. agreements with ather_countfies, in fact not placing agriculture closer to

the basis on which industrial tr&d@ i&ﬁués are b@ing séttled. Some critics

~also recommended that we increase our endravours in the export field, uherc

" we already are praqtically at war with our trading partners, the difficulty

in GATT being cxacqty,that we are exporting too smuch, and picking up the
markets of our partners =in fact & bicger zhare than we have ever had

bufofo.

We cannot have it QOth ways. You can't. both tell me "be open in GATT
negotiations, accept division of labour in agraculture” and then come and
tell me "export more”, which can only be done with the use of the tax-
paygrs'vnoney, f.e. with export réstitﬁtions. Not a single product of

importance can be sold without a sacrifice - and often a very heavy

: sacrifico - by the consumer. I take this'as an example to demonstrate how

difficult 1t 13 to try to make both ends meet, and how discussions of the

comaon qgricultural policy 1navitably run into these contradictions.
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'.,ny;viag;detﬁc common agricultural policy, in short, runs as follows:
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All 1ndustrialised countries introduced protectionﬁst éasurei, 1n the

-

field of agricutturc at least,’in the thirties, end increased them in the
post-var years, when the countries of both camps of that terrible strugglc
uere in great troublo, and had to depend for ‘their survival an their own

farners. There uas, consequentty, 1n<cv¢ry industrial country a great deal

‘ of pol{tical sympathy for the farnor. 'Ahd thc “security of supply” conce;:.

uas born - for citizens not just of Eurooo but of other countries of the
world had learnt thgtvthoy could not survivo uithout their own farmers.

b . N E : ) ' .
As the rcconstruction of the world, 1ncluding Europe, proceeded in the
post-war years, we came to the creation of the European Community, which
was an essential ‘step from the point of view of political reconciliation.

Tho COmmunityfalso arose from an urgent realization of the need for

tzomomic survival, I am not 1mpre§sed by any statement about the natural

' teséurcep of Europe, whether referring to somé North Sea oil or to the land

ftself hhich, cf course, has to 5& u#ed We do not have natyral resources
uorthuhilo talking about in comparison with othﬁr sarts of the world., We
have & thausand year—tong traaation of processing primary and semi~-
_manufactured commodities into more znd more soph1sticated ney products,
wﬁi;h we frade among,oﬁrsetve# and with the rest of the‘world. “On that |
ability folbroce;s,ito use our only real raw material, the human factor,

and toltrade in i_uprld which isAfeasonably open, rests our yhole

\

, daaocratic,qocial qystén.‘ Hay‘tﬁat never be forgotten, If yd destroy
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that, oither by nlking ourselves unconpetitive on uorld n;rkets due to the
'G;uay we develop our sociat or economic poticiea - or rather bY not .
'f‘develOping them, urich seems to be the case at- the present time, or by
gxcluding ourselygryfron that wortd market by our attitude to internationaly"
ﬂ'ﬁooboration - we spall'qéase to exist as frez nations. These are perhaps .
big words, but they are not too big. Arsd you canrot wake a distinction’
between industry and agriculture in. this broader context.
We dovthq to live,vui;h our special characteristics in the agricultural
“field, with the ri#t of thg world., We cannot have a 1re§-trading philo~
sdphy with regard tb industry, and whén’we come to agriculture suddenly
" become self-sufficient, and refusc to accept the concept of division of.
Labour. If such is our attitude, our endeavour to secure markets for our
1ndustrial commodities, uh1ch often have to be sold in countries which are
also major exporters of agr1culturat commau?t?es, will not be credible. /A
country like Australia, which is bazng ward put by the increasing exports
- of sugar from the Community, has a bigger trade def1c1t with the Community

~than our own trade deficit with Jepan, about which we read in the news-

‘papers every day. Do we ever read about Australia's deficiﬁ towards the

v Community? This is one small element of Furopean hypocrlsy, but also a
deﬁonstration that we cannot avoid the link in international economic

politicﬁ between agriculture and industry, even if each often has to be

"dealt with in a different way.

