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My dear Prime Minister,

Tﬁe vaper I enclose is the report being sent to the Furopean Council teday in
line with the mandate given the Commission on 30 May 1980. This mandate called
for a review of the operation and funding of Community policies. The
agricultural pelicy, and more specificaily the United Kingdom's coniribution

to the Commumity budget, was singled out for special mention.

The Commissicn has come up with a number of reforms which, in its view, should
help to deal with the problems it was asked to consider. As you will see, the
reforus are far~reaching., This is inevitable. Reforms cannot be effective and
lasting unless they get to the root of our present difficulties, which tkhe
mandate itself recognized as being structural, Our recommendations relate to
the structures_which can be changed using instruments provided by the Treaty,
n intrinsic feature of the Commmity is that it is capable of changing Ifrem
within,

.

In {he course of our rev1ew we were brought face to face,” agaln and again, with
the Commmity's fundamental equilibria, whlch are based on the prlnclnle of
solidarity and combine to attain the general obgectlves enshrined in the Treaiy
of Rome, nzumely, ‘1o prov1de the men and women of Burope with better living and
working conditiong’ agaxnst a background of economic and social progress, Ve

kept these obgectlves constantly before us. We also considered the danger of
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the same situation arising elsewhere in the Community, affecting an increasing
proportion of our working population, and the younger generation in particular,

if we fail to take a broader, more idealistic view of our common task.

We need to consider not only the Commumnity's immediate problems but also the
problems begimning to take shape within our frontiers and in the world

around us. Ue camnot bring matters under permanent control unless we allow
for the changes transforming our society and the vast movements.reshaping our
planet, We know from experience that no limits can be set to interdependence:
it is this law of human dynamics that éarries the Community forward. But
there comes a time when attitudes must be changed and adapted to the new

dimension.

We must mobilize all the forces of the Community to take a stand against

the dangers that are mounting every day, dangers that are already threatening
the fabric of solidarity. The reforms we are proposing will be carried
through in the years when we should be preparing Buropean society for ihe
2lst century. Clearly, we cannot hope 1o forecast all the problems we will
have to tackle. Bul the Commumity was, after all, created to manage the

change its founders saw coming and initiate the change they felt desiratle,

Indeed; each time the Compunity has acted in unison it has proved capable
of facing up to qurecedented situations which none of our countries could
have coped with sinéiéhanded. We can take up one of tﬂe_challenges that
Burope will have ﬁo %aQe before the end of" the century here>and now. I am
thinking, of’coufse,'ﬁf the challenge-preéented by the visible explosion in
the world's pépuléfibn and the relative decline in ours. Nothing will ever
- be the séme'agéin in a world where a disturbed demcgraphic balance, a new
industrial revolution, the restructuring of traditional indusiries and the
geographical imbalance between rich and poor regions in terms of raw
mgterials, will act as sources of tension. We must do something to transform
this phenomenon from a threat of confrontation into a shared opportunity
for our children and the children of the world.
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I know that you are fully aware of these issues, Indeed I only mention
them because Europe's stake in all this is the main justification for the
existence and the efforts of the Commission of which I am President, This
is why I feel bound to suggest that the Commmity needs a special procedure,
geared to the scale and the urgency of the problems facing us, to implement
the arrangements and mechanisms discussed in the Commission®s reporte I am
convinced that our recommendations call for a specific approach. Cohesion
is vital if the measures proposed are to be introduced and applied in a
balanced fashione. And I doubt if cohesion would survive the complexity of
normal procedures, involving time—consuming consultations and discussions

within one or more specialist Councils whose agendas are already full,

"A better solution, to my mind, would be for the European Council to refer
the report now in your hands through the General Affairs Council to a select
group of trusted individuals chaired by a member of the Council. The group
would report back by, say, the end of 1981, Because its findings emanated
from a single high=level téam, iﬁ which the Commission played the role
assigned to it by the Treaty, they could be examined in detail at an’
extraordinary extended meeting of the General Affairs Council with an

eye to the first European Council in 1982, Your Council could then draw
the necessary conclusiéns as quicl_ﬁly as possible.

