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1. The tasks facing
the Community

The Community's tasks

Statements by Mr Anthony
Crosland and Mr Roy Jenkins

Mr Crosland, President of the Council

1.1.1. Addressing the European Parliament on
12 January, Mr Anthony Crosland,! the first Brit-
ish President of the Council, defined the medi-
um-term tasks facing the Community; we must
improve our sectoral policies, define and speed up
convergence to greater effect, determine the true
role of a Parliament elected by universal suffrage,
enhance further the Community’s influence in
the world and encourage enlargement without
compromising the Community’s ideals.

After tracing the development of relations be-
tween the United Kingdom and Europe and
highlighting the Community’s political weight
and its achievements, particularly in its relations
with the outside world, Mr Crosland spoke of a
certain disillusionment caused by the Commun-
ity’s failure to make sufficient progress in its
internal development.

‘QOur task is therefore to draw together into a co-
herent shape the various threads of the Commu-
nity’s development so far; to recognize realistical-
ly its setbacks or excessive ambitions, but also its
true achievements and the solid foundation that
these have laid; and to establish on this basis a
sense of priorities and strategic direction that will
serve us, not simply in the next six months, but
in the years ahead.’

For the President, the priority tasks lie in the fol-
lowing areas: sectoral policies, economic and
monetary union, political purpose and European
union, and the Community’s international influ-
ence.

Sectoral policies

1.1.2. On this first issue, Mr Crosland said: ‘I
refer in particular, of course, to agriculture, fish-
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eries and energy; for if we cannot begin to settle
these matters, the Community, while it will no
doubt survive, will decline into a state of per-
manent bickering, wrangling and mutual recrim-
ination... The common agricultural policy has al-
most reached an impasse. The review of the
common fisheries policy has not even approached
the heart of the controversy, on the internal re- |
gime. And there is no such thing as a common

energy policy.

There is naturally much wringing of hands over
this situation; and clever critics sneer at the -
endless hours which Ministers and Members of
the Commission spend in arguing over skimmed-
milk powder or quotas for cod and mackerel. But
of course from time immemorial the land and the
fish in the sea have excited the most violent hu-
man passions; and oil is perhaps a modern equiv-
alent as a primary source of wealth. Strong na-
tional interests are at stake, reflecting the liveli-
hood of thousands of our citizens. I know this
only too well, owing as I do my seat in Parlia-
ment—and so indirectly my Presidency of the
Council—to an English fishing constituency,
where fishermen cannot understand why they
should be condemned to the dole when British
waters contain over half the fishing stocks avail-
able for the Community as a whole.

So we shall need patience, understanding and a
great deal of Community spirit as we seek to
strike the right balance between specific national
interests and wider Community interests. And
yet the two sets of interests interlock. It is, after
all, a shared interest of all Member States that
the Community’s policies should work well.
Equally it is to the Community’s advantage that
the deep-seated interests of Member States
should be recognized and as far as possible ac-
commodated. It is in this spirit that we must
make progress in these three most crucial
areas...’

! Mr Crosland, the British Foreign Secretary, died on 20
February; he had been struck by a massive brain hacmorrhage
on 13 February.

Bull. EC 1-1977
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Economic and monetary union

1.1.3. “...1 turn, secondly, to the central econ-
omic question of internal integration within the
Community. There was always in the past,
whether in the context of economic and mone-
tary union by 1980 or of the more modest prop-
osals in the Tindemans Report, a widespread
hope and expectation that economic and financial
policy-making would steadily pass from the
hands of Member States into those of the Com-
munity. Thus would the Community be gradual-
ly transformed from a mere customs union into
a fully integrated economic union complete with
its own central bank, a single fixed exchange rate
and a growing harmonization of taxation.

But this has not happened; nor are we even
moving in that direction... The necessary condi-
tion was, at a minimum, a growing convergence
of standards of living and of inflation, and a pat-
tern of trade which did not produce persistent
surpluses and deficits. For measures of integra-
tion are readily possible only between economies
where living standards and economic perfor-
mance are broadly similar. Only on such a basis
could a common monetary and exchange-rate
policy rest. But the basis was drastically under-
mined by the cataclysmic events of 1973 and the
subsequent years—the oil price rise, followed by
an inflation and recession both unprecedented in
the post-war period.

Member States reacted differently to these un-
toward events. As a result, economic perfor-
mance grew more, not less, divergent ... The es-
sential basis for economic integration is therefore
wholly lacking ... Our economies, while all per-
forming at an excessive level of unemployment,
are diverging in other ways to an extent that in
practice rules out major measures of integration...

The attempts to achieve economic union have
foundered because the degree of divergence
which they sought to correct was beyond their
power to correct. This was conspicuously true of
attempts to attain a total or even a limited uni-
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formity of exchange-rate policy. The Regional
and Social Funds, valuable as they are, have not
had a significant impact in reducing the dispari-
ties in wealth and growth rates between different
regions of the Community ... We cannot hope to
achieve a better convergence or more integration
until. all our economies are once again on the
path of full employment and healthy growth.

That must be our priority for the next few
months. But we must look even further ahead
and start to devise new policies that will help us,
once we have left recession behind, to counteract
the uneven growth in the economies of Member
States. We should explore ways in which the
Community could help further to promote in-
vestment in those countries and regions where
the economic performance is below average. We
should explore, as finance ministers are already
doing, what contribution the Community can
make to greater exchange rate stability. We
should examine successor arrangements to the
Regional and Social Funds which would promote
a far more effective transfer of resources than
hitherto from richer to poorer regions. The more
the Community can succeed in putting building
blocks of this kind into place, the greater the
chances of getting its internal economic develop-
ment on the road again...’

Political purpose and European union

1.1.4. ‘We all recognize the need for a greater
sense of political purpose within the Commun-
ity... But at the same time we recognize that the
debate between federalists and confederalists is
now irrelevant and unreal. We do not know what
shape the Community will finally take; and to
seek to define it now will get us nowhere. This
was the insight which illumined the Tindemans
Report.

The Community is now a unique political institu-
tion combining elements of domestic policy, as
well as external policy, and with a built-in dy-
namism which has no parallel in other interna-
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tional organizations. This is due partly to the way
in which the Treaty of Rome was originally
framed; and partly to the way in which the Com-
munity has subsequently shown itself able to de-
velop its practices and institutions to meet
events. The Community is thus the creature
partly of a written constitution, a feature which
it shares with Latin and Napoleonic Europe as
well as the United States; and partly, and perhaps
increasingly, of a developing and almost instinc-
tive constitutional process, not dissimilar in
principle from that which has characterized Brit-
ish history. The dynamic motor of these develop-
ments is the dialectic between the national inter-
est, as represented by the Member States, and
the collective interest, as represented by the
Community’s institutions and particularly the
Commission. This dialectic is inherent in the
Treaty of Rome. But we find it also in the or-
ganic development of the Community’s institu-
tions, especially in the changing role of the Pres-
idency and the growing vitality of the European
Parliament.

These developments are perhaps as important a
landmark in European history as the emergence
of the secular nation State at the end of the Mid-
dle Ages. Just as European man at that time
could not possibly predict where Renaissance Eu-
rope would lead, so we are equally ill-placed to
say how the process set in motion by the Treaty
of Rome will culminate. While we must know
where we are going in the medium and short
term and set our priorities accordingly, a simplis-
tic and abstract goal-setting approach for the long
term is even less viable than before. What we
can do immediately—and in our Presidency we
shall do our best—is to make the Community
work as effectively as possible, thereby demon-
strating that it exists politically as well as econ-
omically, even if the emergence of a new political
structure is for tomorrow and not for today.

In one field, at least, we have an encouraging ex-
ample of practical political development. We now
have the prospect of making the Community a
more democratic institution when direct elections

The Community's tasks

to the European Parliament take place. A directly-
elected Parliament will be in a better position to
strengthen the democratic voice in the Commu-
nity. It will be better able to fulfil its existing role
in relation to the Commission, and it will no
doubt wish to influence the Council of Ministers.
As to the latter point, I am sure that it will be
conscious of the need to ensure a proper balance
between the three institutions of the Community
which propose, control and determine its policies.

Meanwhile, I for my part want to think hard
about the role and modus operandi of the Council.
I am conscious of the basic complication that this
role must be partly legislative, and akin to that
of a Parliament, but mainly executive, policy-
making and negotiating, and here akin to that of
a Cabinet. I doubt if any change of procedures
would make possible a distinction between these
various functions. Yet I am worried both by the
degree of detail which comes to the Council, and
by the sometimes higgledy-piggledy nature of
its agenda. However that may be, my crucial aim
will be the closest possible cooperation with the
Parliament and the Commission in the interests
of Community cohesion...’

The Community’s international influence

1.1.5. ‘Certainly the world more and more ex-
pects to hear the Community’s voice in interna-
tional affairs. Whatever our internal disappoint-
ments, the Community’s potential is enormous ...

In the field of external trade relations there is al-
ready much on our agenda. We shall shortly sign
agreements with the Mashrek countries and Is-
racl; with that the global Mediterranean ap-
proach, approved as long ago as October 1972,
will be virtually completed. Following my prede-
cessor’s visit to Belgrade in December our rela-
tions with Yugoslavia are assuming a profound
political importance. We certainly have a vital
role to play in the North-South dialogue, as the
CIEC has so clearly demonstrated. And in the
spring the joint Ministerial Council of the Lomé

Bull. EC 1-1977
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Convention takes place in Fiji. I can see good
possibilities for developing our relations with
other areas of the world, for example Latin Am-
erica. In relation to Japan, our recent experiences
show the value of our speaking with one voice
and demonstrated the influence which the Com-
munity exercises.

I want here to mention in particular the scope for
extending the common Community policies to-
wards the Soviet Union and Eastern Europe.
This is already happening naturally in some ar-
eas. For example, the common fisheries policy
means that the Community as a whole will need
to negotiate with the Soviet Union and some of
its partners about reciprocal access. The common
commercial policy puts in the hands of the Com-
mission the responsibility for negotiating trade
agreements with the Eastern European countries
as with other third countries...

Turning to political cooperation, there is a poss-
ible role for the Community, at the appropriate
moment, in Cyprus and in the Middle East,
though this must be in close concert with the
United States, and underlines the importance of
making early contact with the incoming Carter
Administration. And an area in which we shall,
I hope, see much hard work is in preparing a
common position on the Belgrade Conference to
review progress in implementing the Helsinki Fi-
nal Act of the CSCE; this follows on logically
from the close cooperation between the Nine dur-
ing the two years of negotiation of the Final Act
itself. All this surely demonstrates that whatever
the hesitations one sometimes feels in Brussels or
Luxembourg, no one in the world outside doubts
the collective importance of the Community.

Lastly, enlargement. This will absorb much of
the Community’s time and effort in the months
and years ahead, and will decisively condition its
development in both its internal and external
aspects for the rest of the century. It presents the
Community with perhaps its most testing chal-
lenge; though that challenge arises precisely be-
cause of the growing strength and attractive pow-
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er to which I have alluded earlier. The countries
knocking at our door feel that attractive power,
even though we occasionally doubt ourselves.

We must not underestimate the problems which
enlargement will involve. It will make the econ-
omic divergence between the countries of the
Community still greater. The gap in per capita
GNP between Germany and the United King-
dom is almost trivial compared with that between
Germany and Portugal, and the effort required to
bridge that gap will be correspondingly greater.
The demands on Community funds will be sub-
stantial, with obvious implications for the Re-
gional and Social Funds in particular.

Enlargement will also make it harder to improve
the overall operation of the common agricultural
policy. We shall need somehow to reconcile the
demands of French and Italian farmers with the
demands of farmers in Greece, Portugal and
Spain, without heaping an unacceptable burden
on Community taxpayers and consumers. Even
Roy Jenkins’ powers of congciliation are going to
be stretched to the full by this job of circle-squar-
ing. And there is of course the deep concern that
the Community might become looser rather than
tighter as a consequence of enlargement.