Fortunately in this ‘area. progress has in fact been made. The multilateral
. trade negotiat1ons are coming to an end, and for the first tine since the
Second World War, agreements have been concluded between the Comnun\ty and

practiclly all major agricultural exportﬁﬁg cauntries - Canada, the United
[~
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i States, Uraguay; Argentgr;;‘Neu Zertand and Australia. fh?s has not
.:lii happendu before in thc post-uar porioa. I will not pretend that they aro
: ";Qf}nnjor agreements, bUt\they uere mwautatty accepted, and have brought .
"f'diffcren: cliaate'and : differert typa of trc;eraticn 1n ﬁnterﬂa’scnal |
.zllgricutturat tradc. This development is of ltmost historic importance.
>Countries Like Australia, which have felt 1t thcir duty to attack the
~f;comnon agricultural policy with ever-tncreasinq vehemencc for the last fiue
: ycars, have turned around and accepted it - i.e. accepted thst this policy
; Ais politicatly, econonicalty and socially absolutel?~necessary for Europc,‘

.. their onty demand being that 1t be conductpd in such a vay that they can

tive uith it as-ugll, They see in tho uay in uhich the aultitateral trade

‘negotiations have been conducged by the Community ghat there is reasonabt@

hopc}ghét the neceésary flexibility is available, and that a new page will

be turned in the hlqtbry of the rclatioﬁship betweer us.

i3
&

Europe s Responsibility

*

Zut 1t follous - and now we come ta the nain jssue =~ that we must be
co&%ious of our respons1bitxties in the way in which we behave on third

~country markets. Of course, we have a vocation tb export, €ach individual
R Eurbpernrcountry eXpbrted agricultural commodities long before the
;.existence‘of the'common agriculidratfpéﬁicy. ,That vocation continues
',todayl_ It is highly imbor%ant for the. balahre of paymenis of 8 number
',af er Member States; there can't be any doubt on that issue. The

: duestipn is,'unaer what conditions, to‘ghat extent, anq at what cdst can it
- be continued? gbﬁetimes thejvieh is edvanced that agricultural commodities

.. are a sort of “green petrol” in wor}d'trade.' They are not. It is true

that there is a marked shortage of foodstuffs in the world, but not

isscntiall& of the types forvuhich‘uo asre in surplb:. Secondly, we must

s
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‘not forget, when naking our prognoses for experts or food aid, that the

' right policy for the dyvoloping uorld is for themselves to develop their
agricutturll productier This is important not only for their Qun security ' !

of supply, but also for the building of thesw structures which ¢an make L

e A il
5 g

mean1ngful saciety fuqctxon. The problem of developmant is not just a
, ' matter of trangferringvmoney, put of building a human society which hangs
. together and which can function as a c#hﬁrﬂat whole. And the developing
| , countries cannot bring thic about untoas they davelop: thair own agri-

 cultural production.

oy o, . gt o
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Our role 1n‘helping to remedy the wortd shortage of foodstuffs‘§s to stand | 1

by and to be available when required to supply what s needed during this .

transitional.pefiod or/in situations of greatvneed,,and to supply the
commpdities which thiy need, rather than those we ourselves want to get rid T
of! That means cereals, to a lafge‘extént. Consequently, I am not of the
opinion that we are confronted with a serious problem with regard to
céreals’at any rate, . We havé dncreased our pr@duqtion and exports -
admittedly at the cost of the taxpayer, but this, I feel, is defensible by
v both COuncil and Commission touards the public. With this money we are

meeting ; real need in the world, and should ﬁot be overly concerned by the

cost, because the lytter is an investment justified by politics and ethics,

touar¢s peace and proper devetopment fn the world.

Europe's Mountains

The picture is'entiﬁcly different when we come to cowmoditiés Llike dairy
products and sugar; The developiﬁg world does not need thesefproducts. We

have increased our exports, and still the comment is made that our strategy
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in thie field must change or improve. Unfortunately, over the last couple

: “of- years every possible agricultural ftem has been sold, often with an-

'»‘export restitution emountxng “to nore than its value. Ve have reached the

point of teturation. There is no nore butter or ‘milk powder which can be

‘ got rid bf in~this-uay, because the world market is saturated just lLike our

oun. That goes for sugar as uell, end a number of other commodities; for

cereals as 1 have saad there is some nargin still evailable, but not to be

»Aexaggereted., We are conducting an effective export policy, going to the

utmost limlts of uh?t the Eurdpean taxpayer is Hill\ﬂg to pay = and in the

case of butter and fugar, beyond them. Here some holding back will be

' necessary, and it t?ose who conduct the common agricultural policy do not

’do 1t themselves, it will be done for them by the NHeads of State and

Govermment and the ninisters of Finance. Uhy? Because of Community's

. total expenditure, fome 70% is currently accounted for by agriculture, and

of that amount 42X py the dairy sector alone. Our finances from “own

- rascurces” uhich, subject to the decisions of the COuncil and the
: cumw1esion, can be used without any further fund-raxsing by the Hinisters