In any event, the Commission will be making appropriate proposals in ike
course of 1981 to adjust the United Kingdom's contribution to the
Community's budget in 1982,

¥y purpose 1n suggesting this procedure- which is not nnlike that followed

to0 launch a num'ber of important stages Jn the developmmt of the Community -

; is to give new mpetus to the common pol:.c:.es which give concrete expression
to the solidarity between our coun’cries and are the guarantee of their
indeﬂendenée'q If ‘we advance resolutely in this direction — and the decision
4o advance is ours ~ we will have gone a long way towards regaining control of
the destiny we took in hand 25 years ago when we set up the Commmity. The
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good work has continued day by day in the interval with the instruments we
were given then., The instruments are still there. All we need to do is
harness them to new options which will enable our ten countries to converge

their efforts to develop their shared heritage.
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1. At the end of the war the lessons of history led the countries of
Europe to choose interdependence as the basis fbﬁ reconstruction. Thus
the construction of Eufope has come about in a way which means that a

shared inheritance already exists.

Today the Cemmunity's institutions owe it to the people of Europé;
and to history, to defend and develop this inheritance. The Commission .
has been given respon51b111ty for dlrectlng this development it~
"has a constant duty to preserve Whai has been achleved and act in
- such a way that the people of Europe come to regard the Community

as the surest way of shaping and influencing the future.

It is in this spirit that the Commission submits its replies to the

. 1-
mandate given by the Council on 30 May 1980 .

2, In a period of world crisis this organized Europe must use its

strength to loosen the external constraints that bind it. Its size’

1For 1982 the Community is pledged to resolve the problem by means of

structural changes (Commission mandate, to be fulfilled by the end of
June 1981: +the examination will concern the development of Communlty
policies, without calling into question the common financial
responsibility for these policies which are financed from the Community's
own resources, or the basic principles of the common agricultural policy.’
Taking account of the situations and interests of all Member States,

this examination will aim to prevent the recurrence of unaccepiable
situations for any of them). 'If this is not achieved, the Commission will
make proposals along the lines of the 1980 to 1981 solution and the.
Council will act accordinglys



places it in a better position to get to grips with the problems
affecting it, whether these be energy, international competition,
inflation and unemployment. The degree of ihtegration which has been
'achieved but which has yet fo be exploited to the full, has increased

the means available for confronting these problems..

3. Aside frbm the use which can be made of such Community measures, the scale of
the present problems caLLsfor'ajointstrétegybasedorna strengthened internal
solidarity and the adoptioﬁ of a more vigorous stand towards the outside

" world, If this were generallyraccepted, if the strategy were made

sufficiently broad and credible, this'potentiél force could be

harnessed to generating internal change, guaranteeing the success of

the third enlargement and giving renewed confidence and hope to a

young generation concerned about the future.

' TﬁeCommunity, soon to be entarged to twelve
can set an example to the world by adopting a constructive
approach to the problems facing mankind. This is a formidable task,
but the éhallenge of having to extend this approach beyond our own
frontiers and of ful filling the expectations of those who refuse’to

give in to fear and egotism is an exciting one.

4. If they are to tackle this ambitious task, the institﬁiions must
resolve yithout hesitation to fulfil the political alliance
entered inte by each Member State when it ‘signed the original Treaties

or the Treaties of Accession.

In this way the Community will finally také its rightful place in the world



and become a catalyst for peace and development as it already is for its
Member States. -

5. The Commission s of the firm view that a return to the institutional

balance provided for in the Treaties would help to re-establish the unity of
purpose which pfevaiLed when the Community was éreated. - Without a process of de-
cision-making ’bgsedcﬁmabettér balance between the contributions made by
‘all the institutions, the Community wiltl never ‘regain its dynamism or live ‘up to o

the expectations of the people.of Europe.

Finally, the Commission considers that there can . be no development of
Community activities as long as the Commun:.ty budget remains art:.f:.clally
Limited by the current ce1L1ng on jts.resources.. It will take the initiatives

required to have this constraint removed.
*

. 6. The . construction of the Community,founded(xisoLidérity'andeconomidintEQrafion,aﬂd '
with the constant improvement of living and working conditions as its
declared goal, bas developed on a twofold basis:

- a single internal market governed by-jointly-deﬁised cqnpétitioz
rules which guarantee the free movement of goods and allow Community
industry to reap the benefits of an extensive market;

- @ common agriculiural policy which allows the free movement of
- agricultural products, thus raising the standard of living of Europe's
agricultural community = traditionally the less favoured section of the

population = and guaranteeing our food supplies.