Why then enlarge? Because, simply, the political
benefits of enlargement outweigh all the practical
difficulties. I do not refer only to the accretion of
power which the new members will bring to Eu-
rope’s common pool. Far more important is the
new strength which enlargement will give to Eu-
ropean democracy. By sustaining the fledgling
democracies at the most crucial stage in their
evolution, we shall protect them against their
enemies within and without. In one part of the
world at least, we shall be able to say that de-
mocracy is a blooming flower and not a fading
one. In one part of the world at least, totalitar-
ianism, whether of the left or of the right, will
have suffered a decisive setback. Enlargement is
an investment in the democratic future of Eu-
rope; and in the long run the benefits will far
outweigh the costs...’
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Mr Roy Jenkins, President
of the Commission

1.1.6. Mr Roy Jenkins addressed Parliament for
the first time on 11 January, just a few days after
the new Commission' took office. The full text
of his speech is given below.

1.1.7. ‘Today is both an intimidating and a
moving occasion for me. Over a long span in na-
tional politics I have devoted much of my ener-
gies, and invested most of my political capital to
and in the cause of European unity. I have done
so instinctively because I felt it in my bones to
be the most worthwhile cause to which a Euro-
pean citizen could apply himself. But I have con-
stantly been able to fortify this instinctive belief
with the intellectual cement of seeing in detail
how few problems we are any of us able to solve
on a purely national basis.

Britain and the Community

1.1.8. Despite this deep, long-standing and’ ac-
tive commitment to the European cause, I have
never previously worked closely within the insti-
tutions of the Community. I recall a remark of
Winston Churchill. When asked what was his re-
lationship with the Church of England, he said:
“I could hardly be called a pillgr of the church.
[ am more in the nature of a burtress. I have sup-
ported it from the outside.” This being so, I now
enter the portals with some humility towards
those who have long worked within, but also
with the complete commitment and determina-
tion which is necessary in order to undertake any
great task.

[ am also aware of coming from outside in an-
other sense. I am the first President of the Com-
mission from a country which was not, alas,
present at the creation of the original Six. Britain
may still in some ways appear remote from the
heart of Europe. But Britain is now decisively a
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part of the Community, the decision confirmed
by an overwhelming public vote 19 months ago. It
was indeed the most recent, great popular victory
won by the European cause. That should not be
‘forgotten, either in Britain or elsewhere. I do not,
however, intend to be a British President. I intend
to be a European President. I do not of course
wish to deny my national origins. Anyone who
attempted to do that would be a narrow man,
with at least one dimension lacking. He would
also be a foolish man, particularly at a time when
the desire for local cultural identification, erupt-
ing within nation States but in no way necessar-
ily contradictory to the broader European con-
cept, is taking on a fresh force throughout many
of the Community countries.

We are of course all of us in large part a product
of our national, cultural, linguistic and political
background. That is one reason why we are able
to talk with meaning about the richness and di-
versity of Europe. As a result, we all want our
countries to benefit from the success of the Com-
munity. But here we are at a delicate hinge. To
wish to benefit from the success of the Commu-
nity is a very good thing. But what is quite dif-
ferent, and indeed highly undesirable, is con-
stantly to try to strike a narrow arithmetical bal-
ance as to exactly how much day-to-day profit or
loss each country is getting out of the Commu-
nity. The Community is not a betting-shop, or a
lottery stall, into which one takes one’s stakes
and hopes to come away with more than one
went in, but knowing always that the pool is
fixed, that nothing can be created therein, and
that a gain can therefore only be at the expense
of another member’s loss. Such a narrow ap-
proach would soon recoil upon the head of any
nation, rich or poor, which attempted to live by
it. The Community can and must be more than
the sum of its parts. It can create and give more
than it receives, but only if the Member States,
people and governments alike, have the vision to

Bull. EC 12-1976, points 1108 to 1112.
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ask what they can contribute, and not just what
they can get.

The Commission and Parliament

1.1.9. 1 also come before you as a politician, a
Minister intermittently—that tends to be the way
with ministers—over a span of 12 years, and a
parliamentarian continuously over a span of 29
years. I do not think that is a bad thing. The
Commission should be a political rather than a
technocratic body, constantly aware of the public
impact of its proposals, but combining vision
with practicality, efficiency with humanity. The
diversity of our respective backgrounds and expe-
rience will strengthen and broaden our ability to
do the job before us.

The Commission must also work most closely
with this Parliament. No doubt we shall occa-
sionally have disputes, but we, the Commission
and Parliament, are on the same side. Although
we have thought it right in this Commission to
designate a member with special responsibilities
for relations with Parliament, we should all of us
as Commissioners, have close links with Parlia-
ment, and be prepared to answer to you for our
various responsibilitics. We should none of us
seek to shelter behind an intermediary. Apart
from the Commissioner with special parliamen-
tary responsibilities, the budget Commissioner, as
has been historically the case with evolving Par-
liaments, may well also develop an especially
close relationship. His portfolio, I think, demands
a concentration of attention. And that is why we
have not associated it with a totally disparate
one, as was previously so. But the lead in rela-
tions with Parliament must be given by the Pres-
ident. I shall endeavour to the best of my abil-
ities to give that lead, and to establish close
relations with the political groups within Parlia-
ment. We are a coalition Commission, as is
wholly right, at least at the present stage of de-
velopment. And I shall therefore need to be a
coalition rather than a partisan President. I shall
be a partisan only for the unity of Europe.

Bull. EC 1-1977
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I attach the highest importance to the prospect of
direct elections. Europe is a political enterprise,
which we have so far endeavoured to advance by
mainly economic means. It is concerned with the
hearts of men and women and not merely with
the management of packages. Let us manage the
packages well, as we have mostly but not invari-
ably done in the past, but let us never forget the
objective and the purpose. We must therefore
greatly welcome the introduction of this new pol-
itical dimension of universal suffrage. For the tar-
get date to be missed would be a major setback.
The responsibility on any country which impeded
this development would be heavy and damaging.

The direct electiony of the Parliament will not in
itself, give greater legal powers. But it will have
greater moral authority. 1 believe that the best
contribution that the new Commission can make
towards this beneficent transition, which will
make a dramatic divide in the four-year lifespan
of the new Commission, is to anticipate this de-
velopment: to get used to treating the present
Parliament as it will treat the new directly-elected
one. I intend from here forward to inject into our
consideration of any proposal we put forward to
the Council the systematic and serious consider-
ation of whether it is one for which we can rea-
sonably expect the support of a majority in this
Parliament. So, allowing for the pull of leadership
as well as the response of democracy, do en-
lightened national governments behave. We will
do the same.

I have emphasized the high priority I intend to
give to Parliament. This, the first occasion on
which I address you, is the right moment to
make that emphasis clear. But I shall also be ad-
dressing you next month on the occasion of the
presentation of the Programme of the Commis-
sion. That speech—that February speech'—is ob-
viously the one in which I should go into the de-
tail of the policies which the Commission intend

! A chapter in Part One of Bull. EC 2-1977 will give the
main extracts of this programme-address and will also report
on the ensuing debate in the House.
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to pursue. None the less, I should like, at this
time, to set out some indication of the direction
in which I believe both the Commission and the
European Community should be pointing.

Distribution of portfolios

1.1.10. 1 most naturally start with the distribu-
tion of portfolios in the new Commission. In tak-
ing the decisions of the night of 6/7 January, the
Commission has sought both to give emphasis to
some developing and crucial policy areas, and at
the same time to try to bring, where possible,
greater coherence to certain key functions.

First, all the information activities of the Com-
mission have been brought under my authority
as President. It is, I believe, of fundamental im-
portance, especially in the lead up to direct elec-
tions, that the informative role of the Commis-
sion should be seen to have and receive a single
clearly collegial sense of direction and purpose.
This can best be done under the authority of the
President, and I am determined to try to ensure
a vigorous presentation to the public of the Com-
mission’s activity.

Secondly, over the lifetime of this Commission,
the Community will be making decisions about
those countries which seek membership. This is
a key task and the questions inherent in the fu-
ture enlargement of the Community are so im-
portant that we have thought it right to make it
a priority task, not the sole task, but a priority of
one Commissioner. But we have not approached
the creation of this portfolio for special responsi-
bilities solely on the basis of a single policy issue.
There is, in my view, a real need for a senior
member of the Commission to be in a position
to take on and concentrate on a wide and chang-
ing range of vital ad hoc issues of this sort.

Thirdly, the portfolio for employment and social
affairs provides for a greater concentration on the
problem of unemployment, particularly structural
unemployment, which confronts all member
countries, even the most economically successful
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of them. To ensure that the Commissioner re-
sponsible for these tasks can operate on a broad
enough canvas, we have linked the Tripartite
Conference with this portfolio.

Fourthly, there is the closely-related issue of the
manner in which the various financial instru-
ments available to help correct imbalances within
the Community are administered. There has, I
think, been too great a tendency to see the var-
ious Community funds in isolation one from the
other. The policy in relation to them should be
seen and coordinated as a whole.

Finally, in this field, we have decided substantial-
ly to reorganize the area of the internal market
and industrial affairs by bringing together the ex-
isting Directorates-General and placing them un-
der the authority of a single member of the Com-
mission. Industry throughout the Community is
undergoing a sustained period of rapid structural
change and it is therefore important that the
Commission services dealing with industry
should be brought under one hand and organized
as rationally as possible.

There are the principal changes in the shape of
the portfolios by which we have sought to em-
phasize the priorities as we now see them. But
there is one other aspect which, although it is
most clearly embedded in a single portfolio, is a
theme which should run through all Commission
responsibilities. The Community is designed to
protect and advance the interests of all its citi-
zens. Policies to safeguard the producer need to
be balanced by policies to safeguard the consum-
er. That balance has not always been struck in
the past. This means that we should give greater
weight to the protection of the consumer as well
as to that of the environment in which we all
live. The common agricultural policy can serve as
an example. In the difficult times which lie
ahead, the Commission must work to maintain
and improve the common agricultural policy. But
I believe we can best do this by showing clearly
that it can serve the common good by providing
stable supplies of food at reasonable prices, as

Bull. EC 1-1977
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well as stable markets for an efficient European
agricultural system.

The Community and the Member States

1.1.11. In short, we must seek to ensure that
the Europe of the Community, and especially the
Commission, which is its servant, is seen to
have, and has in fact, a human face which indi-
vidual citizens in Member States can both recog-
nize and trust.

The previous Commission under the dedicated
leadership of Frangois-Xavier Ortoli, has had to
operate for three-quarters of its mandate under
the pall of the most discouraging economic
weather which we have known for a generation.
In this climate they have brilliantly defended the
citadel. They have even with great courage and
skill made some successful forays out of it, par-
ticularly, but not exclusively, in the area of rela-
tions with the outside world, both developed and
developing. But essentially they have had to live
in winter quarters. I am bound to tell you that
I do not yet feel any stirring of the breezes of
spring. But what I do feel is that there comes a
time when you have to break out of the citadel
or wither within it. That time is now very close
upon us. Nor are the omens necessarily unpropi-
tious. The Member States have recently gone too
much their own way.

They cannot possibly congratulate themselves
upon the result. One aspect of the result has
>een a greater sense of apprehension, a greater
sagging of hope than Europe has experienced
since the beginning of its post-war resurgence.
Jut of this morass they may be more inclined to
isten to Commission proposals for the future,
rovided they are cogently, firmly and selectively
rresented. And across the Atlantic we have a
1ew President who has made it clear in his public
statements that he is anxious to work in partner-
ship with Europe as a Community. But what this
vill mean in practice, and how effectively we can
1ave an equal relationship across the Atlantic,

Bull. EC 1-1977
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will depend essentially on how seriously we take
ourselves as a Community. Our own attitude is
a prerequisite for the reactions of others.

The logic of working together must be clearly ar-
gued. The 25 years up to the end of 1973 were
among the most stable, prosperous and hopeful
in the whole long h1story of this continent. But
there is a paradox about this achievement. Pre-
cisely because we became so prosperous, and en-
joyed such a degree of political stability, we came
to take it for granted and to forget that the foun-
dations on which these rest are in reality ex-
tremely fragile.

We may forget also how our prosperity and sta-
bility were achieved, and in forgetting, behave in
ways which will put their continuation in jeop-
ardy.

