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n international conference on

«New Horizons for Agriculture in

European Countries» was held at
Padua University in May. The conference,
organized jointly by the University and the
«Consulta per I’Agricoltura e Foresta delle
Venezie» was greatly successful both for the
high standard of the reports and commu-
nications presented and the large partici-
pation of researchers and economic agents
Jrom all European countries.
Works were opened on May 2 by Prof. A.
Simantov who presented a brilliant and ex-
baustive report on «Outlook for Agriculture
in and around Europe».
The following day was fully spent on dis-
cussing the problems and outlook of recent
transformations in Eastern Europe as well
as the international economic impacts of
German reunification.
This session called «Reforms and Perspec-
tives for Agriculture in Central and Eastern
Europe» bad among its reporters Prof. C.
Csaki, Dean of The Faculty of Economic
Sciences, Budapest, Prof. L. Kabat, Dean
of the Agricultural University of Nitra,
Prof. M. Adamowicz from Warsaw Univer-
sity, Proff. Bidiliean and Sabadeanu from
the Agricultural Academy of Bucarest,
Prof. C.H. Hanf from Kiel University, Dr.
V.M. Yefimov from the National Academy
of Economics, Moscow.
The 4th May session about «Competitive-
ness and European integration» was com-
Dpleted by a lively round table in which
many experts took part, including Mr. G.
Viatta, Director of the OECD Agriculture,
Fish and Food Department from Paris,
Prof. D. Britton from London University,
Mr. J. Maddison, from the EEC Agricultur-
al Direction, Brussels, Mr. G. Ferro, vice-
Dresident of the Italian Institute for Foreign
Trade and Prof. G. Barbero from «La
Sapienza» University, Rome, as chairman.
The liberalization of international trade
resulting from the on-going GATT negoti-
ations, the need for a reform of the EEC
agricultural policy and for a greater open-
ing and a closer integration with Eastern
Europe were mostly debated.
Prof. Ottone Ferro, vice-chairman of the
Scientific Committee, charged with the
coordination of the conference works, per-
mitted to publish the introductory report
presented by Prof. A. Simantov.

(*) Chairman of the C.I.LH.E.A.M. - International Center
for Advanced Mediterranean Agronomic Studies.
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| Abstract

This paper deals first with the global environment which is likely to prevail in the world and
which will affect the economy and the international relations. A discussion follows as to the
likely impact of this global environment on agriculture and agricultural policies. The outlook for
agriculture in Western Europe, in Central Europe, in the USSR and the Mediterranean area is
analysed in the third section of the paper, pointing both to the outlook for supply and demand
and particularly to the role of agriculture in the economic and social development of the
countries in question. Throughout the paper the relations with the rest of the world are taken

into account.

| Résumé

Cet exposé a pour sujet le futur de U'environnement au sens universel et son influence sur
I’économie et les relations internationales, en particulier son possible impact sur l'agriculture
et sur les politiques agricoles. Dans la troisieme partie de U’exposé on analyse les perspectives
de Uagriculture en Europe occidentale, en Europe centrale, en Union Soviétique et dans le
Bassin Méditerranéen, en particulier les perspecttves de Uoffre et de la demande et le réle de

Uagriculture dans le déi

t
PP éc iq

et social des pays en question. L’exposé va

également considérer les relations avec le reste du monde.

The global environment

The 1980s in particular have witnessed a
marked evolution in the global environ-
ment. National economies are increas-
ingly becoming interdependent, driven
in particular by the very rapid internation-
alization and globalization of financial mar-
kets and of communication technologies.
For other features or sectors of the econo-
my where internationalization is more
difficult because of the serious structural ad-
justments required and the social pressures
generated, successive rounds of trade liber-
alization are the best illustration of the desire
to move towards economies more open to
external competition. The interdependence
of the world economic system is a catalyst
speeding international consensus on prin-
ciples of international behaviour, as the fal-
lout of actions in one nation or one sector
impacts the whole. Multinational consensus
building 1is replacing
dominance. )
At the same time, the world economy is be-
coming characterised by a growing
degree of multi-polarity. Growth and
prosperity in the world is no longer depen-
dent on the situation and outlook in a sin-
gle country, no matter its size, as it was the
case with the United States in the 1950s and
1960s.