_These two achievements need to be completed by a monetary system,

which is essential for balénced economic developﬁent and progress towards

the free movement of people, services and capital., The common commercial

poL1cy and the Community's development policy shoutd enable the Commun1ty to fulfil
jts appropriate role in the world. Additional p0L1cves shouLd be estabt1shed to cope
w1§h specific situations which market rules alone cammold regulate satisfactorily.

T+ It has to be said that up 1o now action has ﬁot been taken at the

same rate in all areas. This is doubtless one of the factors underlying the

crisis currently facing theiCommunity and the conseguent lack of confidence.

Furthermore, the changes in the world economy over the last ten years and the
upheavals that have occurred in international relations have shown that existing

policies will have to be developed or revised.

8. At present, the budget reflects the imbalance betueen Community policies, but
the Commission considers tﬁat’the budgetary aspect alone gives only a partial idea
of the nature of the Cqmmunity._ In particular, it gives no idea of those policies
which have no budgetary dimensicn, such as competition policy, or which have so
far had a virtually negligible impact, such as industrial ané energy policy. In
any case, Community policies have economic implications that go well beyond the

purely budgetary aspect.

This is why the Commission has chosen not to cenfine itself to a purely

budgetary view in implementing its mandate.
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G, An effort must be wzde in all arspe to make up for lost

time. This iz the only way of emsuring that unacceptable situations
do not recur and ensuring that consideration is given to the inte:ests of
ali present or future Member States.

It is unrealistic to talk in terms of large—scale “industrial restructuring

or more balanced agricultural development if no progress is made towards
“economic and monetary union,.or to talk in temms of full freedom ‘of movement

for workers in the absence of an employment policyycapable of affording a .
'coherqnt answer at Community ié&el to” the unémployment problem.‘ Tpe increasingly
important rolé which the-Commuﬁity should be playing in the world will be illusory"

if it is seen to be at the expense of the weakest-regions-and sectors of activity.

The Commission believes that if an overall Community strategy were to be evotﬁed,
based on a general approach and guiding principles to which all could ,

subscribé without hesitation, then the greater discipline ard solidarity

that this would entail would open ub new prospects for stable, and

therefore lasting growth and fuller employment.

10, The Commission accordihgty proposes that as regards monetary and economic
questiong the Community should buitd on a foundation of éenuine - and much tighter -
1nternat coordination between the Member. States, coupLed with a clearly-defined
common Stance towards the outside world, so as to enhance the effects of national
pol1c1es, cpnsol1date the zone of monetary stability which it is endeavouring to

construct, and take responsibility for defending European interests vis-d-vis
our trading partners.
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Expansion of the European Monetary System could be a pbwerful force
in meking such a policy succeed, = once all the Member States were
participating in it and the commitment to place the BCU at the ‘centre
of the system had been realized. The needs of the Commmity's
economy and the state of the international monetary system are such
that decisive and rapid progress must be madé,towards a fully

institutionalized Buropean Monetary System.

11. Equal priority attaches to systematic exploitation of the
opportuﬁities provided by the European market. If -we are to develop
a modern and dynamic industrial sector in Europe, it is essential
that we have a single integrated market as ~ this allows firms

to benefit from outlets on a continental scale and to invest with

the same degree of security as their'American or Japanese competitors.
Community firms must fully exploit the stock of confidence which
flows from a genuine internal market defined-in both economic and

legal terms.

The customs union was one of the Community's first real achievements.

If it is to be completed, the variety of remaining barriers which are still
preventing the completion of the single market must as a priority be eliminated.
The Commission will take thé specific initiatives in this respect.
It is quite legitimate for public authorities = and Community authorities
whenever their powers permit = td maintain their contribution to the creation

of a better economic environment to promoting and to raising productivity.
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12, Neverthélesé, the opportunities provided b;( a genuine in‘terna.}

~ market ai'e no longer sufficient in themselves to enable the Community

to complete the process of econamic change, given the crippling uncertainties’
which beset it. A new dynamism is required, which can transform actions and
attitudes and thus help to overcome the upheavals provoked by the energy crisis,
as well as to catch up on the growing delays in the ‘research field and to get.

industrial innovation off the ground at last.

The failﬁre {0 pursue a nmumber of gquite reasonable objectives ~ ‘such as
substituting Community cooperat ion for fragnented and isala:ted national -

" policies, choosing the path of initiative rather than’a.ccepting the
existing situation, combining fina.n(’:ial resources rather than dispersing
them, reaping the benefits in external rela.tvions of positions

' agreed in advance ~ has prevented the Community from benefiting from
its size., A new strategr must be proposed for facing up to the challenges
of the eighties.