The job to be continued

1.1.12. The truth is that the prosperity and sta-
bility which Europe has enjoyed are in large mea-
sure due to the vision and statesmanship of
those who created the European Community
in the late 1940s and 50s. But if our children are
to enjoy comparable prosperity and stability in
the 1980s and ’90s, this generation will have to
display the same vision and statesmanship as did
our predecessors. It is easy today to think in
terms of anniversaries. It is 30 years since the
first stirrings of the modern European Move-
ment. It is 25 years since the Coal and Steel
Community took up its tasks in this city of Lux-
embourg. It is 20 years since the signature of the
Treaty of Rome. It is also easy to praise the great
names of the past, and praise they certainly de-
serve.

Yet I believe that our duty at the present juncture
is not to invoke history, but to start once again to
make it: not to praise famous men by sitting idly
on the scaffolding of a half-finished building and
drinking toasts to those who laid the foundations
so well. The best tribute we can pay to them is
not praise them, but to emulate them—to get on
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with our job and add at least another storey to
the building. We cannot live indefinitely on the
triumphs of half a generation ago. If we do this,
we will ensure that the idea of Europe means lit-
tle to the hearts of the young, and is only an
evocative evening memory in the minds of the
middle-aged and the old.

We are indeed at a potentially dangerous junc-
tion of generations. Those who made the Com-
munity were mostly well advanced in life, but
they were sustained by a great wave of European
enthusiasm amongst the young, to whom the
conflicts and the suspicions and the narrow na-
tionalisms of the past were not merely repugnant,
but almost incomprehensible. It was the older
generation who had been brought up to hate and
distrust those whom they had fought who found
it difficult to bury the past. Now, if we are not
careful, it may be the other way round. It may
be the young who will yawn at Europe and only
their elders who will remember its great message.

That would be a most dangerous balance for the
future. And we must be determined to avoid it.
And that can only be done by showing that Eu-
rope has a direct relevance not only to the me-
chanics of our economies but to combating the
uglinesses and frustrations and injustices of
everyday life; and relating it too to the transcend-
ent purposes of world peace and human freedom.
We must graft the idea of Europe into the lives
of its people. No matter how technical are the
proposals which come before us, the prior ques-
tion we must ask ourselves is: ‘How will this im-
prove the lot of the European citizen? How in
particular will it affect those whose future seems
purposeless and unrewarding? Will it make them
more content at work? Will it indeed give them
a better chance of finding work? Will it make the
individual citizens feel that this Europe of ours is
not just an affair of professional politicians but is
a better place to live in, and thus attach the cit-
izens to its higher purposes, not as an abstrac-
tion, however noble, but as a continuum, extend-
ing from world influence to job opportunity?
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To underpin this public impact we must, of
course, endeavour to end the growing divergence
of the economies of the Member States. This
cannot be done overnight or by simple decree.
And it certainly cannot, and should not, be done
by asking the strong to become less strong and
less effectively managed. It is certainly no part of
our business to promote an equality of weakness.
Common disciplines and learning from success
are an essential part of the philosophy of conver-
gence.

But on this basis we must, like any civilized
community, help the weaker members. This is in
the interests of the strong as well as the weak,
for if the weak were to fall by the wayside an
essential part of the foundation of unity on
which the strong have built their prosperity
should be destroyed. Nor in my view should we
be too surprised that divergencies have arisen.
We would have been singularly lucky had they
not. What greater unity in the world, from the
Roman Empire to the United States of America,
would ever have been created if divergencies
were regarded as a recipe for despair? The test is
how we face them. Help for the weaker mem-
bers, provided they are also prepared to help
themselves, is one of the distinguishing signs of
the existence of a community. It applies to the
community of the family. It applies to the com-
munity of the State. And it must apply to our
Community of European nations. The larger the
Community the easier it is for the weaker areas
to be neglected. We cannot do this without ul-
timately destroying the Community.

The size of the stakes

1.1.13. And in all our activities we must re-
member our underlying political purposes. Oui
means are largely economic. But our end is, and
always has been, political. It is to make a Euro-
pean Union. It is to preserve and fortify ou
peace and liberty. It is to restore to Europe the
influence in the world which we have so wanton-
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ly thrown away in a generation of European civil
wars.

Much has already been accomplished. However
great may be our present difficulties, they are as
nothing compared with the problems which con-
fronted those who had to build afresh out of the
rubble and bitterness of the late forties.

Let us not bemoan too much. But let us at the
same time be aware of the size of the stakes. The
values of justice for all, individual freedom and
intellectual integrity, which were the norms of a
tivilized society, and to which can now happily
be added a sense of social fairness, are genuinely
at risk. There are not many countries in the
world which can be counted upon to sustain
them. We here represent about a half of that
number. If our Community cannot be made to
work, what can? If we, among the richest and
sertainly among the most favoured and talented
»f the populations of the globe, cannot learn to
vork together, what prospect is there for human-
ty? Or for a decent civilized life for ordinary
nen and women? These are the stakes and these
ire the issues. Let us approach them with an
iwesome sense of responsibility, but also with a
sourageous and determined optimism.’

wll. EC 1-1977

2. 1976 Agricultural
Report

1.2.1. In January the Commission published its
annual report! on the agricultural situation in the
Community (1976). It is on the basis of this re-
port that the agricultural price proposals for the
1977/78 marketing year were drawn up.

The Commission’s report emphasizes that agri-
culture was affected by two main phenomena in
1976: the repercussions of monetary instability
which led to a break-up of the single market and
the exceptional drought which seriously affected
agricultural production and farmers’ income in
several regions of the Community.

As in previous years the Agricultural Report takes
a general look at the situation, reviewing the gen-
eral environment of agricultural problems, the
factors of production, the various aspects of the
agricultural common market (trade, the situation
on the various agricultural markets, and obstacles
in the shape of monetary compensatory amounts
and State aid), the position of the producer and
the consumer, the financial aspects of the com-
n;c;n agricultural policy and lastly the outlook for
1977.

The general situation

1.2.2. Placing European agriculture in its gener-
al environment, the report notes with regret the
adverse effect on agriculture of economic diver-
gence and the resulting monetary instability.

World stocks of the main commodities, which
reached a relatively low level in 1975, generally
began to build up again in 1976 as a result of
good harvests. As regards prices of agricultural
products on the world market, the downtrend
which began at the end of 1974 and persisted
during the first half of 1975, was followed by an
uptrend for almost all products; in 1976 world

U The Agricultural Situation in the Community. 1976 Report
(report published in conjunction with the Tenth General Re-
port on the Activities of the European Communities). Brus-
sels, Luxembourg, January 1977.
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prices substantially exceeded the low levels of
1975.

The relative calm on the world agricultural mar-
kets did not prevent the Community from con-
tinuing to expand its trade relations and increa-
sing its contribution to the campaign against
world hunger.

The most serious internal problem facing Euro-
pean agriculture was the severe drought in 1976
accompanied by freak weather in the south of
France and in Italy.

The factors of production

1.2.3. As regards the factors of production,
where structural change is slow to come about,
the rate of change has slackened slightly as a re-
sult of the general economic recession in recent
years; but the main feature to be noted is the
persistence of very considerable structural differ-
ences between Member States, regions and farms.

Overall, farmers accounted for 8.7% of the labour
force in 1975, whereas their contribution to the
gross national product was under 5%. These new
figures emphasize, if such emphasis is still neces-
sary, the urgent need for the prices policy to be
accompanied by a structural policy.

Recent trends in the development of agricultural
structures in the Community reflect the follow-
ing inter-related phenomena:

(D The rapid fall in the number of persons aged
55 and over in the agricultural working popula-
tion, coincides with an equally rapid fall in the
number of farms of less than 20 ha. In so far as
the oldest farmers are usually concentrated on
the small farms, there is a fairly high correlation
between these two phenomena;

(i) The trend in the size of farms in recent
years shows that in some Member States it is
mainly farms of 50 ha and over which have in-
creased in number. This would seem to indicate
that the size of farms required for viable farming
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will continue to increase. It is also clear that the
biggest farms will continue to expand while the
smallest ones are disappearing.

The market situations

1.2.4. For the products subject to common
market organization, there were only minor prob-
lems in 1976 as regards adjusting supply to de-
mand in the case of cereals, rice, sugar, raw to-
bacco, certain fruits and vegetables and pigmeat
and there was a return to a more normal situa-
tion on the beef and veal market. While the
withdrawal of 800000 tonnes of apples is—it is
hoped—a cyclical phenomenon, the persistence of
the structural imbalance in the milk products and
wine markets and the emergence of marketing
difficulties for olive oil and colza were regrettable.

Despite the exceptional drought in 1976, milk
production continued to increase in the Commu-
nity and at the end of the year stocks of
skimmed-milk powder totalled over 1.1 million
tonnes and butter 260 000 tonnes. The cumula-
tive effect of the process is a cause for concerr
and the situation at the end of 1976 fully justifies
the Commission’s proposals for restoring balance
to this market.! As for the wine market its struc:
tural imbalance makes it comparable with the
milk products market and the Commission’s re:
port notes somewhat anxiously that at the end o
1975/76 stocks totalled over 75 million hl com
pared with production of 142 million hl in 1975

Lastly, in 1976, a warning light was triggered ot
the olive oil market; from the 1975/76 marketing
year held by the intervention agencies, onl
26 000 tonnes of olive oil had been sold by the
end of October 1976.2 It should, however, bt
pointed out that the depression on the worlc
markets in these products is a major cause of the
present difficulties whereas the imbalances on thy

1 Bull. EC 10-1976, point 2229 and Supplement 10/76 —
Bull. EC.
2 By the end of the year sales had reached 44 000 tonnes
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wine market and above all on the milk products
market are mainly internal and call for immediate
and radical treatment.

The consumer and the producer

1.2.5. The position of the consumer of agricul-
.ural products was influenced by the general eco-
10mic situation and the drought in 1976, but the
ong-term trends continued while certain national
lisparities remained. Fruit and vegetables, sugar,
lurum wheat, vegetable oils and fats, meat, eggs,
‘heese and fresh cream continued to increase
heir share in the European consumer’s food bas-
tet, while the relative shares of potatoes, bread
srains, butter and fresh dairy products other than
rream declined. Except in the case of certain fruit
ind vegetables affected by the drought the com-
non agricultural policy managed in 1976 to con-
inue to ensure security of supply for staple foods
it relatively reasonable prices, despite large imbal-
inces on the sugar, beef and veal, potatoes and
nilk markets. Moreover, this quantitative action
vas accompanied by qualitative action in improv-
ng consumer protection and information.

)n the supply side, the value of final production
iy volume which was down 2% in 1975 on the
974 level, again showed a downward trend in
976, primarily because of the drought which par-
icularly affected cattle farming, summer cereals,
ugar beet and certain vegetables, while the price
f inputs rose considerably. It can therefore be
aid that between 1974 and 1976 producers’ in-
omes fluctuated considerably from year to year,
/hile at the same time disparities between re-
ions and between types of farming became more
1arked. To cope with the special situation in
976, a number of measures were taken to assist
roducers, at regional level (national or Commu-
ity aid following the drought), or Community
svel (storage of milk products, distillation of
/ine, protection at frontiers, slaughtering pre-
lums, etc.).

ut one of the basic principles of the common

ull. EC 1-1977
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agricultural policy as far as both consumers and
producers are concerned—the unity of the mar-
ket—was again seriously breached by the eco-
nomic and monetary disorder which continued
and became even worse in 1976. On 31 October
there were seven monetary zones and the rates of
monetary compensatory amounts ranged from
+9.3% for Germany to —40.6 % for the United
Kingdom. Justifiably concerned by this situation
and as still no progress was being made towards
economic and monetary union, the Commission
presented to the Council a number of proposals
for restoring a certain degree of unity in the
agricultural common market and cutting the bud-
getary costs brought on by such a situation.

The financial aspects

1.2.6. In 1976 expenditure earmarked or effect-
ed by Member States and the Community to
finance the agricultural policy amounted to a to-
tal of almost 17000 million u.a., representing
about 249% of final agricultural production.
About 37 % of this (6 000 million u.a. or 0.59% of
the Community’s gross domestic product) com-
prised expenditure charged to the Community
budget. Expenditure by the EAGGF Guarantee
Section was estimated at 5800 million u.a. for
1976, over 10% of it going on monetary com-
pensatory amounts. Although one-third of the
Guarantee Section’s expenditure in 1976 was ear-
marked for milk products, expenditure on sugar,
beef and veal and fruit and vegetables together
with expenditure involved in applying the system
of monetary compensatory amounts showed the
largest increase compared with 1975, while agri-
cultural levies and contributions rose from 590
million u.a. in 1975 to 911 million u.a. in 1976.
Guidance Section expenditure estimates for 1976
totalled 325 million u.a.
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3. Agreements with the
Mashrek and Israel

1.3.1. The establishment of the Community’s
policy with regard to the southern and eastern
Mediterranean countries was brought virtually to
completion at the beginning of 1977 with the
signing of the cooperation agreements with three
Mashrek countries (Egypt, Jordan and Syria) and
the additional and financial protocols with Israel.