New economic forces have emerged, like
Japan, the European Economic Communi-
ty and within this Community the Federal
Republic of Germany.

More recently the oil exporting countries
have acquired a significant role in interna-

tional financing and investment, and the-

single-power

emergence of the dragons of the Far East is
the illustration of this growing degree of
multi-polarity. But this multi-polarity can
only exist and perform successfully in an
open trading and interdependent world
economy.

This growing interdependence and multi-
polarity has coincided with a slow decline
in economic and political ideologies, lead-
ing to their failure in the last couple of years.
The collapse of the old order in Central and
Eastern Europe and the profound changes
and dislocations taking place in the U.S.S.R
are evidence of the fact that democracy anc
personal freedom are indispensable consti-
tuents of economic efficiency and social
welfare. Thus, the general view is emerging
that market-oriented policies, operating wi-
thin the limits set for purposes of social
equity, are the only policies capable ol
responding to the growing interdependent
and multipolar world.

The more recent emergence of nationalis-
tic feelings and of religious fundamentalism
in some parts of the world, at the periph-
ery in particular of Europe, is the manifesta-
tion of an over-delayed movement towards
democracy and economic equity and effi-
ciency.

Multipolar competition based on perfor-
mance is replacing bipolar ideological com-
petition.

Despite this growing interdependence, it is
necessary to recall that the benefits have
mostly been confined to the market-
economies of the industrialized world, and
that at world level, there has been a grow-
ing heterogeneity -of. countries and
regions, leading in some cases like in Afri-
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ca to a growing degree of pauperisation. The
rapid demographic increase is certainly a
major factor in this connection, but the in-
ability of governments, either recipients or
donours of foreign aid, is to a large extent
responsible for this state of affairs. This sit-
uation illustrates also that no economic and
social growth can take place without an ade-
quate level of general education and of
professional training.

As a result of the trends described above,
it becomes evident that national policies
are subjected to international con-
straints: no government can frame its
macro-economic policy without reference
to international constraints and equally, the
governments of all the major countries must
explicitly consider the impact of their
macro-economic decisions on the rest of the
world. This means, inter alia, that national
economic policies should ensure an increas-
ing degree of continuity, consistency and
credibility. The famous three C. Internation-
al cooperation becomes a necessity, and
eventually national states will surrender part
of their sovereignty in favour of a multilater-
al system of monitoring and scrutiny. The
developments in the European Communi-
ty are characteristic of this imperative.

At the same time it is becoming increasing-
ly difficult to articulate macro — and micro
— economic policies, because the former
are supposed to act on all citizens of a coun-
try indiscriminately while the latter hinge
at the interests of particular groups. Thus
a possible way out of this conflict would be
for micro-economic policies to move
away from sectorial assistance towards
a greater degree of pursuit of efficiency. In
so doing, any redistribution policy should
be as transparent as possible both in terms
of the total costs and the total benefits and
in terms of the individuals bearing the costs
or reaping the benefits. Moreover these poli-
cies should not have negative repercussions
internationally.

This discussion leads inevitably to raising
the question of the role of government
in an advanced society. This paper is not
the adequate place to discuss in any detail
this subject which raises a most fundamen-
tal issue. What is sufficient to note here is
that social values are changing and the pri-
orities attached to each of them are also
changing. The concern with the environ-
ment is a case in point. The modes of so-
cial regulation in advanced societies need
to be reconsidered as well as the relative
roles of central governments and local
governments. The paradox is that in an in-
creasingly interdependent world, where the
role of the national government is likely to
lose ground, the role of local governments
is likely to increase. The sharing of authori-
ty between central and local governments
is likely to become a crucial and difficult is-
sue in many parts of the world, including
Europe.