. of Finance, national parl1aments, or the Eur:jean Parliament (up to an

amount equal to 1% of value added tax receip*s, plus the proceeds of

-industrial tariffs and agr1cultural lev1es) are ru;;ing out. Even without
o any price increases, the budget will, under the sheer weight of increases

"{n production, be go much increased this year that we will already use up

85X of that 1% of VAT,‘uhich means that we uill hit the ceiling of oun “own

L4

‘resourcet" next year or, at the very latest, the year tbereafter. When

that happens, s new finencial arrangement uill have to be negotiated, not

simply as @ Council regulation, but something to be ratified by national
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ooes anybody really believe that more money can be raised. from taxpayers in

order to stock more than the 400 000 tonnes of butter we aLready have in

'stock, or to export more than the three million tonnes of sugar we are

exporting uith restitutions higher than its value? Can any Primé® Minister

. or Hwnister of Finance explain auay the necessxty of chalking up more

billions of ECUS in order to finance crarations of this kind? The answer 1s

' prafty obvious.

It is stated that there is a great untapped reserve of productivity in

Europe in the agricultural fieid. As we have seen in the case of milk,

production of a cow can increase nearly ad infinitum, If we were to

introduce in the midde and Souf&hern parts of Europe these yields per cow,

we should soon be.confronted not with a probiem but with total collapse.
Unfortunately; time left in which to redress the‘situa;ion §s running 6ut.
Befor; the end of next year, we shall have éo have brought the market under
control at lLeast to the extentvreéuired.to regain credibility.

We hava tried over the past two years to pursue an entirely different price
~ policy. This has had effects on the stability of a number of markets, such

as beef, which posed\great problems at the beginning of this decade, but

which is now in balance, Thére are no wine lakes any longer. One might

mention 8 number of other commodities as well as cereals which are not

really in any ismediate difficulty. BQ: as far as dairy products are

concerned, the figures do not Lie. 7This year »ill be a nocerate yezr

compared with last year, when production increased between 4% and S% for

all milk préducts, but milk production this year will increase by about 3%,

which is higher than the trend prevalent until the year bafore Last, namely

3




’f*vt ?2. That increase could be accelerated even further due to untapped
ff;},produccivity reserves. Consumption uill probably continue to fall at »
" steady 1/2! or I littlo nore, nonth by nonth~ here ue are evidently

Y- onfronted uith a situation uhere ue have to prop up consumption by being

extremely prudent with our price policy, and perhaps take additionat
neasures, as was done in the past 1n order to naintain a reasonable tevel
of consumption of dairy products. He are already taking considerable steps

as regerds oilk poudcr, sk1mmed nilk pouder, and skinned oilk, etocks of

‘ ekinoed ailk pouder havo been kept down to ° reo:onoble levol, but at high

} L : o i -
cost. . ' . . "~.“ ) v,". . K . ‘ )

1

The cituation looks for grimmer for butter. ue‘naylconceivably prevent

‘ consumption of datry products fron felling even more dramatically by

promoting consumption of cheeses, yoghurts and other products, but these do

not uergh sufficiently to outbalance the falt in the consumptjon of butter.

Production has to. be stopped. There mast be no further 1ncreases Jnfact a de-

crease in a vsry short t1me it the common agricultural policy is not to

lose its credib1lity. It that.nappens, posoibilities of developing other

'urgentty needed cOmmunity poticies will almost certainly collapse.

. In seeking a sotution to this probten we are hampered by the current

overalt tack of economic growth = we cannot expect thws sttuation to change

' 'drsmoticalty in the'very near future as we are confronted with new

diffwcutties in energy resources uhxch uwll sp1ll over onto the whole of

the economy. We ore otso hampered by the 1ncreas1ng belief that the nation

- {tself can solve 1ts oun problens. It surely does not take any explanation

ffroe ny‘cido to indicate that a Europe uhicﬁ iovliving next to North.
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Amcricd,,the ugllQbrganised‘group‘bf dgveloping‘countries} Japan and the