13. Ener;g'y broduction, particularly the new forms of energy and the
industries involved in developing them, offers considerable potential in
terms of growth ’a.nd A .emplojment. Furthermore, by helping to ease
pressures on the balance of payments, a successful energy policy will

create the conditions for an economic upturn,

The Commission intends to propose that precise targets be set, firstly
to achieve essential savings and secondly to expand the means of energy
production, build the necessary infrastructure, diversify sources of

supply and encourage the use of new forms of energy. It will help to finance



B
these activities by cocrdinating nafional rescurces ami making grester use
of Community instrumenis. Small and medium size enterprises will be closely

involyved.

community solidarity shoold also be expressed through joint machinery
for responding to supply crises and fthrough a.coherent policy on prices.

The Commission will be mesking proposals on +these matters.

On this basis the Commmity, acting in its own best inberests, will
be able 4o develop cooperation with the other industrialized nations,
lapnch a constructive debate with the oil producers and help find a
solubion 4o ihe probleas of the aaveloping countries both throusgh
the trensfer of technology and by sssisting them fo develop their

ouWn energy resDurtes.

14. It is not possible to devise a vew model for society, o

secure the Community*s political and economic amienomy or to

guarantes a@mpetitivanéss ¢ withont a

complete mastery of the most sophisticated technologies. Accumulated
delays, rising costis and the fact that the necessary effort is

too great for any Member State to make individually are all comproﬁising
the Commmity®s ability to compete in science and teéhnglngy; The



need for a proper response is all the more urgent: the Community
dimension makes it possible to provide this response efficiently

and at minimum cost.

Aoart from identifying delays and coordinating new action, the
Commission will support priority research programmes in energy,
the égri;food industry, environmental'protection,/nuclear safety
and biotéchnology." These Community programmes will promote the
formation of the multi-disciplinary European research . teams without
which the qua%ity and integration of research, crucial to success,

cannot be attgined;

15.  The development of these new technblogies - particularly
regarding data transmission systems - and of the 1ndustr1es
launchlng them is revolutlonlzlng the whole outlook. New goods
and services are coming on to the market, and demand for them is
eipanding. Proauction conditions are ohanging an&,@ﬁe basic
pattern of international competition is shifting accordingly.

A1l this is of particular importance to small firms, for;the
environment in which they work is in a state.of flux énd they are

not all equipped, financially or technically, to cope with the

- situation.

Hence the Community is falling behind the other major industrial
powers. It can catch up if,)realizing that this pattérn of
development, with all it entails in terms of new forms of:
industrial ond social relationships, is both inevitable and
desirable, it then draws the right conclusion and rapidly embarks

on a suitably dynamic orogramme.
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By adding to the efforts madé by European firms and the Member States;
the Community can make an original and probably unique contribution to
ithe development of new techniques and industries. To this end it must
not only devise and implement the coherent R&ﬁ programme referred to
above but also deal with wholly new problems of information and
training. Moreover it must set common standards and exploit all the
possibilities offered by public procurement in the Member States so as

to tap the full potentialyof this vast market.

16. Finally an active competition policy, particularly as applied to

state aids, is also essential.

This policy must ensure that competition between Member States is not
distorted. It must offer Community industry a positive incentive to
adapt and at the same time serve as a source of coordination and
economic éonvergence. For this purpese, regional needs must be better
defined and the rules of competition must be applied more coherently to
national aids to firms. The application of these rules in the process
of industrial adjustment will assist the drive ﬁo modernize the

production apparatus.

The powers assigned to the Ccmmission by the Treaties give it only
partial control over some other policy areas which affect the
competitiveness of industry. The Community will have to make a fresh
attempt at identifying those areas and taking action, particularly with
regard to transport subsidies, differentiated enérgy prices and certain

tax measures.

17. Yet it is hard to see how the Community can hope to advance in a
balanced, decisive fashion on these various points unless it puts its

budgetary affairs in order.

The Commission's reflections, and its resulting proposals, concefn
essentially the common agricultural policy, regional‘bolicy and social
policy, given the proportion of the budget which they represent. The
Commission objective has been to see that within a limited budgetary
framewbrk, Community financial solidarity should be both-more effective

and more equally distributed.
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The Commission has also takeh'into account the fact that the Community dimension

will be ' further enhariced as the result of the accession of two new Member States

whose economic and social situation will tend to aggravate a number of existing
problems. '



- 42 -

18, The major effort concerns the common agricultural policy.