Despite some possible setbacks in parts of

the world, the forces unleashed over the
past two decades are irreversible. The
world is advancing on a tide of economic
and political liberalization. Accelerated ad-
vances in technology — particularly com-
munications, information and transporta-
tion technology — have unified the eco-
nomic and physical world. The political
world however does not seem to have
catched up and provided the framework for
what could be the greatest advances ever
made in improving the lives and opportu-
nities of humanity.

How does the global
environment impinge upon
agriculture?

From the above it is evident that agricul-
tural markets are becoming increasing-
ly interrelated and global. This means
that it is hardly possible to act on a given
commodity market without many other
commodity markets being affected. For ex-
ample, acting on the dairy market has im-
mediate consequences on the beef market
but also on the feedingstuff market. Acting
on cereals has consequences on livestock
production and sugar. This close interrela-
tionship results from increasing substituta-
bility of one commodity by another in both
the production and the consumption
processes : this is facilitated by technical in-
novation but also by the linking of all these
markets both at national and international
level.

This link between the various commodity
markets at world level is resulting from the
globalization of the market. Following the
developments in financial markets, the
agricultural market is becoming a global and
world market, despite the persistance of
policies aimed at insulating national markets
from the international market. Moreover the
existence of preferential markets is declin-
ing in favour of a global and multilateral
market.

This means that operators in one country
have to take account of developments in the
world market more than they used to do in
the past. This trend is also accentuated by
the fact that production and especially trade
is concentrated in the hands of a declining
number of operators who have to manage
very large quantities of products.

This increasing interdependence and
globalization of markets is the result also of
the trend towards a freer and more
competitive trade. This development is
quite rapid despite the obstructionist atti-
tude of some countries and of some
producer groups.

Successive rounds of multilateral trade
negotiations under the auspices of GATT
have brought about a substantial reduction
of tariffs and of other protective measures
in the manufacturing area. Progress in
agriculture had been extremely slow until

a decade ago. If progress is now more
pronounced in the context of the Uruguay
Round this is due to the growing realization
that the domestic agricultural policies in
place since the late 1940s were in need of
a serious overhaul, as they were no longer
capable of meeting the objectives assigned
to them.

The move towards a renovated agricultur-
al policy implied also that protection against
foreign competition was no longer neces-
sary to the extent it used to be thought in
the past. The globalization and the inter-
dependence of markets mentioned above
meant also that protectionist measures in
one commodity area by one country could
have important chain reactions affecting ma-
ny other markets and countries; this trend
acted as an impulse towards a gradual and
progressive reduction of barriers to agricul-
tural trade.

The Uruguay Round could not be complet-
ed within the period originally envisaged,
and agriculture is one of the reasons for this
prolonged negotiation. Because of the
global interests involved, governments can-
not afford to let this round of multilateral
trade negotiations fail. As far as agriculture
is concerned it is agreed by all countries
concerned that substantive measures must
be taken in at least three areas: internal sup-
port, export subsidies and import access.
Progress is likely to be slow, but the direc-
tion of change in policies and attitudes is
well set. It is clear that individual countries,
or the E.E.C., or any other regional group-
ing of countries, will no longer be able to
set their policies, especially those affecting
their external trade, in isolation from other
countries. Not only the effects on their trad-
ing partners will need to be fully assessed,
but also some degree of international
monitoring and scrutiny will be put in place.
This means also that a country or a group
of countries will have to develop a certain
understanding of their agricultural compara-
tive advantage before they embark on poli-
cies aimed at expanding their agricultural
production potential for the purpose of be-
coming an exporter or maintaining their ex-
porter status.

The expansion of production has been an
important objective of policies for several
decades. In the last couple of decades poli-
cy makers and public opinion have realized
that an uncontrolled expansion of produc-
tion could have harmful effects. This was
evident at first in terms of the supply/de-
mand balance or imbalance, with the well
known problems created by excess produc-
tion; more recently the environment has
tended to become a central concern. It
is obvious that agriculture can play a posi-
tive role with regard to the protection of the
environment, but it is equally evident that
the negative effects, in terms of water pol-
lution and soil degradation, can be consider-
able. This means that a greater concern will
be exercised in the future about the produc-
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tion methods and processes. Such a concern
will be enhanced also by the progress in bi-
otechnologies which in some form, like the
genetic engineering and the creation of
transgenic animals, can raise important ethi-
cal questions. It will no longer be possible
to produce whatever one likes and in the
form he likes.