These agreements are a practical expression of
the undertakings on Mediterranean policy given
by the Summit Conference of Heads of State or
Government held in Paris in October 1972.! The
signing, within a few days of each other, of
agreements with three Mashrek countries and
with Israel also reflects the desire of the Nine to
develop balanced economic relations with the
Mediterranean coastal States in this particularly
‘sensitive’ area of the world. All that remains
now is for a similar agreement to be concluded
with Lebanon;? here again early 1977 will have
been a milestone since negotiations with this
country will begin on 15 and 16 February.?

Cooperation agreements with
the Mashrek countries

1.3.2. The agreements signed on 18 January?
with three of the Mashrek countries (the Arab east)
follow in the wake of similar agreements signed
in April 1976% with the Maghreb countries (the
Arab west): Algeria, Morocco and Tunisia. They
are one aspect of the Community’s overall Med-
iterranean approach.’

They strengthen the ties of cooperation between
the Community and the Arab world already est-
ablished with several member countries of the
Arab League which signed the ACP-EEC Con-
vention of Lomé® (Mauritania, Somalia and Su-
dan) and also through the Euro-Arab dialogue.’
More generally, they come within the framework
of Community policy towards developing coun-
tries.
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These are not in fact the Community’s first con-
tractual ties with Middle-East countries, but the
earlier ones were much more limited in scope
For example, an initial non-preferential agree-
ment with Lebanon signed in May 1965 (which
came into force on 1 July 1968) was regularly ex
tended, and then a second commercial agreement
of a preferential nature was signed in Decembe:
1972, but is was never ratified by the Lebanes¢
Parliament. Moreover, negotiations with Egyp'
resulted in December 19728 in the signing of ar
agreement on the gradual establishment of a free:
trade area and involving a number of tariff reduc
tions by both sides.

It was following the impetus given by the Parit
Summit in 1972 and the Community’s definitior
of its overall Mediterranean approach that nego
tiations finally got under way with the Mashrel
countries, and these were completed at the enc
of October 1976.°

Scope of the agreements

1.3.3. Aimed at establishing wide-ranging co
operation between the partners, the agreement
will combine the various measures which coul
contribute to the economic and social develop
ment of the Mashrek countries in the field o
trade, and in economic, technical and financis
cooperation.

The agreements being of indefinite duration, the;
provide a timescale for overall cooperation tha
will enable development problems extending be

1 Bull. EC10-1972, Part One, Chapter 1, point 11.

2 Bull. EC11-1976, point 2338.

3 Points 2.2.34 and 2.2.35.

;xgu]l. EC 1-1976, points 1301 to 1311 and 4-1976, poit
5 Bull. EC6-1973, point 2303.

¢ Bull. EC1-1975, points 1101 to 1105 and OJ L25 .
30.1.1976.

7 Bull. EC 5-1976, points 1101 to 1107.

8 Bull. EC10-1972, point 164 and 12-1972, point 93.

9 Bull. EC 10-1976, points 2332 to 2334.
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yond the short term to be tackled. Cooperation
ouncils, assisted when necessary by committees
f experts, will ensure a permanent dialogue,
vhich could also be set up between representa-
ives of political forces. Meetings are planned to
eview the results of the agreements and to con-
ider any improvements that can be made to
hem, the first round to begin in 1979, the sec-
nd in 1984,

iconomic, technical and financial cooperation

.3.4. The economic, technical and financial
ooperation provided for under the agreements
vill complement the efforts to be made by the
ountries in question in the framework of the ob-
actives and priorities of their development plans
nd programmes. Special emphasis is placed on
egional cooperation and the implementation of
ntegrated schemes, i.e. those which combine
everal types of operation (e.g. training, invest-
nent aid, trade promotion).

Jver and above the Community’s financial con-
ribution to the development of production and
he economic infrastructure of each country,
here is considerable scope in the following fields:
) marketing and sales promotion;

i) industrial cooperation, particularly by organ-
ring contacts between business operators, facili-
iting the acquisition of patents on favourable
arms, working towards the removal of non-tariff
arriers, etc;

i) encouragement of private investment;

v) cooperation in the fields of science, technol-
gy and the protection of the environment;

7) the participation by Community operators in
rogrammes for the exploration, production and
rocessing of the resources of the parties con-
arned, and any activities which would develop
1ese resources on the spot, and the proper exe-
ution of cooperation and investment contracts
oncluded to this effect between the respective
perators;
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(vi) cooperation in the fisheries sector.

The sums to be made available to each of the
three countries (EIB loans, loans on special terms
and grants) will come to a total of 170 million
u.a. for Egypt, 40 million u.a. for Jordan and
60 million u.a. for Syria. A financial protocol sets
out the procedures for utilizing the Community’s
contribution, for a period beginning as from the
signing of the agreements and expiring (as for the
Maghreb countries) on 31 October 1981; in addi-
tion to being a direct contribution by the Com-
munity in the development of these countries, it
will act above all as a catalyst for raising capital
from other sources.

These resources will be allocated to the partial or
total financing of investment projects in the
fields of production and economic infrastructure,
the technical preparation of these projects and
training measures.

The agreements explicitly provide for the possi-
bility of joint measures in which other providers of
funds or international financial organizations
could participate along with the Community.
This provision should allow in particular for tri-
angular cooperation with the oil-producing coun-
tries.

The catalytic effect which the Community’s fi-
nancial assistance could produce is another dy-
namic aspect of this cooperation. In this respect,
providers of funds will no doubt not only take
fully into account the interest of the projects
themselves, but will also bear in mind the gua-
ranteed access to Community markets as a fund-
amental factor for assessing the chances of ob-
taining a return on their investments.

Trade arrangements

1.3.5. The access to a wide market offered by
these agreements is a major asset for the indus-
trialization of the Mashrek countries. There will
be a 100 % tariff reduction as from 1 July 1977
for products other than those covered by the
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common agricultural policy, i.e. raw materials
and industrial products, including ECSC pro-
ducts.

There are some temporary exceptions to this rule:
imports into the Community of certain products
will be subject to ceilings until the end of 1979
as regards refined petroleum products, woven fa-
brics of cotton, phosphatic fertilizers and cotton
yarn. It should be noted that the exports of the
three countries to the Community contain a very
high proportion of non-agricultural products
(76 % for Egypt, 96 % for Jordan and Syria); for
the most part they are raw materials (crude oil,
cotton and phosphates) which are zero-rated by
the CCT.

Exports of agricultural products from the Mash-
rek countries are proportionately lower than those
of the Maghreb (especially Morocco and Tunisia).
However, under the agreements they will benefit
from a system of privileged access to Community
markets.

These tariff concessions, which vary between
409% and 80 9%, cover most agricultural exports.
They are howevér accompanied by certain pre-
cautions (quotas, import timetables, adherence to
the rules of the common organizations of the
markets, safeguard clauses) designed to safeguard
the legitimate interests of Community producers.

Community exports to the Mashrek countries
(1.8% of the Community’s total exports) will
benefit from most-favoured-nation treatment, al-
though exceptions may however be made with
regard to other developing countries. The agree-
ments do not require the Mashrek countries to
grant reciprocity immediately: they undertake to
consolidate the existing system, but may streng-
then their customs protection where necessary for
their industrialization and development needs.

However the liberalization of trade remains the
ultimate objective of the agreements, and the
measures which may be taken to this end must
be reviewed as the gap between development le-
vels narrows.
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The additional and financial
protocols with Israel

1.3.6. The additional and financial protocols be-
tween the Community and Israel' are the logical
follow-up to the agreement signed on 11 May
1975.

This agreement, which came into force on 1 July
1976, was limited to trade and strictly commercial
cooperation. The addition of these two protocols
transforms it into a comprehensive agreement in
accordance with the Community’s overall Medi-
terranean policy, and similar to the agreements
signed with the Mashrek countries.

Development of ties between the
Community and Israel

1.3.7. The ties which unite the Community
and Israel are—so to speak—as old as the EEC
itself. As far back as 1958 the Israeli Government
sought to open a dialogue with the Common
Market, and the setting up of contractual ties
with Israel was one of the Community’s first for-
eign policy measures.

The negotiations begun in 1962 resulted in the
conclusion of a non-preferential trade agreement
for a period of three years, signed in June 1964.
Before this agreement expired, Israel proposed
that existing relations should be developed; ex-
ploratory talks, followed by the negotiations
opened in 1968, culminated in the signing of
preferential agreement in June 1970. This new
agreement was seen simply as one more step
towards establishing even closer ties between the
Community and Israel. The prospect of the Com-
munity’s enlargement, and then the overall Med-
iterranean approach provided the opportunity tc
strengthen these ties.

! The two protocols were signed on 8 February 1977.
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The new negotiations, which opened in July
1973,! led to the conclusion of a wider-agreement
>ontaining, in addition to its trade provisions, a
section on cooperation. This agreement, which
vas signed in Brussels in May 19752 and came
nto force on 1 July 1976, has now been made
omprehensive with the signing of the additional
ind financial protocols which supplement it and
yroaden its scope.

\dditional protocol and cooperation

'.3.8. The most important new element in the
«dditional protocol is the development of cooper-
tion in relations between the Community and
srael.

Jnder this protocol, the aim of this cooperation,
iiven the objectives and priorities of Israel’s de-
relopment plans and programmes and the need
or integrated action through the converging use
f different measures, is to promote in particular:

) the development of production and economic
afrastructure in Israel, in order to foster the
omplementarity of the economies and the indus-
rialization of Israel;

i) sales promotion for products exported by Is-
ael;

ii) industrial cooperation, to be encouraged by
1€ organization of contacts and meetings be-
~veen industrial policy-makers or business oper-
tors, by easier access to technological know-how
nd facilities for the acquisition of patents or
ther forms of industrial property, by the elimi-
ation of non-tariff barriers to trade in industrial
roducts, etc;

v) complementarity in agriculture and fisher-
S;

') the encouragement of private investment;

1) joint projects in the fields of science, tech-
ology and the protection of the environment.

s for the future, two ‘appointments’ have alrea-
y been made (beginning of 1978 and beginning
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of 1983) when the Community and Israel will
meet to review the results and to decide what
improvements could be made to the existing pro-
visions.

A cooperation council replacing the Joint Com-
mittee set up by the 1975 agreement will be re-
sponsible for seeking ways and means of imple-
menting cooperation in the fields covered by the
additional protocol.

Financial protocol

1.3.9. The financial protocol, concluded for a
fixed period, is intended above all to promote the
industrialization of Israel. Through the European
Investment Bank a total of 30 million EUA of
loans is being made available to the authorities and
business operators of that country.

These funds—which will have to be committed
by 31 QOctober 1981-—may appear to be modest,
but they should be sufficient to attract other
sources of external financing, in the form of co-
financing.

With this financial assistance and the enlarge-
ment of the cooperation aspect provided for un-
der the 1975 agreement, the Community is mak-
ing a unique contribution to the economic and
social development of Israel, as part of the overall
and balanced approach to the problems facing the
countries in this part of the world.

! Bull. EC 7/8-1973, point 2308.
2 Bull. EC5-1975, point 2329.
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1. Building the
Community

Economic and monetary policy

Economic and monetary policy

Economic situation in the Community

2.1.1. In its last quarterly report (4/76) on the
economic situation in the Community, the Com-
mission noted that the lull in the recovery last
spring gave way later to a phase of moderate
growth. However, the disparities between coun-
tries grew sharper: export demand ex-
panded—though more slowly—everywhere, but
domestic factors continued to contribute to
growth in only a few Member States, while in the
others, real domestic demand remained weak.