Taken as a whole, the reéuit of twenty yearé of the application of the C.A.P.

is positive.

The objectives set by the Treaty of Rome - be it security of food supplies,
satisfaction of censum-er_s' requirements, increased productivity or higher farm

incomes — have been achieved.

Set against the objectives and the results achieved, the total cost of the
common agricnltural poh.cy, which carrespond.s t0 0.5% of the (’;ommum.ty”s

GDP, is not excessive. Renationalization would cost Member States more.

Bvery country needs an agricultural policy and it is worth remembering that the -

policies pursued by the Community®s main competilors are just as costly.

19; The Commission considers - indeed this was emphasized in the terms of

the mandate ~ that the {three interrelated principles on which the common
agricultural polidy is based - market nnity, Community preference and

financial solidarity -~ remain essential. It is neither possible

nor desirable to jettison the mechanisms of the common-agriculiural policy but.

on the other hand adjustments are both possible and necessary.

Technological progress and the play of the market organ1zat1ons mean that

the Conmunity is now more than self-sufficient for most major products.

The imperatives of sound market management; combined with budgetary comstraints,’
therefore call for improved control of the unwelcme effects of the operation

of market organizations.

20. The Camnission bas accordingly come to the following conclusions:

- faxm income considerations, important though they may be, cannot be the

sole point of reference for fixing guaranieed prices;

= it is neither economically sensible nor finaucially possible to give

producers a full guarantee for preducis in structural surplus;



21,

-~ given the Comimmity?s degree «f self-sufficiency for most agriculfural
products and bearing consumers? interests in mind, prices must reflect

market realities more than they have in the past.

Having considered all the alternatives, the Commission recommends that

‘future decisions in respect of the common agrfcutturaLApoLicy shoutd be based

on the guidelines set out below, which should be combined

to achieve the objéctives set by the Treaty at as low & cost as,péssible:

+ a price policy based on a narrowing of the gap between Community prices
and prices applied by its main competitors in the interests of
competitiveness and a hierarchy of prices designed to improve»the
balance of production; / '

« an active eiport policy which would honour. the Compunity's international
commitments;

+ modulation of guarantees in line with Commmity production targets;

. an activestructurespolicy tailored to the needs of individual

‘agricultural regions;

" » the possibility of income support subsidies to certain producers in

specific circumstances;

o+ improved quality control at Community level and tighter financial

control by the Community in the management of EAGQOF expenditure;

» stricter discipline in relation to national aias vo avoid undermining
Community policies.
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22. The policy of common prices remains a central instrument of a common

agricultural policy.

But this policy presupposes . . _ the smooth operation of.the
European Monetary System and a significant alignment of inflation rates.
National and Community policies promoting this alignment will make it unnecessary

for price decisions to allow for widely diffeéring national situations.

Price policy must reflect trends on the world market more than it has in

" the past. The Commission is well aware that world prices can develop

erratically. This is why the practical implementation of such a price policy will
vary fram product to product. The Cammunity's objective should be the

rradual alignment of guaranteed prices on prices ruling on a better organized
jorld market. This would make it possible to take advantage of increases

in productivity and avoidwindfall profi£s.

To this end the Community should pursue a rigorous policy with regard to
prices within its frontiers and adopt a more active export policy designed
to stabilize world prices by means of cooperation agreements with other major

exporters. .These could be supplemented by long-term export contracts.

A trade strategy of this kind would encourage the emergence of a strong,
well-organized agri-food industry. At the same time it would not damage the

interests of developing countries.

The Commission should also monitbrvimports that might cause market

imbalances - and see to it that its commercial and agricultural poliéies
are mutually consistent.
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23, Producers must be made more aware of market realities than they

have been in the past. To this end production targets in terms of volume
must be set for every sécfor at Community level. Once these are reéched
producers would be required to contribute or the intervention guarantee
could be reduced. '

These targets would, of necessity, integrate projécted market trends and

the degreé of gelf-sufficiency desired. They would also allow for imports
flowing from the Community's international éqmmitmeﬁts and its concern to

take its place as a structural supplier on a world market which is persistently -

in deficit for a number of essential commodities.

24. Production targets and intervention arrangements would vary from product

to product.