"Tstate~tpading countries, cannot sgfvive by behaving Llike newly~hatched

"»ﬂ,chiékens‘running lrbdndfin panic;,ylt can only survive by sticking

[ . vl
D LN

‘;*itoﬁegher,”and thiinfesOrggnt nétionq&iam is the‘s}mptom, I hope, only of a
| ba;s%hg nélaisgvfn éuropean politics. It ggnnot and @usf not be taken

l seriously. Ceﬁgfat fssues such as thos2 I have raised can only be solved
“n'  ,f-'l 11 we stand tbgethyr. | |

. . N o . |
Without wishing to .single out any particular Member State, I note however

that the vniied Kiﬁgdbm.has_been cited as a case in point. This Member
'State, in my view fightty,"takes tﬁe view that Europe cannot regard self-
' sufficiency as a reglistic afm. 1 agr@e.‘But it iz also & much-vaunted
Qritish ambition to be self-sufficient in agriculture.
I fail to Understand how anyone in the United kingdom can reconcile these:
tuo‘pofnts of view. For éiahpte, some UK opinion regards the "Continent”
as being résponsiblé)for the but:er problem. Butter production in the
- .Unfted Kingdom has.incrgased by wmore than 200% over the last five years -

: 5ut acéording to these people the UK is not responsible for and has not
.badaed to the problem. It is revealing to examine how much United Kingdom
public mbnef has been pht into making its already highly efficient dairy

'industrfjmore efficfént! 1 have atready s§id that I did not wish to single
"~ out the Unitgd Kingdom,:and of‘coufse I could say other things about other
. ﬁembcr States, but the point about "efficiency” musf unfortunately be‘taken
with 8 pinch of salt. If the UK industry was all that efficient, why is
there then suéh vehement obposftion to my proposals first made two years

ago,‘and repeated lLast year andvthis year, to the effect that transfer of

j-public noncf for investment in the dairy sector should be brought to a8



-

halt? If 1t was sp efficient uhy the need for such transfusions of public

= ’[;;noney?f"t;havo not ye: received en snswer to that question. 1 shall

_«fg;continue to demand that pubtic noney, apart fron that required by social

’

, necessity and for the financing of improvements in uorkfng cond:tions and

v

L é;"v ‘-arketing, shoutd not be put into an industry which is in permanent

 ~:tructural surplus. I shall continue to insist that. there be a prudent
y prico po&icy because otheruile the,bottou uitl‘go out of consumption. Bu?
'chen.this,uill not be enough, -sfepe will nave to be taken to stop the
/ I ’.etcontinuai'rise in production.‘nnnd here nus;!naie'one thing very‘clear.

The deterrent measures have to be borne by the more efficient producers,

for the simple reason that thts mitk surplus is not produced by the small

farmers‘uith prec1ous few a(ternatwves to milk productton. About 33X of

©our da1ry farmers are currently producing Lless than 12% of the total milk

e s S S T | ST P P s

production, and a falling share. Thez constitute the social problem. To

ﬂ'tell them, in effe;t, by 1mp031ng heavy taxes, that they had better go

-

' ‘ B ‘ elsewhere, we uoul¢ be throutng them out of uhatever employment they have,

and for which they have to work longer hours than anyone - axcept perhaps

' polfticians.. This must be seen against a background of a sluggish economy
* with lLow growth, upich:uiglgincreese urban instability and public ex-
* penditure for social purposes. We should nog‘re-commit the mistake made by

. the United States in the '20s and '30s. These small farmers are not

e -
DU AL SO NP
-

é o S ‘:" ereating'the notofiou;’butter‘mountain; It is being creeted by the more

;% '{‘ :f'; f ef%icienf producers’uho, as 1 already said are receiving economic encourage-
| »'ment’by'investment eids from‘public funds, and;who naee been oenefiting
.from lov-priced imported food:tuff such as manfoc and soya since the fall

“of tnc dollar;/;Thirdty, they are resonting to a higher use of energy,
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:which 13 of cOurse no longer a cheap rav material, .but one which we havo to

s

1;save, it follous that we cannot cowpensate for higher energy use by
_,charging higher prices - aince it is nrow realized that, at teast for most

: currentty availabtc energy sourccs, supply has definite Limits.,

Cy

"The co-reipoﬁsibility levy sefves'the douhie«purpose\of putt!ng a brake on
- continued and unacceptablc rises in production and, secondly, of providing
"some of the money 1or the expensive disposal programmes uh1ch have begun to

fue1gh dangerously qn the budget, as I have describsd, An adequate co-.

re;ponsibility’leVy‘ubqld be at a leQel providing compiete finance for the
disposql,actionsvh@cesSari to keep Qp consumption and would push back a
Little the fatal date as regards finaﬁcing from “own resources”, and give
us fhat mQ¢h more fimo'io carry‘ogt a more fundamental restructuring of our

overall policy in agriculture.’