For 1976 as a whole, the volume of the Commu-
nity’s gross domestic product grew by almost
4.59%, as against a fall of 2.2% in 1975. The
number of wholly unemployed remained high
throughout the year and the tendency for short-
time working to decline was actually reversed in
the autumn. On the average for the full year, the
unemployment rate (wholly unemployed) is esti-
mated at about 4.5%, as against 4% in 1975.

Most of the Member States had to contend with
increasingly severe constraints as a result of the
combined impact of several factors: the limited
scale of the revival of demand from outside the
Community, the rise in world commodity prices,
exceptional weather conditions and the difficulty
in reducing costs and scaling down budget defi-
cits. As regards price trends and payments bal-
ances, the differences due to the fact that the im-
pact of these constraints varied from country
to country were further amplified by major chan-
ges in exchange rates.

Despite the success achieved by a growing num-
ber of Member States—and especially by the Fed-
eral Republic of Germany—in their fight against
inflation, the rise in internal prices in the Com-
munity tended to gather momentum during the
second half-year. At the retail stage, for the full
year, it probably exceeded 10 % for the Commu-
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nity on average, compared with 12.5% in 1975.
The Community’s trade balance with non-mem-
ber countries deteriorated sharply early in the
year and in the summer. Despite the persistence
of substantial surpluses in the Federal Republic
of Germany and the Netherlands, it is estimated
that the Community’s overall current account
with non-member countries closed with a deficit
of some $9 500 million for the year as a whole.
compared with the modest surplus of $ 500 mil-
lion achieved in 1975.

The Commission notes that it is exceptionally
difficult to predict developments for the coming
year. The conditions which must be fulfilled i
equilibrium is to be maintained or achieved are
by no means the same in the various countries
and this factor, aggravated by others, for example
differences in output growth rates, is bound tc
inhibit expansion for the Community taken as &
whole. However, if the stabilization policies em-
barked upon by the deficit Member States are
successful and the level of economic activity does
not decline unduly in the surplus countries, in-
cluding the countries outside the Community
the Community’s gross domestic product shoulc
grow by some 3% in real terms in 1977. This is
not a high growth rate, and the labour marke
will suffer all the more because in most Membe!
States the slackness of growth will be largely ¢
matter of insufficient fixed investment. It is
therefore conceivable that the unemploymen
rate will rise a little.

Inflation should lose some momentum, especially
if the countries in which prices are rising fastes
succeed, despite the latest increase in oil prices
in making substantial progress on the price front
However, with regard more especially to consu
mer prices, there is at present little evidence to sug
gest that the slowdown will be sufficient, and the
spread of inflation rates will remain unduly wide
Externally, despite the foreseeable worsening ir
the terms of trade, the deficits should contract
for the Community as a whole, the balance o
payments on current account should therefort
stage a recovery.
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n its report, the Commission also examines the
najor economic policy problems which confront
he Community, imposing severe constraints on
he Member States in 1977: the need to reduce
nflation rates further, the need to achieve im-
sroved payments equilibrium, the problem of
stimulating investment, and above all the objec-
ive of lower unemployment.

nternational support for the
Jnited Kingdom

'.1.2. Despite various measures taken by the
dritish Government, developments in the United
Cingdom economy in the second half of 1976
vere unfavourable: Expansion lost a good deal of
nomentum, strong inflation continued, the pay-
nents balance deteriorated sharply, and unem-
loyment increased. The result of these develop-
nents—and also, to some extent, their
ause—was that sterling lost a good deal of
round on the exchanges, despite a heavy com-
nitment of official foreign exchange reserves.

n view of this situation, the British authorities
nade known their intention to draw on the credit
ranches still available to the United Kingdom
vith the International Monetary Fund (IMF) and
ipened negotiations in the autumn with the IMF
vith a view to agreeing economic policy objec-
ives which would be the conditions on which
he credit would be granted. On 15 December,
he British Government announced a recovery
rogramme including a reduction in public ex-
enditure (by £1000 million for the 1977/78 fi-
iancial year and £1 500 million for the 1978/79
inancial year), a reduction in the central govern-
nent borrowing requirement (of about £2 000
nillion for the 1977/78 financial year and nearly
:3000 million for the 1978/79 financial year) and
pecific objectives for domestic credit expansion
£9000 million for the 1976/77 financial year,
.7 700 million for the 1977/78 financial year and,
rovisionally, £6 000 million for the 1978/79 fi-
iancial year).

lull. EC 1-1977
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IMF credit

2.1.3. Further to the request for credit submitted
by the United Kingdom, the JMF proposed to the
‘Group of Ten’ countries! in December 1976 the
activation of the General Arrangements to Bor-
row (GAB) which they had made in 1962. Under
the Arrangements, whenever a country having a
large quota with the IMF requests credit in an
amount such as to raise liquidity problems for
this institution, the Fund may ask the GAB sig-
natories to grant it finance supplementing normal
IMF resourges.

After examination by a working party of the
OECD Economic Policy Committee and the
Group of Ten, which met on 21 and 22 Decem-
ber in Paris, the IMF proposal for the activation
of the GAB was endorsed. This means that the
Group of Ten (without the United Kingdom and
Italy) has placed at the disposal of the Fund ad-
ditional resources totalling the equivalent of 2 560
million SDR. A Swiss loan to the Fund of 300
million SDR was also negotiated.

Accordingly, the IMF Executive Board was able
to grant, on 3 January, a stand-by credit to the
United Kingdom, which is thus authorized to
buy, in 1977 and 1978, currencies in amounts not
exceeding the equivalent of 3 360 million SDR, or
about $4 000 million. This amount will be placed
at the disposal of the United Kingdom by the
IMF in successive tranches: about $ 1 150 million
at the beginning of 1977, after acceptance of
terms accompanying the granting of the loan (in-
dicated above), $ 750 million by November 1977,
but without exceeding a maximum figure set for
August, and the remainder in 1978, without ex-
ceeding the limits set out in the drawing sched-
ule. At all events there will be a meeting be-
tween the UK authorities and the IMF by 16
January 1978 at the latest.

! Belgium, Canada, France, Federal Republic of Germany,
Italy, Japan, Netherlands, Sweden, United Kingdom and the
United States; Switzerland subsequently joined the Group.
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Safety net for sterling balances

2.1.4. A few days after the granting of the IMF
credit, the Bank for International Settlements
(BIS) announced that extended negotiations had
led to general agreement, on 10 January, between
the Central Banks of the Group of Ten and Swit-
zerland on international support for the sterling
balances. The guarantee being provided is de-
signed to protect the exchanges from pressure li-
able to arise from sharp reduction in official ster-
ling balances (assessed at nearly $ 3 800 million at
the end of September 1976), to enable the process
of reducing the role of sterling as a reserve cur-
rency to be pursued in an orderly manner and to
give greater stability to the international money
markets.

The Basle Agreement includes the provision for
the United Kingdom of a facility of up to $ 3 000
million to finance over a two-year period net re-
ductions in official sterling balances from the fig-
ure reached at the end of December 1976; any
credits drawn by the United Kingdom would be
repaid over the following four years. However,
the BIS would call for assistance from the parti-
cipating countries! only if the amounts to be fi-
nanced exceeded its own resources, in which case
each of the countries would contribute to the fi-
nancing pro rata with the commitments accepted.
The United Kingdom is planning to help scale
down sterling balances by offering negotiable med-
ium-term foreign currency bonds to official ster-
Ting holders in exchange for their assets; any
such transactions would, however, be deducted
from the figure for official sterling balances as at
the end of December 1976, taken as reference
date in the Basle Agreement.

2.1.5. In a statement released on 11 January,
the Commission welcomed the granting to the
Bank of England of this major financial facility,
which ‘would help to prevent fluctuations in the
sterling balances jeopardizing the stabilization
policy introduced by the British Government’.

Mr Ortoli, Vice-President of the Commission,
stated that the Basle Agreement was further evi-
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dence of solidarity among the industrialized
countries, as a.result of which the world econo-
mic outlook and that of the Community in partic-:
ular, for 1977, could be viewed with more op-
timism. He added that the size of the sterling
balances had long been an obstacle to the normal
participation of sterling in efforts to build up ar
effective European currency system, and that the
agreement was therefore fully in line with Com-
munity interests.

Bank loan

2.1.6. Lastly, on 24 January, the United King-
dom authorities announced that the Bank of
England had concluded successfully its negotia-
tions with a banking syndicate led by thirteen of
the largest banks in the United Kingdom, the
United States and Germany with a view to a se-
ven-year loan on the Euromarket in an amount
of $1500 million.

Monetary Committee

2.1.7. The Committee held its 226th meeting ir.
Brussels on 25 January with Mr Pohl in the
chair. It resumed its regular review of the mone-
tary policies being pursued in the Member States
and examined, on the basis of reports submittec
by an ad hoc working party, the balance of pay-
ments and reserves situation in the United King:
dom and the economic situation in Ireland. It
also considered how far the economic policy con-
ditions attached to the Community loan granted
to Ireland in March 1976 were being compliec
with. Finally, it reviewed problems raised by the
proposals to apply the European Unit of Account
in the implementation of acts adopted by the in-
stitutions of the European Communities, and by
the proposal to set up a European Export Bank

! The Group of Ten (except the United Kingdom. Franc
and Italy) plus Switzerland.
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The alternates of the Committee met on 18 Jan-
uary in Brussels with Mr Littler in the chair to
begin work on that part of Mr Duisenberg’s pro-
posals concerning intra-Community currency ex-
change relations.

Internal market and
industrial affairs

Free movement of goods

Removal of technical barriers to trade
Motor vehicles

2.1.8. On § January the Commission transmit-
ted to the Council a proposal! to amend the
Council Directive of 6 February 19702 on the
type approval of motor vehicles and their trailers.
The proposed amendments take into account ex-
perience since the Directive was adopted in 1970
laying down the Community type approval proce-
dure for motor vehicles; the amendments cover
technical as well as legal aspects.

Legal aspects — One of the Articles of the 1970
Directive has been amended to require that when
1 manufacturer applies for type approval the
Member State must ascertain that his facilities
wre adequate. Under the provisions now in force,
sonformity of production examples with the ap-
sroved prototype is monitored only by spot
shecks; they are considered inadequate and are to
x replaced by a text intended to give the user
yreater protection. The proposal also provides
hat the makers of certain equipment not pro-
luced by the vehicle manufacturer and con-
iidered to be separate technical units, may put
hem up for type approval in isolation, i.e. with-
wut their being installed in vehicles; this means
hat the makers concerned must no longer have

3ull. EC 1-1977
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motor vehicle manufacturers as intermediaries.
Some of the amendments also require a Member
State to justify refusal of type approval and lay
down a specific procedure to be implemented
where a Member State invokes the safeguard
clause permitting refusal of approval for a vehicle
considered to be a hazard to road safety although
it complies with the requirements of the Direc-
tives.

Technical aspects — Here the proposed amend-
ments concern the introduction of a provision on
petrol consumption which will henceforth form
part of the type approval of motor vehicles, pur-
suant to the Council Recommendation of 4 May
19763 concerning the rational use of fuel con-
sumed by road vehicles. Certain additions to the
type approval certificate have become necessary
as a result of the adoption of more recent direc-
tives (e.g. on fog lamps), and because of technical
requirements which have to be met in certain
Member States but are not included in the EEC
type approval certificate.

*

2.1.9. On 14 January Parliament delivered its
Opinion on two Commission proposals to the
Council, one concerning ranges of nominal quan-
tities permitted for certain prepackaged products
and the other the classification, packaging and la-
belling of dangerous substances. '

Industrial structures and problems
Iron and steel
Entry into force of emergency measures

2.1.10. As decided by the Commission on
20 December 1976, the emergency measures,

' 0QJ C25 of 2.2.1977.

2 0J L42 of 23.2.1970.

> QJ L140 of 28.5.1976; Bull. EC 3-1976, point 2285, and
5-1976, point 2282.

4 Bull. EC12-1976, point 2257.
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provided for in the document on the Communi-
ty’s iron and steel policy' adopted in November,
were put into effect on 1 January in order to
meet the critical situation in this sector.

Shipbuilding

2.1.11. The Commission continued its at-
tempts, begun in December 19762 to obtain the
agreement of the Japanese Government to Com-
munity proposals for preventing regional imbal-
ance in new orders—but without practical, sub-
stantive results.