’for sugar, an effective system is already in operation. For éereals, where
the Community's most efficient farms can compete at world level, paymeni of
" a lower intervention pricé for tommages above a production target;
corresponding roughly to domestic consumption, would give a boost to the

most competitive farms and cut the cost of intervention.

‘Por milk products, the Commission consideré that the objective of ;ontrotting
prodiuction can only be achieved if the principle of co-responsibility is extended.

If this is not done, other measures will -be inevitable.

25. The Commission considers that these changes should be accampanied by’
a rigorous quality control policy.

Moreover the Commission should be given its own powers of control in managing

the agricultural funds for which it is responsible.
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26, The Commission's guidelines on prices and production cannot be
applied in a vacuum, ignoring the ircome problems of certain producers.

This is why it is proposing the iQtroduction, in ceryain specific cases,

of direct income subsidies which, given the cost, would be confinéd to

small producers. A decision on the grant of such subsidies would be taken
by the Community in line with Community criteria. On this basis a Community
contribution to their financing - could be envisaged. v

27. 'The problems of producers in regions with a natural handicap must be
seen in a different context. The Community has already taken action on the

problems of mountain and peripheral aréas.

But the problems of the Mediterranean area merit sbecial consideration

given the impbrtanée of agriculture in its econamy. The market and
structural components of the common agricultural policy should help to improve
the situation. But they carmot take the place of other policies or deal
alone with a series of questions  which reflect a particular econamic
context. |

28. Any solution to current difficulties in Mediterranean agriculture must be based
on changes in depth in the attitudes of producers and in production structures.
while recognizing that results will také'time, the Commission intends to propose
that there should be a number of medium~term Communitywprogramhes‘covering an

integrated policy for incomes, markets, production and structures.

2% 1In making its contribution to a solution of the difficulties facing agriculture
the Community must keep two principles in mind: equivalence and equity.‘ Equivalence

means that, in line with the basic principles of the Treaties, the common
‘agriculturat pbticy must apply without discrimination to Mediterranean products.
Equity - means ‘that change cannot be allowed to tead to a drop in Living

“standards for those involved.
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30. The Community programmes for the Mediterranean t6 be prepared by the
Commission w1LL involve’ both the Community's f1nanc1al and egricuLiuraL

" instruments. - They- will be devised in close coLLaborat1on w1th thé Member
-States concerned so as +to incorporate the ob3ect1ves of national and reg1onaL

plans., They will be presented to the Council and Parl1ament before the end of 1982..

31s - These guldelrhes for reform of the common agrlcultural policy leave

the pr1nc1ples on which it is based intact. They introduce the adJustments

whicﬁ must be made to market management if  perverse effects of gains

in productiv1ty for consumers and the Communlty's budget are to be avo1ded.r

If the guidelines are agreed, their application will mean that

agricultural spendlng in the years ahead will grow less rapidly than theCommun1tY S
own resources, - making it possible t¢ release addltional resources to

reinforce Community solldarlty in other sectors.

32. The regional and social policies are an expression of this solidarify,

- which takes on a new urgency in the present economic and social climate.

All the instruments avallable to these- pOllCleS have expanded rapidly

in recent years: in 1981 the budget is providing some 3 000 million ECU for
vregional and social activities., This amount, Severely limited in comparison with
riational budgets, leaves little room for flexibility in attalnlng,the

objectives of the Funds. Admittedly, to this should be added around

4 000 million ECU by way .of Community bofrowing and lending'operations.
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33. That these instruments have proved their worth is shown by their
rate of expansion and the heavy demand within the COmmunity'for %he
facilities which they provide. But there is copsiderable room for
improvement in their efficiency. This need can be met by concentrating
efforts on the areas of gravest difficutty,Aby combining the targets and
interventions of the various Community instruments, and finally by
coordinating them with national measures to ensure that Communlty aids
are additional to national ones.

34, The regulations and procedures governing the Regional and‘Social

Funds provide for their revision by the end of 1981 and in 1982 respectively.
The Commission sets out here a framework for these revisions which will be
elaborated in detail at the appropriéte time. If also presents some

guidelines for the future of the borrowing and lending mechanisms.

