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Introduction

1. At its 516th meceting held from 8 to
12 May 1978' the Council asked the Com-
mission to reconsider the problems affecting
the organization of the market in wine and
to submit further proposals for structural
measures by 1 August 1978. The Council
stressed the obvious link in this sector be-
tween structural improvement and the need
for a more effective market system.

2. In view of the imbalance which period-
ically affects the market in wine and which
can only beccome worse in the future, the
Commission is now putting forward to the
Council an appropriate action programme
covering a number of ycars (1979-1985). This
programme inctudes the whole range of mea-
sures which can be taken in respect of both
production and consumption. The coordinat-
ed and vigorous application of all these mea-
sures should make for the progressive esta-
blishment of balance on the market in wine.
The present communication does not pre-
judice the conclusions to be drawn from
the report from the Special Committee of
Enquiry.

3. An analysis of the developments indi-
cates the existence of table wine surplus.
This is because production is increasing by
% a year on average in the long term while
consumption remains practically stagnant.?
The Commission estimates that the surplus
is at present between 6 and 10 million hl. If
past trends were to continue in the future,
the surplus would grow steadily and, in yecars
of abundant harvest, would cause more scri-
ous crises. In addition, the Community mar-
ket in wine is likely to expericnce additional
difficultics after the cnlargement of the
Community to include Greece, Spain and
Portugal.

4. There arc many rcasons for the imbal-
ance on the market in wine. Whereas the
arcas planted have remained practically con-
stant at around 2.7 million ha, yields have
continued to grow; replanting with high-yield
varicties and the planting of new vineyards
in the plains are mainly responsible for this.

Winc consumption, which varies greatly
from country to country, has remained al-
most static overall (49 litres per year per
head); competition from other beverages and
the influence of consumer habits arc felt
everywhere; in the non-producer countrics
indirect taxation on wine, which is often ex-
tremely high, constitutes an appreciable curb
on consumption.

5. The intervention mechanisms provided
for (short or long-term storage contracts and
distillation) were to be brought into play only
in the cvent of short-term imbalance causcd
by a particularly abundant harvest. The em-
ergence of a persistent imbalance since the
superabundant harvest of 1973 has obliged
the Community to introduce a serics of necw
measures (preventive distillation, temporary
ban on ncw planting, grubbing premiums).
Nevertheless the present mecasures need to
be improved and expanded so that they form
a coherent, solid and durable foundation for
coping with the risks arising in this scctor
from further enlargement of the Community.

6. Conscquently the programme presented
to the Council is a multiannual one, thus
mecting the Council’s wish for a close in-
terrelationship between the structural im-
provement of the wine sector and the com-
mon organization of the market. This pro-
gramme, which includes both Community
and national measures, is based on the fol-
lowing lines of policy:

(i) balance is progressively restored to the
wine market by implementing mecasures si-
multancously in respect of supply and de-
mand;

(i) wine must find, on all consumer mar-
kets in the Community, conditions of
competition equivalent to those for other
beverages:

(iit) the measures concerning production are
tailored to the geographic situation of the
vineyards; the arcas planted are classified ac-
cording to their natural suitability for wine-
growing on the basis of physical criteria;

' Bull. EC 5-1978, point 2.1.72.

? See graph 2. The graphs concerning this supplement
arc to be found at the end of this volume.
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(iv) in areas which are naturally suited for
wine-growing a policy of replanting with a
view to quality should enable supply to be
better adjusted to demand while ensuring an
optimum combination of production factors;

(v) the potential for producing table wines
is reduced by progressively converting vine-
yards which are not naturally suited for
wine-growing to other crops or uscs;

(vi) the intervention measures provided for
in the common organization of the market
arc intended to be mainly preventive.

Action concerning consumption

7. In linc with this policy thec Commission
proposes the following action:

(a) The search for other outlets for vine
products should be stepped up, in particular
the use of concentrated must and rectified
concentrated must in vinification. For this
reason the Commission proposes that the
rules on concentrated musts be amended.!

The Commission is also ready to examine in
greater detail with the Member States most
concerned the possibility of aids for the use
of natural musts in the production of grape
juice and British wine;

(b) The higher excise duties on wine should
be appreciably reduced. In this way the non-
producer Member States must undertake to
contribute towards establishing equilibrium
on the market in wine, to the benefit of their
consumers;

(¢) Information and sales promotion cam-
paigns, perhaps concentrating on certain table
wines (vin dc pays, vino tipico, Landwcin)
could expand the market for our producers;

(d) The improvement of wine labelling re-
quircments at Community level could be
considered in the context of expanding con-
sumption.