At the talks in Tokyo in late December, there
was some progress towards adopting joint and
sufficiently sensitive assessment methods. But
where the basic problem of accepting the pro-
posed discipline was concerned, Japanese Gov-
ernment representatives were non-committal and
continuously expressed the strongest reservations
concerning the proposed approach.

The Japanese attitude was confirmed at a meet-
ing of the OECD working party on 11 January.’
Although some undertakings on improving the
mutual information system were given, they
were subject to confirmation, and discussion of
the substance of the proposal was evaded. The
Swedish, Norwegian, Finnish and Spanish delega-
tions, however, fully supported the Community’s
move.

Bilateral meetings to prepare for the next OECD
working party meeting on 8 and 9 February have
since taken place, particularly on the occasion of
Mr Masuda’s visit to Brussels.*

Regarding the study of independent action to be
introduced if international cooperation proves in-
effectual, the Commission has continued its tech-
nical consultations with the circles concerned, in
order to gather as much material as possible so
that the necessary policy decisions can be made
quickly.
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The footwear industry

2.1.12. With a few reservations, Parliament
adopted a Resolution on 14 January approving
the proposal to carry out certain technological
research projects in the footwear sector’ submit-
ted by the Commission to the Council on 3 Au-
gust 1976.

Commercial and economic law

Community trade mark

2.1.13. The Commission is now in a position to
give practical effect to its memorandum of 6 July
on the establishment of a Community trade
mark.® The Working Party’ set up to examine
the memorandum completed work at its second
meeting on 11 and 12 January. The discussions
covered the following points: extending the pro-
tective scope of the trade mark, user obligations,
incontestability of the trade mark, exhaustion
and assignment of trade mark rights, cancellation
and counterfeiting procedures. The Commission
can now prepare a draft regulation on the basis
of Article 235 of the EEC Treaty.

Civil liability in environmental matters

2.1.14. A working party with a remit from the
Council to investigate the possibility of aligning
the national laws on environmental matters met
on 20 and 21 January 1976. The Council will be
receiving a report on the findings of its deliber-

Bull. EC 11-1976, points 1401 and 1402.

Bull. EC 12-1976, points 2261, 2330 and 2350.

Point 2.2.32.

Point 2.2.44.

Bull. EC 7/8-1976, point 2265 and OJ C 209 of 4.9.1976.
Supplement 8/76 — Bull. EC.

Bull. EC 11-1976, point 2117.
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ations, which concentrated mainly on the legal
problem of the civil liability of polluters towards
third parties in the same country or in other
countries of the Community.!

Customs union

Advisory Committee on Customs Matters

2.1.15. The Commission has decided? to alter
the composition of the Advisory Committee on
Customs Matters — set up on 7 November 19733
— which represents the different economic, trade
or social categories which have a particular inter-
st in customs matters.

Firstly, the representatives of industry will gain
in additional seat. Secondly, in order to provide
'epresentation on the Committee for the person-
1€l of the national authorities responsible for ap-
Jlying Community customs regulations in the
Vlember States, the Commission has decided to
wdd a new category, under the heading ‘other
»arties concerned with customs problems’, and to
jive it one seat.

lariff measures
Suspensions

.1.16. On 18 January? the Council adopted a
egulation temporarily suspending the autono-
nous CCT duty on certain agricultural products
riginating in Turkey. These duties are su-
pended, either totally or partially, until 31 De-
ember 1977, so as to ensure that Turkey re-
eives treatment at least equal to that granted to
eveloping countries and territories.

Juty-free entry

.1:1 7. The Commission has authorized® the
ialian Government to import, free of customs

ull. EC 1-1977
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duty, the prefabricated components required for
the construction of a school offered free of charge
by Switzerland to the town of Seveso, in order to
provide schooling for the children of displaced
families who have moved to a non-polluted area
following the contamination of part of this region
by dioxin as a result of the accident on 10 July
1976. Since the effect of this contamination con-
tinues to be apparent, the displaced families must
remain in the receiving area; however, the
schools available there cannot take all the chil-
dren, so it is essential to build a new one.

Competition

Restrictive practices, mergers and
dominant positions : specific cases

Formation of a joint venture

2.1.18. The Commission has taken a favourable
decision under Article 85 (3) of the EEC Treaty to
agreements made in 1970 by which Associated
Electrical Industries Ltd and Reyrolle Parsons
Ltd jointly established a company, called Va-
cuum Interrupters Ltd, to develop, design, manu-
facture and sell vacuum interrupters.

The Commission considered that the agreements
notified were restrictive of competition and in
breach of Article 85 (1) of the Treaty, because of
the fact that two leading manufacturers of
switchgear apparatus in the United Kingdom had
agreed to develop jointly one particular product
by means of a joint venture company, rather
than in competition with each other. However,

Point 2.1.33.

0OJ L 362 of 31.12.1976.
Bull. EC 11-1973, point 2101.
O] L21 of 25.1.1977.

OJ L5 of 7.1.1977.

OJ L48 of 19.2.1977.
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the Commission, in the circumstances of the
case, has exempted the agreements (as it may
under Article 85 (3)), subject to two conditions re-
quiring notification of any change in capital
structure and of any extension of the activity of
the joint venture, and valid from the date of ac-
cession of the United Kingdom to the EEC and
until 1980.

The vacuum interrupter is a sophisticated type of
circuit breaker at present in an early stage of de-
velopment and is for use in switchgear apparatus.
It has appreciable advantages in both efficiency
and durability over the liquid and air types now
in general use. It was these advantages that orig-
inally prompted firms in Japan and the United
States, and later in the United Kingdom, to take
an interest in the development of this type of ap-
pliance. However, even if the research were to be
successful in the long term, the cost of develop-
ment and design necessary was considered by the
parent companies to be excessive, not alone in
money but in technical skill, for them to engage
independently in it. The companies involved de-
cided the only practical way they could advance
the development was by a joint venture company
financed and staffed by each of them.

The new company will develop and make vacu-
um interrupters for incorporation into switchgear
apparatus, even that designed and developed by
other manufacturers of heavy electrical equip-
ment.

The Commission concluded that in this case the
consumer will get a durable and efficient inter-
rupter at reasonable cost, even though at present
of low power capacity only, and he may in time
be able to get models capable of handling higher
voltages, and is therefore assured of getting a fair
share of benefit of the joint venture. Further, the
Commission expects that the agreements should
put the switchgear industry within the EEC into
a better position to meet competition in the fu-
ture from outside the EEC in the sphere of
switchgear apparatus incorporating the vacuum
type interrupter.
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The position will be reviewed in 1980 when the
exemption now granted expires.

Fertilizer manufacturers abandon
restrictive practice

2.1.19. When reviewing the competitive situa-
tion on the Community fertilizer market! the
Commission found that the Belgian manufactur-
er Fison-UCB SA and the German manufactur-
ers Ruhrstickstoff AG (RSt) and Hoechst were
operating a reciprocal supply arrangement. It con-
cluded that the arrangement was incompatible
with Article 85/EEC; the companies concerned
have responded to the Commission’s objections
by terminating the arrangement.

The companies are major manufacturers of ni-
trogenous fertilizers, and particularly of that most
widely used in the Community, calcium ammo-
nium nitrate. Calcium ammonium nitrate is sold
in Belgium and Germany at list prices which in-
clude the cost of carriage to the station or port of
destination. The manufacturers grant rebates on
these prices at rates which are in practice uni-
form, so that net prices are the same within each
country. German prices are between 12 and 13 %
higher than Belgian prices.

The reciprocal supply arrangement operated as
follows:

Every month Fison sold RSt a quantity of cal-
cium ammonium nitrate agreed on by contract
The fertilizer was delivered, not in Germany, but
to RSt’s Belgian customers. The sacks in which
it was packed bore RSt’s name.

RSt sold Fison equivalent quantities which were
supplied in Fison’s sacks to Fison’s customers ir
Germany. The price for these reciprocal sales was
the same; it was calculated from the Belgiar
price, which was lower than the German price

1 Fourth Report on Competition Policy, point 145; Commis
sion Decision of 26.6.1976 ordering the Dutch selling agenc!
CSV to supply information: OJ L 192 of 16.7.1976 and Bull
EC 7/8-1976, point 2123.
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The two firms were free to determine the price
for sales to their own customers, but in practice
the price was always the same as, or only very
slightly below, that charged in the country of
destination. Actual carriage costs were compared
with the high costs which would have been in-
curred if each company had sold direct, and the
two companies shared out the difference.

Fison and Hoechst operated a similar system,
though smaller quantities were involved.

In the 1975/76 crop year the volumes traded un-
der the system represented roughly one-third of
the total quantities of calcium ammonium nitrate
exported by the firms concerned and roughly a
quarter of all exports to Germany and to Bel-
gium. Fison and RSt had planned that the sys-
tem would continue to operate in 1976/77 and
that the quantities would increase.

The companies allege that in the absence of the
system, the cost of carriage and poor profit out-
look would have prevented them from supplying
their export customers. They also allege that their
freedom to set their own prices remained intact.

The Commission held that the system restricted
trade between Belgium and Germany. It felt it
was quite inconceivable for long-term reciprocal
supplies between competing manufacturers to
continue if one of the two firms were to compete
with the other in such a way that the second
firm might fear for part of its market share. Even
in the absence of formal price collusion, the
Commission considered the system to be tanta-
mount to coordination between the companies on
distribution policy, with adverse effects on trade
between Member States.

Copyright

2.1.20. The Commission has acted on a com-
plaint by the Irish Government in the case con-
cerning ‘The Old Man and the Sea’: Ireland’s
complaint was that the Penguin edition of Hem-
ingway’s work was unavailable in Ireland and the
United Kingdom although it could be bought

Bull. EC 1-1977
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anywhere else in the common market. The Com-
mission reasserted its view that any clause in a
copyright licence which directly or indirectly re-
strains trade between common market countries
violates the rules of competition in the EEC
Treaty.

Jonathan Cape Ltd, to which copyright in ‘The
Old Man and the Sea’ had been licensed for the
whole of the Community, had sublicensed Pen-
guin Books Ltd to publish a paperback edition in
all Community countries except Ireland and the
United Kingdom.

Shortly after the Commission objected to this,
Cape entered into a new agreement with a differ-
ent publisher for Community-wide publication of
several of Hemingway’s works, including ‘The
Old Man and the Sea’. By virtue of this new
agreement a paperback edition will now be on
sale in Ireland and the United Kingdom, and the
Commission has closed the case.

Steel mergers

2.1.21. The Commission has authorized John-
son & Firth Brown Ltd, Sheffield, (JFB) under
Article 66 (2) of the ECSC Treaty, to acquire a
controlling shareholding in Dunford & Elliott Ltd,
Sheffield (D & E).

Both JFB and D&E are holding companies
which control undertakings engaged in the spe-
cial steels and engineering industries. Together
they would form the largest group in the private
sector of the British steel industry for the produc-
tion of special steel billets, bars and forging in-
gots. There would remain active competition
from other producers on the United Kingdom
market including, in particular, the British Steel
Corporation with its much larger production of
special steel products. In the case of special steel
bars, imports are a significant factor, accounting
for about 10% of the British market. The exam-
ination of the effects of the proposed merger in
the steel field has reached the conclusion, there-
fore, that it satisfies the tests for authorization
laid down in Article 66 (2) of the ECSC Treaty.
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The Commission also examined the proposed
merger in relation to products made by JFB and
D & E which come within the scope of the EEC
Treaty including, particularly, forged steel rolls
for use in rolling mills. On the available evidence
the Commission has concluded that there is no
case for opposing the merger under Article 86 of
the EEC Treaty.

State aids
Industry aids

Wool industry
United Kingdom

2.1.22. The Commission has decided not to op-
pose the measures to assist the restructuring of
the wool industry notified by the British Govern-
ment in October 1976. These measures partially
extend an aid scheme for the same industry,
which had been in force in the United Kingdom
since 1974 and on which the Commission had al-
ready taken a decision.

The Commission decided not to oppose imple- -

mentation of the measures, on the grounds that
they could assist operations for rationalizing firms
in the wool industry and the amounts involved
were limited.