.

. There is one important cOmment I must make in conctus1on. It has been said
_many times that the price policy can not atone offer solutions to Europe's

- agricultural problems, The Commission has never said that it could. I

have simply insisted that it is a key element of the common agricultural

| pol{cy in accordance with the Treaty, as well as on the‘basis of the

ordinary laus of econonics, and it should be implemented in consequence.

',But in order for this to be achteved other more flexible measures must be

used. An absolute prvority must be the tackL1ng of certawn grave struc=
tural problems related to the market s1tuatxon, and in_part1cular problems

‘of regional agricuftural development, because the real income problem in

CCommqnity agricultyre does not emerge from average figures, but only from a

comparison between those in our richest and poorest regions.
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A new orientation in theCCAP exists .

In this context 1 cannot conclude uithout some reference to what is
_generally referred to es the "Hediterrenean Policy". ‘The COuncil'
’adoption last year of the first - but nevertheless far-reaching = measures
proposed by the Commiesion uithin this framework really marked a. new
departure. Aihe nediterranean,oolicy_-uhich in fact also concerns'other
perts‘of the Conmunity]uith soecial,needs such as Western Ireland - has
been designed to be‘flexible, to deal with marketing as well as structural
problens,?end to pronote proper'and.well-directed use of land, It is
indeed true, as is often advanced as an argument for stepping up the most
“profitable types of agricultural production regardless of uhether or not a
market exists for the produce in question, that the land must be used. It
is in thie light, and uithtthe real develogment needs of the regions
concerned in mind, that {n the case of the “Mediterranean package", much of
the effort is directed towardo re—afforestation of the regions in question
| (drainage in the cesq of Irish ereas).
) A :

- Tbese, then, are a'few-exanples of how "such structural policy §s worth-

: uhile. It contains those elements of uide-going flexibility, solidarity,
E and fer-sightedness needed if the Common Agricultural Policy {s to emerge
from‘its present difficulties. Further structural proposals will be
discussed by the Council in the‘eutumn'uhich uill follow up what has been

%begun._ This part of the policy is vital It cannot be seen as an

- alternative to a sensible prudent price policy, but as a necessary

complcment to the latter-uhich will Llighten the burden on the price policy,

and make it more tolerable from the social and regional point of view to
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conduct the type of price policy which the marka? situation demands.

" Article 39 of the Rbmevrfeaty»says that we sh2uld deprove farmers' incomes

by increasing their’preductivity, thacehy aleg naking commodities available

iy
to consumers at more reasonable orices. To me that Articls zeszms un~

equivocal, and the policies we are trving to pursse will increase, in spite

of great political difficulties, the impstus which wo have begunt it is in

accordance with the Treaty, and we shall continue to imnlement it.

1 shall not(at this stage‘refef to the final cbmptication, the agro-

monetahy érraﬁgements;‘uhich oLcLpY our minds very largely at the moment,
Let me say in thét connection that i# must bekth@ policy of the Community
to bring about unity of prices. i It may he fargotfen, in fact, that we have
atready mgdé remarkéblqvprog}ess. A Little more than a year ago, the
qfstance between the‘Kighest and the lowest prices was about 40X. Today it
is less than 20X. No-one two years 2go would have believed that this was

possible. This achievement was of course facilitated by the introduction

of the new Europeanbnonetary System. I menticn that, together with the 

GATT negotiations, together with the satisfactory meat market situation,

and the Mediterranean policy, in order to underline that we are not

fighting trench warfare, but pursuing a flexible policy. We are not

“patching up" as we go along, but developing a mobile strategy to deal with

" our problems in such a way that we can keep our land populated, which from

an ecological and social point of wview .is necessary. It s necessary our
agriculture should continue - for social reasens, and for reasons of the

balance of payments. But it must be done in such a way as to avoid misuse

of resourcés, and to enable us to live in constructive collaboration with

those of our trading partners on whose capacity to {mport our own

'industrial.goods our'whole well~being 1s dependent.
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