8. As regards refunds on wine, the Com-
mission intends to fix them in accordance
with the aims of the Community rules, so
that exports continue to develop rcasonably,
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Action concerning production

9. As regards production, the Commission
is proposing the establishment of natural cri-
teria (soil, climate, relief) whereby the arcas
producing table wine in the Community can
be classified according to their natural suita-
bility for wine-growing. Under this classifica-
tion the arcas producing table wine, a total of
about 1.7 million ha, can be divided into
threc categories:

Caregory 1: Hill arcas; these are estimated at
1030000 ha.

Category I: Areas in the plains situated
south of a line marking the limit of the nat-
ural conditions which are particularly favour-
able to wine-growing, where the soils are
other than alluvial; these arc estimated at
270 000 ha.

Category 1I:
400 000 ha.

Other areas, estimated at

10. The Commission is proposing to the
Council the following mcasures, graduated
according to the three categories of arca def-
ined above:

* Introduction of a system of rules on prior
authorization of planting and replanting
(wine grapes and table grapes) and the con-
duct of planting and replanting policy by ref-
erence to the three-way classification of areas
according to natural suitability for wine-
growing;

* Adjustment of all Community and na-
tional aid measures in the wine sector to the
policy adopted in terms of the degree of nat-
ural suitability of arcas;

e Examination of all other related factors,
particularly as regards the choice of vine var-
icties to be encouraged and the new possi-
bilities as regards enrichment techniques.

11. These measures would be applied to the
three categories of table wine areas as fol-
lows:

' Point 17.




For Category I vineyards:
(i) freedom to replant with specific varieties:

(i) authorization to make new plantings of
specific varieties; this authorization to be sus-
pended however, while the wine action pro-
gramme is getting under way and until there
is evidence of a definitive abandonment of
winegrowing in other categories of area such
as to guarantec a reduction of table wine pro-
duction potential in each Member State;

(ii)) the granting of Community aid in con-
nection with the development plans provided
for in Article 8 of the Council Directive of
17 April 1972! or the national aid which
the Member States may grant, pursuant to
Article 14(2) of the same Directive and only
within the framework of collective measures
to improve winegrowing structures, towards
investments in planting and replanting. This
national aid will be granted at the same rates
as Community aid. Beneficiaries under these
aid measures will receive in addition a mod-
ernization premium of between 1500 and
2 500 u.a./ha, to cover the cost of replanting;

(iv) investments in processing and market-
ing will receive priority in the granting of
Community and national aid.

For Category II vineyards:
(i) freedom to replant with specific varieties;
(i) prohibition of new planting;

(iii) the granting of Community aid in con-
nection with the development plans provided
for in Article 8 of the Council Directive of
17 April 1972! concerning the measures for
the modernization of wine-growing holdings
or the national aid which the Member States
may grant, pursuant to Article 14(2) of the
same Directive and only within the frame-
work of collective measures to improve wine-
growing structures, towards investments in
replanting. This national aid will be granted
at the same rates as the Community aid.
Beneficiaries under these aid measures will
in addition receive a modernization premium
of between 1500 and 2 500 u.a./ha to cover
the cost of replanting.

(iv) the incentive, for certain vine varieties,
of a temporary conversion {(grubbing) pre-

mium of between 1 500 and 3 000 u.a./ha and
an incentive to abandon winegrowing defin-
itively in the form of a single premium of
2 000 u.a./ha; these two premiums may be
cumulative; farms receiving conversion
premiums and/or the incentive to abandon
winegrowing definitively will be subject to
the normal rules on aid laid down in the
Council Directive of 17 April 1972 prov-
ided that they satisfy the requisite conditions
and that investments relate to crops other
than vines producing table wine;

(v) farmers aged between 55 and 65 who
are in receipt of aid for the cessation of farm-
ing and at least 20% of whose total farm
area is planted with vines may receive an an-
nual premium of 500 u.a. per ha of vineyard
abandoned definitively.

For Category 11 vineyards:
(i) freedom to replant with specific varicties;

(ii) prohibition of national aid for invest-
ments in replanting and modernization;

(iii) possibility of receiving a temporary con-
version (grubbing) premium of between 1 500
and 3000 u.a./ha and an incentive to aban-
don wincgrowing definitively in the form of
a single premium of 2 000 u.a./ha; these two
premiums may be cumulative. Farms receiv-
ing conversion premiums and/or the incen-
tive 1o abandon winegrowing definitively will
be subject to the normal rules on aid laid
down in the Council Directive of 17 April
1972" provided that they satisfy the requisite
conditions and that investments relate to
crops other than vines producing table wine.