35 The reduction: of regional imbalances remains a priority Community
objective. Responsibility in this field lying largely wi?h'national
and local authorities, the Community has to base its actions on a wide
range of instruments not exclusively of a financial nature. The 7
coordination of national regional pdlicies and regional aid systems
with the 1ntervent10n of the Community's Regional Fund are
partlcularly important, as is the significance attached to regional

impact in the definition of other Community policies,

36. As far as the Regional Fund itself ié.concerned, the Commission
believes that major changes should bg made to enhance the effectiveness
of its interventions and increase its impact., There.is a strong case

for greater concentration of the Fund's budgetary resources, which are
and are likely to remain inadequate to cope with the development problems

that will increasingly face the Community as it continues to enlarge.
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The section of the Regional Fund at present divided into national guotas
‘should be adjustea to focus even more on regions suffefing severely

from structural underdevglopmentl.

. The proportion of the Fund'sAresourcés allocated to the sec%ion which
is not divided into national'qﬁotas.(the non-quota section) should be
substantially expanded. Intervention will be directed moré.selectively
to the regions of the Commmity burfently'suffering;mpst from serious
pfobléms of industrial decline or from the effeéts of cerﬁain Commﬁnity

.policies,

1Including Greenland and the French overseas departments.
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Changes in the working and operating criteria of the Fund should
include feplacing~support for isolated projects by a new system of
cb—finaqcing’with Member States of regional infrastructure programmes
and regional investment aid schemes, which would incorporate the

individual, Community-aided projects.

37. -Community solidarity must also mbe expressed in‘the social sphere, in line
wifh economic and social policy objecfiVes. Priority should henceforth be
given to job creation. ° The

traditional role of the Social Fund, which is to increase the geographical

and occupational mobility of workers, will bé of greater importénce in

the future.

The Community will need to make a special effort in regions where
traditional indusfries are.concentratgd,' Qith the aim of developing a more
imaginative approach to the labour market. Moreover the Social Fund

must be given the necessary resources to ensure that the Community's
workforce can adapt adequately and in good time to the jobs which will

‘be created by exploiting new areas of growth and local economic potential.

The Social FPund will therefore have to promoté integrated training and
empioyment programmes, specifically adapted to local and regional
economic conditions. With this in view, the current administratively
cbmplex range of interventions should be reviewed. ¥ew emphasSis
should be given to job creation, including aids to essential suppori
services in the field of information, guidance and technical assistance
and in preparing young people for working life. In addition, the use
of integrated programmes would enable a much closer relationship to be
established with other Community Funds and with national sources eof

assistance.
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If it is to act as an effective driving force, the Social Fund must be

"allocated sufficient resources fo'produpe a real increase in employment
measures, and particularly in the volume of training. To ensure that the
Fund's operations can be concentrated on essentials and its efforts
céordinated, it should be freed from the constraints which have-hitherto
limited its effectiveness. With this in mind, the. Commission intends to
present proposals for injecting greater flexibility into the ’fundsffqrmat

operating procedurés.

38. In the Cammission's view appropriations for the two Punds will have
to grow faster than the general budget as a whole if they are to attain their-

objectives,

Here, as elsewhere, the Commiséion excludes the presentation of illusory

budaetary balances via the 1ntroduction of artificial Community policies.

39, While the Community cqn<bohtinue to increase the volume of its borrowing
and 1ending‘instruménts, the Commission considers that they must
be used to greétgr effect. In particular it recommends
- an increased emphasis on small and medium sized firms;
- the use of inferesfyshésidies in certain priority regions for major programmes other
than those linked to productive invesfhent projects; v ’ ' '
- the combined use of borrowing and lending instruments and the structural funds,
notably the Regional Fund, wﬁich is already in a position to finance some of the
interest subsidies mentioned above. .
40, The options and guidelines which.the Commission has proposed are
inevitably dependent on the Community's financial resources. The most effective
'use of available funds must be seen as a peémanent priority. The Commission cannot.
accept that an artificial ceiling be put on ouwn resources,land will  to propose

that they be increased when this becomes necessary to achieve agreed objec?jves.
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41. The Commission has studied the likely consequences of its recommendations for
the development of the Community budget. It is clear.that their implementation
could not have a significant impact for some time to come. The Commission has there-

fore proceeded to examine the budgetary position.

Scrutiny of the struciure of eipenditurel, dividéd into six main categories,
namely: ‘ '

~ administrative expenditure;
~ reimbursements;
- support egpenditure oh certain common projects (industry, energy, research, etc;);r
- structuralvexpenditure

(ERDF, ESF, BAGGF Guidance Section, etc.);
- aid to non-memher countries;

- EAGGF Guarantee Section,

shows that utilization of appropriations in the first five categories presents

no particular ﬁroblem for anerember State.