A more disciplined production, both in
terms of quantities produced and in terms
of processes used, is likely to emerge in the
years ahead.

Will the government involvment in agricul-
ture increase or decrease in the years to
come? This is a difficult question to answer.
What is certain is that the government in-
volvement will change in nature, fol-
lowing in this respect the trend for the over-
all economic and social policy. The aims of
government policies will need to be better
defined and the instruments used in meet-
ing these objectives will need to be better
assessed in terms of their economic efficien-
cy and their social impact.

Public funds will need to be used with great-
er care, as the claims on public funds through-
out the society are likely to increase faster
than the ability for the State to increase its
receipts. More attention will be paid to in-
dividual cases of hardship and handicap, and
less attention to measures of support for en-
tire sectors, in this case for agriculture. Much
of the economic risk of agricultural produc-
tion, so far covered by the State, will increas-
ingly be transferred to the producers. On the
other hand, the government will intervene
more than in the past on all matters affecting
the environment, the safety of food and pub-
lic health. Moreover there is likely to be a
greater integration between agricultural and
macro-economic policies.

The particular problems of
agriculture in Europe and in
its neighbouring regions

Because of the growing internationalization
of the world economy and of the growing
globalization of all commodity markets,
there is no country, no matter its size and
its location, which can for a sustained peri-
od live in isolation. This is also true for
agriculture. This means that food and
agriculture in Europe is likely to be affect-
ed by developments in any part of the
world, the same as developments in Europe
are of interest to countries in other conti-
nents. For the purpose of this paper,
however, the discussion will be centered
around Europe. Despite the fact that Europe
and the Mediterranean can be conceived as
a single region with a common historical
and geo-political destiny, the various sub-
regions are at present different enough to
justify a separate treatment. Thus the anal-
ysis will concern successively Western Eu-
rope (the E.E.C. in particular), Central Eu-
rope, the U.S.S.R and the Mediterranean.

Western Europe

The outlook is for production potential to
continue to increase faster than expected
consumption. This means that further ef-
forts to rationalize production will involve
a declining number of farmers and also
smaller increases in capital than those ex-
perienced in the past couple of decades. The
need for a continued adjustment of produc-
tion, which will be concurrent with a reduc-
tion of barriers to trade, will require that all
agricultural commodity sectors be affected,
and that the preference in terms of public
support should not be given to those groups
who are the most vocal.

In this re-adjustment of production partic-
ular attention will need to be given to the
need to promote a genuine development of
rural areas. It is generally accepted that the
economy of a region, even of a rural area,
cannot rest on agriculture, even if in some
cases agriculture has an important role to
play. The development of rural areas in
Western Europe will only be achieved
through a multisectorial and multifunctional
approach. This objective should be easier
to achieve in the years to come than in the
past decades, as the development of the
services sector offers better prospects for
economic decentralization than the
manufacturing sector offered in the past.
The need to promote the development of
rural areas must become a national objec-
tive in order to prevent that entire regions
of a country become deserts.

The concern with the environment men-
tioned in the previous sections of this paper
will acquire a growing political and social
significance in Western Europe. The tran-
sition of a form of agriculture heavily de-
pendent on chemical inputs towards a form
of production more respectful of the en-
vironment and less energy consuming, will
help also in achieving a better supply/de-
mand balance.

But the biggest challenge to agriculture in
Western Europe is how to reconcile the
desire to continue to be a large exporting
region and the desire to export with the
help of export subsidies of all sorts. There
are signs that support, especially trading-
distorting support for both imports and ex-
ports, will be reduced and will become bet-
ter targeted. The road will be long so the
request for support granted to output is
strong among European farm groups: but
there is increasing evidence that a shift in
favour of support tailored to the particular
circumstances of the individual is making its
way.