State monopolies of a
commercial character

Alcohol '

France

2.1.23.  On 4 January the Commission decided
to take the next step in the infringement proce-
dure against France begun on 9 April 1976! by
commencing an action in the Court of Justice
under Article 169 of the EEC Treaty.
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By letter dated 14 September 1976 the French
Government asked for extra time to consider the
situation following notification of a reasoned
opinion on 15 July.2 On 4 January, however, the
Commission informed the French Government
that extra time could not be given. Article 37 of
the EEC Treaty being directly applicable, the
grant of extra time would be tantamount to an
authorization to maintain in force national legis-
lation which had in effect lapsed and to ignoring
Treaty provisions which alone governed the situ-
ation, even in the context of internal law.

Financial institutions
and taxation

Taxation

Indirect taxes

Tax exemptions
Derogation accorded to Denmark

2.1.24. On 18 January,? the Council adopted a
Directive authorizing Denmark to maintain until
31 December 1977 current arrangements concern-
ing turnover tax and excise duty exemptions ap-
plicable in international travel. This is a further
extension of the derogation granted to Denmark
by the Act of Accession and already extended by
one year on 20 January 1976.4 At the request of
the Danish Government, the Commission had
proposed a three-year extension of the derogation
with certain adjustments designed to reduce its
scope.’ The Council decided simply to extend the
present derogation, but by only one year.

Bull. EC 4-1976, point 2113.
Bull. EC 7/8-1976, point 2132.
OJ L 23 of 27.1.1977.

Bull. EC 1-1976, point 2112.
Bull. EC 12-1976, point 2141.
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Employment and social policy

Employment and vocational training

2.1.25. The Advisory Committee on Vocational
Training met in Brussels on 27 January and ex-
amined a report on the guidelines for the imple-
mentation of the common vocational training
policy. It next heard reports on the progress of
work by the Commission on the vocational reha-
bilitation of handicapped persons, and the stage
reached in the programme of work of the Euro-
pean Centre for the Development of Vocational
Training.

European Social Fund

2.1.26. The European Social Fund Committee
met in Brussels on 20 January and gave its opin-
ion on a Commission staff paper containing draft
guidelines for Fund operations on the 1977 finan-
cial year. The Commission should adopt these
guidelines in the near future in the light of com-
ments made by the Committee.

Social protection

Social security
Dynamization of social security benefits

2.1.27. On 12 January, the Commission sent to
the Council a communication concerning the dy-
namization of social security benefits. The docu-
ment was drawn up pursuant to the Council res-
olution of 21 January 1974! on the social action
programme? which made provision ‘progressively
to introduce machinery for adapting social secu-
rity benefits to increased prosperity in the various
Member States’.
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This communication sets out the problems stem-
ming from the present social and economic situ-
ation and new social policy trends in the Member
States.

Action against poverty
Pilot schemes

2.1.28. On 17 January, the Commission pre-
sented to the Council its first annual progress re-
port on the programme of pilot schemes and stu-
dies to combat poverty,> which had been ap-
proved by the Council on 22 July 19754

The report reviews the history and aims of the
programme and lists the twenty-one projects
elected, grouped in four categories: Community
action, action in favour of special groups, action
to improve social service institutions, and lastly,
the exploration of poverty (the latter consists of
two cross-national studies financed entirely by
the Commission). The nineteen other action re-
search projects were proposed by Member States to
the Commission which usually provides 50 % of
the finance involved.

Lastly, the Commission advocates continuing the
programme and proposes that new projects be
launched.

Health and safety

2.1.29. The Steel Industry Safety and Health
Commission met in Luxembourg on 25 January.
It approved the 1975 and 1976 annual reports,
the conclusions of its working group on the or-
ganization of accident prevention and of the
group on safety—oxygen lines (on the precau-

Bull. EC 1-1974, point 2210.
0OJ C13 of 12.2.1974.

Bull. EC 1-1975, point 2217.
Bull. EC 7/8-1975, point 2231.
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tions to be taken in preparing materials to be
used for oxygen gas under pressure). It also de-
cided to set up a working group on the meaning
and interpretation of accident statistics.

Lastly, at the request of the ECSC Consultative
Committee, it examined the proposal for a Coun-
cil Directive to harmonize Member States’ legal
and administrative provisions on posting safety
signs at work.! It felt that this Directive could be
applied in the iron and steel industry.

Paul Finet Foundation

2.1.30. The Executive Committee of the Paul
Finet Foundation met in Luxembourg on 14 Jan-
uary and sent a message of congratulations to its
new Chairman, Mr H. Vredeling, Vice-President
of the Commission, and expressed its gratitude to
Mr Jean Monnet who had given the Foundation
the amount of the Adolph Bentinck Prize, which
he had been awarded.

The Committee examined 470 applications and
awarded 324 grants totalling FB 2 695 000. Since
the Foundation was set up on 30 June 1965, fi-
nancial aid totalling FB 51975000 has been
granted to 6 315 children of workers in ECSC in-
dustries who had lost their lives as a result of an
accident at work or an industrial disease. The
1741 recipients of this aid had thus been able to
complete their vocational, secondary or university
education in better conditions.

*

2.1.31. At its 13 January sitting, Parliament?
adopted a Resolution on unemployment in Eu-
rope and delivered its Opinion on the progressive
extension of social protection to categories of per-
sons not covered or insufficiently covered by ex-
isting schemes. The Economic and Social Com-
mittee,® meeting on 26 and 27 January, delivered
its Opinion on vocational training for young
people who are unemployed or threatened by
unemployment.
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Regional policy

Financing operations

European Regional Development Fund

First allocation for 1977: 54.60 million u.a.

2.1.32. On 5 January, the Commission ap-
proved the first allocation of grants for 1977 from
the European Regional Development Fund, to-
talling 54.60 million u.a. The aid has been allo-
cated to 109 investment projects costing a total of
376.77 million u.a. In accordance with the Regu-
lation of 18 March 1975* establishing the ERDF,
the Fund Committee had been consulted on all
the projects and the Regional Policy Committee
on those infrastructure projects costing more than
10 million u.a. Funds having run out during the
1976 financial year, the Commission had had to
postpone the relevant decisions until 1977.

Table 1 gives a breakdown of the amounts
granted.

The 54.60 million u.a. break down as follows:

(@ 28.12 million u.a. to help finance 50 infra-
structure projects required to develop industrial or
tourist activities, comprising:

(i) 13.80 million u.a. to help finance 2 projects
costing more than 10 million u.a. each;

(i) 13.60 million u.a. to help finance 43 projects
costing less than 10 million u.a. each;

(iii) 0.72 million u.a. to help finance 5 infra-
structure investment projects in the areas referred
to in the Directive on mountain and hill farming
and farming in certain less-favoured areas.

OJ C96 of 29.4.1976 and Bull. EC 4-1976, point 2228.
Point 2.3.15.

Point 2.3.42.

0OJ L 73 of 21.3.1975.
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Table 1 — Grants from the ERDF (first 1977 al-

location)
Number of | Number of | Investments | Assistance
Member State grant investment assisted granted
decisions projects (million u.a.}| (million u.a.)
Ireland 2 6 29.87 3.19
Italy 12 74 24747 39.83
United
Kingdom 4 29 99.43 11.58
Total 18 109 376.77 54.60

The infrastructure investments assisted from the
Fund involve a total of 155.08 million u.a.

(b) 26.48 million u.a. to help finance 59 projects
relating to industrial, artisan and service activities,
comprising:

() 9.66 million u.a. to help finance 4 projects
costing more than 10 million u.a. each; and

(i) 16.82 million u.a. to help finance 55 projects
costing less than 10 million u.a. each.

The industrial and services investments assisted
from the Fund involve a total of 221.69 million
u.a.

Environment and
consumer protection

Environment

Civil liability of the ‘polluter’

2.1.33. The problems raised by the polluter’s ci-
vil liability vis-g-vis third parties—whether in the
same country or in another Member State of the
Community—were considered on 20 and 21 Jan-
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uary by a Working Party under a remit from the
Council. The Working Party is to look more
closely into the problems associated with ‘trans-
frontier pollution” and measures that may be en-
visaged in this field.

Sewage sludge

2.1.34. On § January the Commission transmit-
ted to the Council a proposal for concerted action
on a research programme on the treatment and
utilization of sewage sludge.! This substance is an
environmental hazard and, since its disposal is
extremely costly, the aim of the proposed pro-
gramme is to find suitable ways of utilizing the
sludge (e.g. as fertilizer) and of storing the non-
recyclable constituents inoffensively.

*
2.1.35. On 14 January? Parliament delivered its
Opinion on two Commission proposals to the
Council for Directives, one concerning the quality
requirements for waters capable of supporting
freshwater fish, the other concerning toxic and
dangerous wastes.

Consumer protection

Doorstep selling

2.1.36. On 17 January the Commission sent to
the Council® a proposal for a Directive concerning
contracts negotiated away from business pre-
mises, i.e. doorstep selling.

A proposal of this kind was envisaged in the
preliminary programme of the European Eco-
nomic Community for a consumer protection and
information policy adopted by the Council on 14
April 1975;* among the priority measures, refer-

Point 2.1.57.
Point 2.3.14.
0J C22 of 29.1.1977.
0OJ C92 of 25.4.1975.
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ence is made to protection against unfair com-
mercial practices, particularly in connection with
doorstep selling.

Whilst accepting the principle that traders have
the right to open negotiations with consumers
away from their business premises, the proposal
provides that where such contracts exceed a cer-
tain value they must be in writing. Furthermore,
the contract must contain certain items of infor-
mation explaining the basic terms of the contract
to the consumer.

The consumer also has a ‘cooling-off® period of
at least seven days in which he has the right to
revoke the contract. Other provisions are de-
signed to ensure that the exercise of this right is
not made too complicated or too disadvantageous
by any special wording of the contract.

Lastly, the Member States may adopt additional
provisions if they wish to provide greater protec-
tion for the consumer; these might relate to the
length of the cooling-off period, a complete ban
on the sale of certain goods or services away
from business premises, a prior authorization sys-
tem or measures designed to prevent contracts
from containing an incorrect statement of the
date of signature.

This does not prevent the Community from
adopting special provisions for particular types of
contracts, in such fields as consumer credit,
home-study courses, securities and insurance.

*

2.1.37. On 14 January Parliament delivered its
Opinion on Commission proposals to the Council
for Directives concerning EEC-approved plant-
protection products and a ban on the placing on
the market and the use of plant-protection pro-
ducts containing certain active substances.!

Agriculture and fisheries

2.1.38. Apart from day-to-day management, the
main event in January was the publication of the
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1976 Report by the Commission on the situation
of agriculture in the Community.?

After being notified of the measures to be taken
by the British Government in the pigmeat sector,
the Commission took action under the competi-
tion rules of the EEC Treaty.3

Measures in connection with
the monetary situation

2.1.39. On the monetary front, the first two
weeks of January saw relative stability in Mem-
ber States’ currencies, apart from the Italian lira,
for which the compensatory amounts were
changed by about —2.7 points. During the second
half of the month there was a clear improvement
in all the floating currencies, in particular the
pound sterling, for which compensatory amounts
were reduced by about five points.

Following this change and the alteration of the
representative rate to be applied in agriculture for
the Irish pound with effect from 17 January,* the
compensatory amounts for Ireland were consider-
ably reduced (the gap closed to 9.5 points at the
end of January against 23.5 points at the begin-
ning of the month).

Transitional measures similar to those taken after

the last devaluation of the Irish green pound in

October 1976, were introduced by the Commis-

sion on 14 January® for certain particularly sen-

sitive sectors, to avoid speculation and deflection

gf trade between Ireland and the United King-
om.

1 Bull. EC7/8-1976, points 2229 and 2256; OJC200 of

26.8.1976.
2 Points 1.2.1 to 1.2.6.
Point 2.1.47.

Bull. EC 12-1976, point 2242.
0J L 274 of 6.10.1976.
0OJ L 14 of 17.1.1977.
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Common organization of the markets

2.1.40. On 28 January the Commission ap-
proved! two regulations on the system of mini-
mum stocks in the sugar sector for the 1976/77
marketing year. The first regulation lays down
detailed rules for the application of the system of
minimum stocks introduced in the basic regula-
tion on sugar,? which is to be applied for the first
time on 1 February 1977 in most areas of the
Community. These detailed rules provide for an
obligation to hold minimum stocks at all times,
the assessment of these stocks and the calcula-
tion of the amount payable if the obligations are
not fulfilled. The second regulation fixes the flat-
rate amount provided for in the system of min-
imum stocks for the 1976/77 sugar marketing
year.