By contrast, an analysis of the destination of appropriations from the EAGGF
Guarantee Section,‘which forms the bulk of the budget, shows that under present
circumstances, the United Kingdom obtains a much smaller financial benefit’
from the CAP than the other Member States on account of the special features of
jts agriculture. Community solidarity demands that a remedy be found to this

inequitable situation.

1As identified in the reference paper presented by the Commission in 1979
(coM(79)462 of 12 September 1979). '
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42, The size of the imbalance fq be corrected could, -in the CommiSsiqn's
view, be assessed by comparing the United Kingdom's share of the Comﬁunity's
grosé national product with the‘proportidh it obtains of EAGGF Guarantee
Séction expenditure. On the bas1s of this data the amount‘of compensation
could then be estabL1shed foLLow1ng simple rules, us1ng a reference period
extend1ng over several years, and with a view to a fawrty high LeveL of
cofpensation. '

43. As this compensation would be provideda by the Gommunity itself, it

should be financed from the budget on the basis of the own resources system. -

44 . However, should this be rendered impracticable either by a delay in
taking the decisions needed to create new own reéources (exceeding‘thé’17
limit on VAT) or by the current trend in budget expenditure, the Comm1s31on
wouldenv1sagethat considerationbegiven +$o & subsidiary measure by which
the Member States which benefit more from the CAP than their British partner
would demonstrate ‘their solidarity. In practlce, ‘the compensailon could
be finance@ by'Member States other than the United Kingdom via abatements’
on their'recéipts from the Community, based on the payments they receive .
under the EAGGF Guarantee Sectlon. In establ1sh1ng the abatement
percentages, account should be taken of the proposals put forward by the
Commission in this report, o the effect that Community policies must

put emphasis on solidarity between the more prospergus'MbmberAStaigs and

the less prosperous (particularly Ireland, Greece and Italy).

45. The Commission considers that the néw measure should apply for a

iimited period, but lohg enough for the effects of the new guidelines it
proposes to be felt. The position would bereviewed before the compensation
system expires, notably when : a decision is taken on creating the

;additional own resources needed to implement common policies.
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The Commission ¢ould also propose amendments to the system if this was justified
by the development of the commort agricultural policy or other policies, or if

- practical difficulties emerged.

46. The funds made available to the United Kingdom - shoutd be used to finance acti-
vities in that couniry which accord with Camnunity policies and are-

designed to increase convergence of the economies.

"47. With regard io the existing financial.mechanisml based on the Councii
Regulatlon of May 1976, as adapted by the 1980 Regulation, the Commission
will make a report by the end of this year, in order that this mechanism continues

4n being if it is needed.

48 , The guidelines which the Camnission has just set out in response to

the mandate given to it on 30 May 1980 form a coherent package of measures
which both correspond to the framework which was given and can be appLaed in
a relatively short space of time. The 1mpetus given by the adoption of these
priority measures witi be a-key element in relaunching the whole deveLopment

of the Community.

49 . By its very nature, this report cannot hope o cover the complete shectrum
of Community activity. Many areas have scarcely been touched upon, such as
the Community's external relations, and particularly the effort which the

Community is making, and would like to increase, in the field of development aid.

T . o
Financial mechanism set up by the Council Regulation of 17 May 1976,

adapted by the Regulation of 27 October 1980.
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Becausé of ifs history, its geography, through-its power and its economic
needs,,the'Commuﬁity féces.the(wortd; wﬁefelfhe role it plays and‘the\
responsibilities it bears are hﬁghly regarded as a -source of hope and.
confidencé, especially in the developing éountries. A fulfilment of .

the political alliance entered into by each Membér'StateywiLt not only
strengthen the Community's internal solidarity but also- endow the
Community with the means to play more efféctivety the role its partners
expett of it. By,strengthening‘its position on the international -
economic stagé, the Comhunit} will be able - to make a confri—
bution to solving world problemQ.

50; A political decision is neéded if the Community iS‘tO‘bé relaunched.
. This means working together to find solutions wﬁich correspond to the
gen?ral interest. .The Treatfes,haue provided a method .and procedures

for advancing in this way. The Commission has started the process by

outlining the way forward. It is now for the 6thEr-instituti6ns to
commit themselves. ' ' ’