Direct income payments instead of market
support will be the main element of the
agricultural policy in the years ahead.
From an institutional point of view the main
development will concern the redefinition
of the balance of political power between
the European Community institutions
(Commission and Parliament) and the na-

tional institutions. We are moving towards
not only a single market, but also towards
an economic and monetary union. Even if
the loss of national sovereignty will be small
and very gradual (the National State will not
surrender its powers so easily), there will be
a dampening effect on the ability of a na-
tional state to act unilaterally, as the econ-
omy of the E.E.C countries is so interdepen-
dent. It might appear as a paradox, but there
is a great likelihood that the establishment
of the European Economic and Monetary
Union with a concomitant establishment of
a European social and cultural «space», will
reinforce the development of local authori-
ties and ultimately of local governments.
Problems of local cultures and of local au-
tonomies should be more easily dealt with
in such a broad European environment than
within the narrow limits of a national State.
This means for agriculture the superposition
of legislation and practices decided by the
European Community institutions and of in-
itiatives taken at local level. While the lat-
ter will not be allowed to affect the com-
petitive ability of agriculture in a given
region, they will however have the possi-
bility to affect the welfare and social status
of the farmers.

As regards the relations between Western
Europe and the rest of the world, it is prob-
ably necessary to distinguish the following
features:

— the relations with the United States and
the Cairns group countries will be shaped
by the provisions resulting from the mul-
tilateral trade negotiations under the Uru-
guay Round. As said earlier, the trend will
be towards a more market-oriented agricul-
ture and a greater degree of interpenetration
of markets as a result of more competitive
conditions world-wide;

— the relations with the countries in tran-
sition of Central and Eastern Europe will
certainly be dictated by the rules resulting
from the Uruguay Round; but in addition,
the desire of helping these countries, or at
least some of them, to become part of Eu-
rope in an economic and political sense will
necessitate that special trade provisions be
developed to their advantage. Agriculture
cannot escape this perceived need;

— the relations with the Mediterranean
countries pose a different set of problems,
as it will be shown later on in this paper.
Suffice it here to say that the food problem
of several mediterranean countries — and
equally of many other developing countries
around the world — is a problem of pur-
chasing power. The real food needs of these
countries could not be considered as a
justification of excess production in
Western Europe and elsewhere if simultane-
ously the question of payments ability is not
adequately addressed.

The debt and payments situation of these
countries will not be solved solely through
their agricultural exports — far from it —
but through the ability of exporting
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manufactured goods requiring simple tech-
nologies. The attitude of Western European
countries with respect to imports of manufac-
tured goods from Mediterranean and other
similar countries will have a significantimpact
on the ability of Western European agricul-
ture to export increasing quantities of food.

Central Europe

All the countries in Central and Eastern Eu-
rope, ranging from Bulgaria to Poland, are in
astate of transition towards a market econo-
my. Although these countries differ from
each otherinseveral respects, both econom-
ically and politically, they all have in common
some four decades of central and administra-
tive planning and of an ideology which did
not encourage — not even tolerated — the
private initiative. '

Despite the differences in economic develop-
ment and in the degree of industrialization,
all the countries in this region have an agricul-
tural sector which s relatively well developed
and efficient, considering their overall tech-
nologicaland economic environment. Most
of these countries were capable of produc-
ing enough food for their population and a
sizeable surplus for export in a number of
commodity groups, including fruit and
vegetables, dairy products and meat.

If several of these countries met in the latter
partof the 1980s with mounting problemsin
their food and agricultural economy, this was
due in particular to ill-adjusted agricultural
and economic policies which created a price
structure with no relation either to their
domestic markets or to the international mar-
ket. The conditions of operation of the en-
tire food chain, ranging from the producer
to the consumer, were distorted creating in-
efficiencies, heavy losses and foregone op-
portunities.