2.1.41. On 25 January? the Commission re-
pealed the protective measures applicable to ex-
ports of straw. These measures, which were intro-
duced at the end of July 19764 because of the
drought, remain in force for other fodder pro-
ducts such as hay and dehydrated fodder.

2.1.42. In the wine sector, a market which is al-
ways in surplus, the Commission on 25 January ?
fixed an additional rate for determining the
quantities of alcohol to be delivered as part of the
wine deliveries for the 1976/77 wine-growing
year.

2.1.43. On 12 January the Commission sent the
Council a proposal for a regulation for granting
aid for skimmed milk and skimmed-milk powder
for use as feed. These measures are part of the
197780 action programme to restore balance on
the milk market.’

A start was made in January$ on transferring to
the Italian intervention agency from the interven-
tion agencies of the other Member States
10 000 tonnes of butter and 40 000 tonnes of froz-
en beef and veal in accordance with the decision
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taken by the Council last October; the German
intervention agency transferred 5000 tonnes of
butter and 30% of the total quantities of meat
involved were available on 1 February.

2.1.44. As agreed in principle at the Council
meeting on 20 and 21 December,” the linked
sales system for beef and veal has been extended?
to certain other products; under a tendering
procedure to be implemented in February and
March, imports will be allowed, as a protective
measure, if linked with sales of boned beef held
by intervention agencies.

Fisheries policy

2.1.45. On 15 January the Commission present-
ed to the Council a proposal for a regulation de-
fining certain interim measures for the conserva-
tion of fishery resources relating to the activity of
vessels, use of fishing gear and the exploitation
of certain defined fish stocks.

The internal measures, which supplement the
proposals already submitted? are as follows:

(D) as regards fishing vessels, a ban may be placed
on vessels over 85 feet in length or with an en-
gine power of more than 1000 hp within 12 miles
except for those which have traditionally carried
on fishing activities in these areas; there is a ban
on transhipment at sea except in certain cases;
(i) as regards fishing gear: application of the
NEAFC (North East Atlantic Fisheries Commis-
sion) standards regarding the mesh of nets; the

use of a seine or trawling way be temporarily pro-
hibited;

OJ L25 of 29.1.1977.

Bull. EC9-1975, point 2224.

0J L 22 of 26.1.1977.

Bull. EC 7/8-1976, point 1304.
Supplement 10/76 — Bull. EC.

OJ LS of 7.1.1977 and L 8 of 11.1.1977.
Bull. EC 12-1976, point 2244.

Bull. EC 12-1976, point 1203.
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(i) as regards fish stocks: special conservation
zones may be established and a temporary ban
placed on the fishing of particularly threatened
stocks.

Structural policy

2.1.46. On 19 January the Commission adopted
a Decision on the implementation of the reform
of agricultural structures in the Netherlands'
pursuant to the Council Directive of 17 April
1972 on the modernization of farms.

On 31 January it delivered two opinions on the
draft provisions communicated by the Italian
Government concerning the reform of agricultu-
ral structures in Tuscany and Liguria.?

Conditions of competition

2.1.47. On 25 January the Commission decided
to initiate the procedure of Article 93(2) of the
EEC Treaty? in respect of the United Kingdom’s
proposed scheme of aid in the pigmeat sector. It
considered that this aid threatened to distort
competition and to affect trade between Member
States and could not benefit from any of the ex-
E:reptions provided for in Article 92(3) of the EEC
reaty.

2.1.48. On 20 January the Commission* pub-
lished its Decision requiring the Netherlands
Government to forgo implementing proposed aid
measures for horticulture under glass to offset
the increase in fuel oil prices, where the total
amount of the aid exceeds Fl 34.54 per tonne of
heavy fuel oil and FI 37.05 per thousand litres of
light fuel oil. These amounts are higher than
those authorized in the guidelines which the
Commission communicated to the Member
States on 25 June 1974 and 30 April 1975.

2.1.49 The Commission also decided on 12 Jan-
uary® that the draft Italian regional aid scheme to
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promote beet production in Campagna was not
compatible with the common market.

2.1.50. Finally, under Article 93(1) of the EEC
Treaty, on 28 January the Commission proposed
‘appropriate measures’ to be taken by the Mem-
ber States to abolish aid for the production of
isoglucose. It asked the Member States to discon-
tinue granting State aid or aid from State funds
in whatever form intended to encourage, directly
or indirectly, investments to develop the isoglu-
cose sector. It also decided that draft aids of this
kind notified under Article 93(3) of the EEC
Treaty would no longer be authorized.

*

2.1.51. At its 14 January sitting Parliament
adopted a Resolution on the marketing and use
of certain plant protection products containing
certain active substances. The Economic and So-
cial Committee,® meeting on 26 and 27 January,
delivered an opinion on the common agricultural
policy in the international context.

Transport policy

Approximation of structures

Opinion addressed to the Belgian Government

2.1.52. On 28 January the Commission de-
cided’ to address to the Belgian Government a
favourable opinion on a draft Royal Decree est-
ablishing a freight broker’s licence.

0OJ L33 of 4.2.1977 and Bull. EC 12-1976, point 2247.
Bull. EC 12-1976, point 2247.

0] C22 of 29.1.1977.

0J L 17 of 20.1.1977.

0J L 24 of 28.1.1977.

Point 2.3.41.

O] L 44 of 16.2.1977.
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The Commission reasoned that as the principles
underlying the Belgian draft, which seeks to im-
pose a number of licensing conditions concerning
probity, professional capacity and financial guar-
antees, are in keeping with the rules adopted by
the Council in the Directive of 12 November
1974! on admission to the occupation of road
haulage operator, the draft does not call for any
comments as to the substance.

This opinion was delivered pursuant to the
Council Decision of 21 March 1962,2 as amended
in 1973 instituting a procedure for prior exam-
ination and consultation in respect of certain
laws, regulations and administrative provisions
concerning transport proposed in Member States.

*

2.1.53. The Economic and Social Committee,* at
its meeting on 26 and 27 January, delivered an
opinion on the Commission’s proposal to the
Council on the harmonization of certain social
provisions relating to goods transport by inland
waterway.

Energy policy

Sectoral problems

Hydrocarbons

2.1.54. On 26 January the Commission adopted
a Decision implementing the Council Directive
of 4 May 1976 establishing a Community proce-
dure for information and consultation on the prices
of crude oil and petroleum products in the Com-
munity. These provisions concern the form and
content of the communications to be made to the
Commission by the Member States every three
months.

On the basis of the information obtained, the
Commission will draw up and send to the Mem-
ber States a quarterly digest of crude oil and pe-
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troleum product prices, and a comparative survey
of the trends in oil-supply conditions and ex-
refinery revenue. These papers will serve as the
basis for consultations between the Member States
and the Commission on the state of the market.

Research and development,
science and education

Recommendation on the implementation
of the JET project

2.1.55. Apart from the site, all the questions
still awaiting a decision in connection with the
implementation of the JET project were the sub-
ject of recommendations unanimously adopted
by the Advisory Committee on Fusion (ACF) at
its meeting on 18 January. These recommenda-
tions, which were addressed to the Commission
and the Council, relate to those points in the pro-
gramme on which a Council decision is still
awaited: costs and financing, the personnel and
the legal form of the project. This decision, which
could not be taken in 1976 owing to the cancel-
lation of the Council meeting originally planned
for 20 December$ is of vital urgency if the Com-
munity is to keep its technological lead in the
field of controlled thermonuclear fusion.

The ACF’ is composed of Government and
Commission representatives with responsibility
for nuclear and energy research. It is now under
the chairmanship of Mr Teillac, the French High
Commissioner for atomic energy and successor to

Mr von Biilow.
*

OJ L 308 of 19.11.1974.

0OJ 23 of 3.4.1962.

OJ L 347 of 17.12.1973.
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5 OJ L 140 of 28.5.1976 and Bull. EC 3-1976, point 2286, and
5-1976, point 2282.

¢ Bull, EC 12-1976, point 2265.

7 Bull. EC4-1976, point 2266.
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2.1.56. On 12 January, Parliament' adopted a
Resolution on the need to establish a site for JET
as a prerequisite for effective research measures
to secure the Community’s energy supplies in
the long term.

Science, research and development

Science and technical Research Committee

2.1.57. At its meeting on 24 and 25 January,
CREST continued with the work of defining con-
certed action projects of interest to the Commu-
nity on the basis of two draft projects. One relat-
ed to the processing and utilization of sewage
sludge (COST project 68), which was the subject
of a proposal presented to the Council on 5 Jan-
vary, and the other to the setting-up of an
oceanographical and meteorological data buoy
network (COST project 43).

CREST also resumed the discussion started on 5
November 19762 on the continuation of scientific
and technical cooperation with non-member Eu-
ropean countries within the COST framework. In
this connection, it recommended the Commis-
sion to draw up firm proposals at an early date
with a view to opening up certain Community
action programmes to participation by the coun-
tries concerned.

In the field of medical research, the Committee
approved the scientific and technical contents of
three proposals for concerted action projects relat-
ing to the registration of congenital abnormalities
(1977-79), cell ageing and the diminution of the
functional capacity of organs (1977-80) and extra-
corporal oxygenation (1977-80). In the next few
months, the Commission is to make suitable
proposals depending on the progress in defining
methods of concerted action.
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Coordinating Committee on Fast Reactors

2.1.58. The Coordinating Committee on Fast
Reactors, meeting in Brussels, went ahead with
its discussion on the long-term forecasts relating
to the use of nuclear energy and the role of
breeder reactors in the Community on the basis
of a report drawn up by the Commission. The
delegations also presented their annual progress
reports on national programmes.

Multiannual programmes

Advisory Committees on Programme
Management (ACPMs)

2.1.59. The Advisory Committee on Pro-
gramme Management responsible for the research
on solar energy being conducted within the
framework of direct and indirect-action projects
met on 20 and 21 January. It devoted its atten-
tion to the indirect-action programme, the second
phase of which (1 January 1977 to 30 June 1979)
was the subject of a Council Decision on 21 De-
cember 1976.3

The Committee worked out guidelines for the
research to be carried out during this second
phase. In particular, it delivered a favourable
opinion on the continuation of the work with a
1 MWe pilot power station using a solar boiler lo-
cated at the top of a tower, upon which will be
focused the rays from an array of heliostatic mir-
rors surrounding the tower. The feasibility study
on the system, which was entrusted to four Eu-
ropean companies, was completed with- positive
results at the end of 1976. The Commission will
shortly begin the procedures for selecting contrac-
tors for the following work: detailed plans and
specifications, manufacture and testing of the

! Point 2.3.9.
2 Bull. EC 11-1976, point 2255.
* Bull. EC 12-1976, point 2270.
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fundamental components of the power station
and finally the construction.

Education

Education Committee

2.1.60. At its meeting on 26 January, the Ed-
ucation Committee discussed the implementation
of the action programme on education for 1977
and 1978! on the basis of a note prepared by the
Commission.

This discussion, which ranged over all sections of
the programme, is to be resumed at global level
on 7 February with the aim of evolving a ba-
lanced programme of activities based on all the
necessary political guidelines and budget esti-
mates.

The Committee also began an examination of the
projects proposed for the implementation of the
Resolution of 13 December 19762 on measures to
improve the preparation of young people for work
and to facilitate their transition from education to
working life.

Scientific and technical
information and
information management

Industrial innovation

2.1.61. The establishment of a real policy on in-
dustrial innovation now counts among the main
matters with which the Commission is con-
cerned. The various measures to be undertaken
in this field should promote technological and ec-
onomic convergence in the Community. Mr
Brunner will be chef de file? for this policy, which
will cover all problems connected with transfer of
technology, exploitation of ideas and inventions
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and the introduction of new products or services
on the market.

Euronet network
Meeting on data transmission techniques

2.1.62. At a meeting in Luxembourg on 10 and
11 January the representatives of some thirty
computerized information centres in the Commu-
nity were briefed on the characteristics of the on-
line data network Euronet with which the