The transformation of these countries has to
take place while a debate on some fundamen-
tal issues goes on. For example, what is the
relationship between private initiative and
the ownership of land and of other basic
resources; in other words is it possible to dis-
sociate the operation of a holding from its
ownership? Is it necessary to do away with
all those forms of production organization
which used to give satisfactory economic and
social results? Is it possible to privatize
agriculture without privatizing the input sec-
tor and the food processing and distribution
sectors? What kind of fiscal and taxation poli-
cies should apply to agriculture? What shape
should joint ventures between national and
foreign interests take?

The answers to these and other questions will
shape the food and agricultural scene in these
countries but, whatever the answers given,
anumber of important trends and develop-
ments seem to be in place. For example, price
policies and especially price relationships will
need to become more realistic: this concerns
not only the agricultural products themselves
but also the prices of the inputs used in
agriculture and the prices at which food is
given to the consumers. In this respect, it is

worth recalling that the granting of subsidies,
especially of consumer subsidies for a long
period and to the entire population was in the
pastand can be in the future a source of seri-
ousdistortions. During the transition towards
a market economy, and because of these
necessary price corrections, it is more than
likely that social hardships will occur for
groups of the population. This question
should be tackled by targeted measures and,
if necessary, by the introduction of a social
net system.

Assuming that these corrective measures are
taken and that the private initiative is let to
operate, the agricultural production poten-
tial of these countries can be quickly
restaured and the market can be secured of
abundant supplies, especially as these coun-
tries have slow population growth andafood
intake which by international standards is
quite high at least for the basic commodities,
such as grains, animal products and sugar.
The question, therefore, which is likely to
arise concerns the external outlets. Consider-
ing that the various arrangements under the
old COMECON system do no longer existand
that each country will try to trade in convert-
ible currencies and at prices prevailing in in-
ternational markets, the countries in Central
and Eastern Europe will wish to obtain bet-
ter market access in Western Europe and in
particular the European Community. Open-
ing up their own markets would be a logical
corollary. The competition in agriculture be-
tween countries in Western and Central Eu-
rope can develop into a serious one in the
next five years or so, and this situation will
certainly press both sides to come to some
mutually acceptable arrangements. It is ob-
vious that this is an issue which goes much
beyond agriculture.

The U.S.S.R.

The situation in the U.S.S.R. is far more un-
certain thanin the other countries in Eastern
Europe. The uncertainties are not due to an
inadequate production potential, but to the
rapidity with which the enormous produc-
tion potential can be harnessed and put into
economic and efficient use. This is not an
agricultural technological issue, but the abil-
ity of the soviet authorities to create an en-
vironment conducive to the unleashing of
productive forces and also capable of over-
coming all the structural bottlenecks, such as
the transport and storage system, the creation
ofamarket and of the accompanying market
and distribution channels.

The need to move forcefully towards a mar-
ket economy, with all the necessary precau-
tions of a social and equity nature, does not
seem to be wellaccepted by a broad enough
group of the political leadership. The
difficulty inassessing the chances of success
of such a transition to a market economy is
compounded by the fact that several other
debates of fundamental importance for the
future of the Soviet Union are taking place
concurrently. They impinge strongly on each
other.

For example the debate about the main-
tenance of a federal and centralized system
or the evolution towards greater indepen-
dence by the Republics, and within the
Republics by the districts, is far from being
concluded. The struggle between an indus-
trial sector aimed at satisfying primarily the
military requirements or aimed at satisfying
simultaneously the consumption aspirations
of the people, is also far from being con-
cluded.

The extent to which private initiative, either
in isolation or in conjunction with foreign
capital and technology, will be let to develop
is far more important for the future of the
agro-food sector in the U.S.S.R. than the in-
troduction of new techniques and produc-
tion processes.

Probably there is no one in the U.S.S.R. or
outside the U.S.S.R who can forecast the
course ofeventsinthe next 2 to 5 years. What
could be said with some degree of certainty
is that prices will tend to reflect some national
market situation, that great efforts will be
made to reduce the huge post-harvest loss-
es, thataserious attempt will be made to dis-
courage the further development of an un-
derground economy. Some sharing of the
responsibility for economic planning and
economic policy will eventually be worked
out between the Centre and the Republics.
Moreover «management» is likely to become
aleitmotiv, and this with great justification.
In terms of agricultural outlook, it could be
said that the U.S.S.R. is likely to continue to
be animportantimporter of food and of feed-
ingstuffs, but for smaller volumes than in the
past; that these import requirements are likely
to be needed in some parts of the country
with poor ecological conditions and also
poor transport and handling conditions:
whether these imports take place will depend
upon the ability of the Soviet Union to over-
come these structural bottlenecks.

In recent months the need for food aid
received quite a lot of public attention. It is
probably true that pockets of food shortages
may have appeared, but it is far from clear
whether these shortages were the result of a
production setback or the result of a disor-
ganized distribution system. Probably the
two reasons are to some extent correct: the
shortage of production inputs and the uncer-
tainties about the level of prices acted as a dis-
incentive for production and on the other
hand there have been signs of a breakdown
ofthe distribution system. Itis difficult to as-
sess the economic or the political motivations
of these setbacks. Butlooking to the medium-
term, the need for food aid to the U.S.S.R.
does not seem rational or logical.

After a period of turmoil, one should not be
surprised to see that the U.S.S.R. is capable
of satisfying the bulk of the food require-
ments of its populations. U.S.S.R. agriculture,
if properly managed, could even become a
marginal exporter of food. Agricultural plan-
ners in other parts of the world, including Eu-
rope, should keep this in mind. If there are
prospects of sales to the U.S.S.R., these con-
cernto alarger extent the input industries and
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services, and the food processing sector.
The state of these sectors is almost obsolete
by modern and western standards, and huge
capital, technological and management in-
puts, especially from foreign sources, seem
to be justified.

The Mediterranean

This region, in particular the non-E.E.C. part
of the Mediterranean, poses problems
which are quite different from those prevail-
ing in Europe, both Western and Eastern.
In many respects the problems facing most
of the southern and eastern part of the
Mediterranean are typical of countries in
course of development. The two charac-
teristics of this area common to most coun-
tries are the explosive demographic de-
velopment and the relatively low level of
average food intake. With rates of popula-
tion growth exceeding in many cases 3%
per year, it is expected that not before too
long the population living around the
Mediterranean will exceed the population
of Western and Central Europe. Given the
low per capita food intake, this population
growth combined with an even modest in-
crease in per capita incomes, will give rise
to a formidable increase in market demand
for food. Faced with such a situation, some
countries in the region have the potential,
in terms of land and water, to substantially
increase their agricultural output, but unfor-
tunately several others do not have such a
potential.

Another characteristic of several of these
countries is the importance of export out-
lets as a stimulation of production. Because
of the low level of incomes of large groups
of the population — in several cases close
to poverty levels — the domestic market
could not be developed fast enough to pro-
vide an outlet for food production. This fact
combined with a commercial structure
oriented towards the export market has
given rise to a successful export-led section
of the agricultural sector. In recent years,
difficulties in maintaining the export mar-
ket — particularly in the E.E.C. — has given
rise to serious problems of adjustment in
several countries of North Africa and the
Eastern Mediterranean.

It is obvious that failure to increase agricul-
tural production or to obtain the means
necessary to finance mounting food imports
will be a cause of concern not only in the
countries themselves but also in the neigh-
bouring European region. The future of the
Mediterranean area is certainly of sig-
nificance to the area itself, but is also of great
significance, both political and economic,
for Europe, both West and East. The Euro-
peans, therefore, cannot remain idle wit-
nesses of the trends in the Mediterranean.
The political debate continues to be a
debate of maintaining the access for
southern products in the European market
or of providing to the southern countries
food supplies, either as food aid or at con-
cessional terms. But the real debate ought

to be different.

What is at stake in this part of the world is
the formulation of appropriate development
and economic policies, bolstered by the
provision of substantial external assistance
of all sorts, but mainly financial, technical,
managerial and commercial. While the
former are well understood, the provision
of adequate export opportunities to Europe
(and the other developed world — North
America and Japan in particular — for
manufactured goods produced in North
Africa and the Eastern Mediterranean is not
yet well assessed by governments in the in-
dustrialized countries.

As far as food and agriculture is concerned,
the priority lies certainly in developing and
modernizing the agricultural production
sector for the double purpose of supplying
food to the fast growing urban centres and
of providing better employment possibili-
ties to the otherwise unutilized agricultural
labour force. But it is quite certain that some
of the countries in the region, among the
most populated ones, will never manage —
because of shortage of land and especially
water — to produce all the food they would
need. These countries should be integrat-
ed in the world economy as exporters at the
margin of manufactured goods. They will
thus be able to import at the margin again
the food they need. Short of this develop-
ment Europe will be faced with a tremen-
dous pressure to receive mounting numbers
of immigrants.

The Mediterranean area will become,
together with the Middle East, one of the
areas with the fastest growth in food import
requirements in the world, and for that rea-
son the area is likely to become a source of
competition and contest between the vari-
ous food exporters all over the world.

Conclusions: some
indications for the future

More than in the past, food and agricul-
ture will need to be considered as an
integral part of the economy and the so-
ciety: the special character of agriculture and
its economic and political isolation will
cease to be the dominant claim of the sec-
tor. Similarly, agricultural policies will tend
to become increasingly an integral compo-
nent of macroeconomic and social policies
and will tend to lose their sectorial speci-
ficity.

This is particularly true for Europe and its
environing regions: for Western Europe, be-
cause the agricultural sector will tend to
constitute a very small sector of the econo-
my (2-3 per cent towards the end of the cen-
tury), for Central and Eastern Europe be-
cause the supply of agricultural products es-
pecially for export is essential for a success-
ful transition towards a market economy,
for many countries in the Mediterranean
area because the economic and social de-
velopment rests on a satisfactory mobiliza-
tion of the agricultural potential given the

predominant place of the agricultural labour
force.

Parallel with the above, another feature of
the agricultural scene, will certainly be a
greater participation in the international di-
vision of labour and a more open and
freer international trade where competi-
tive forces will play an increasing role and
where these competitive forces will not be
strongly influenced by the granting of pub-
lic funds especially in the form of export
subsidies. The volume of agricultural trade
is expected to increase substantially despite
the slow growth of demand in Europe and
other industrialized countries. This growth
will result from the closer economic integra-
tion at European and world level leading to
a greater degree of specialization. It is ex-
pected that trade in agricultural processed
products will increase faster than trade in

~ bulk raw materials. The dynamism of the

food processing industry is an absolute
necessity if the agricultural sector of a coun-
try is to prosper. Reality shows that the lar-
gest increases in exports of agricultural
products have been achieved not so much
by countries with an adequate production
potential but by countries with a concen-
trated and dynamic food processing in-
dustry.
This consideration leads to the expectation
that food policy and agricultural policy will
become two facets of a same policy, which
will eventually include considerations ap-
plying to the environment and public health
and to the development of rural areas. A
systems approach will be necessary for
agriculture. This is true for countries at
whatever level of economic development.
One of the main questions to be addressed
will be how to arrive at an acceptable
balance between land, water, man and tech-
nology. A market oriented policy with no
(or minimum) distortions caused by govern-
ment intervention in the economic or trade
area might be capable of giving rise to such
an acceptable balance. But it is also to be
expected that government intervention will
continue in Europe, and the question then
is through what mechanisms such an accept-
able balance could be achieved.
A concluding word about the role of Euro-
pean agriculture in a world context.
With large populated areas around the world
in need of food, the primary role of Europe
is to help these countries develop their
agricultural potential. The second role is to
help, through a whole range of aid policies,
the economic and social development of
these countries, giving in particular to them
a satisfactory access in Europe for their ex-
ports of manufactured products and
processed basic commodities. The third role
falls on European agriculture: it is to provide
food to the food deficit countries in an effi-
cient manner and at prices corresponding to
market-clearing levels exempt of govern-
ment interventions. These three roles are
equally important, but have to be fulfilled in
the order in which they are here stated.
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