(iv) prohibition of new planting;

(v) farmers aged between 55 and 65 who
are in receipt of aid for the cessation of farm-
ing, and at least 20% of whose total farm
area is planted with vines, may receive an
annual premium of 500 u.a. per ha of vine-
yard abandoned definitively;

(vi) investments in the processing and mar-
keting of wine may not in principle receive
Community or national aid, whereas invest-
ments in crops replacing the vine will receive
priority in the granting of aid.

' OJ L96 of 23.4.1972.
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12. Special rules on planting are introduced
for vineyards producing quality wines p.s.r.;!
these provide for an annual review and for
Community concertatton, in the light of sales
possibilitics, prior to the authorization of new
plantings envisaged by Member States. The
ban on new plantings of vines producing
quality wines p.s.r. is maintained for two years
in those Member States where such produc-
tion prcdominates.

The Commission further proposes measures
allowing vineyards producing quality wines
p.s.r. to qualify for Community and national
aid towards the cost of new plantings as part
of collective operations to improve vineyards
structures.

13. The Commission is proposing the
implementation of a regional conversion plan
in the Charentes vine area (cognac) in order
to adjust the areas planted to the particular
demand situation for its wines.

Lastly, regarding the areas intended for the
production of spurs and seedlings the Com-
mission is proposing measures concerning
the adjustments made necessary as regards
both varieties and arcas, by the implementa-
tion of the structural measures provided for
in the programme.

14. In the event of the Council not adopt-
ing the proposed programme before 1 De-
cember 1978, the Commission proposes that
all the provisions of the Council Regulation
of 17 May 1976 on measures designed to ad-
just wine-growing potential to market re-
quirements 2 to be extended for one year.

Market measures

15. If the Council adopts the rigorous struc-
tural measures proposed by the Commission,
market balance should improve fairly quick-
ly. Having regard to the Council’s agreement
on the need to ‘strengthen the market con-
straints in the event of surplus production,
inter alia, through the balanced use of com-
pulsory distillation, taking into account the
volume of alcohol produced thereby’, the
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Commission considers it necessary to pro-
pose that compulsory distillation measures be
reinforced by raising the additional rate of
compulsory distillation of wine-making by-
products, provided for in Article 24a of the
Council Regulation of 28 April 1970 laying
down additional provisions for the common
organization of the market in wine. From
the 1978/79 wine-growing year, it proposes
that the maximum additional rate be raised
from 6 to 8% and that this system be ap-
plied to those regions of Italy which arc at
present exempt, but suggests that in this
case the additional rate should be kept to a
maximum of 5% so as not to upset the bal-
ance of obligations. The annual rates to be
applied shall be decided, as usual, in the light
of the annual supply estimate.

16. In connection with the price package,
adopted last May, it was decided that the
Council and the Commission would, in the
event of low prices, take all necessary action
to relicve the market: refunds on exports to
non-member countries, aid for the use and
storage of musts and grape juice and, if ne-
cessary, a floor price accompanied by distilla-
tion. There is a legal basis in the rules for
distillation, but not for a floor price. The
Commission therefore proposes that a new
Article be added to the basic Regulation re-
lating to the measures to be adopted by the
Council in the event of a serious crisis, i.e.
when the representative market price for a
type of table wine is less than 85% of the
guide price for three consecutive weeks. The
Council must be able under such circum-
stances to decide rapidly on adequate mea-
sures, including, if necessary, the application
of a floor price to all transactions, accompan-
icd by corresponding specific distillation mea-
sures while the floor price is in force.

17.  Prohibition of the usc of sucrose for en-
richment, which is the Commission’s aim,
will not be technically feasible until the ne-
cessary capacity for producing rectified con-

' Quality wines p.s.r. = quality wines produded in
specified regions.
' 0J L135 of 24.5.1976.

' 0J L99 of 5.5.1970.



centrated must has been created. In the im-
mediate term the Commission proposes:

— amendments to the rules to permit the
usc of rectificd concentrated must in vinifi-
cation (definition, ocnological practices);

— the addition to the basic Regulation of a
new Article cnabling the Council to decide
rapidly in the light of the circumstances to
grant aid for concentrated must and rectified
concentrated must produced in certain re-
gions of the Community and used in vinifi-
cation for enrichment.

This aid would be reserved for the most south-
erly regions of the Community, which are
the best suited for producing these musts
and which thus have a slight advantage in
the cfforts to re-establish a north/south bal-
ance in the common agricultural policy.

18. The Commission belicves that the
implementation of the 1979-1985 action pro-
gramme will cnable balance to be progres-
sively established on the wine market. The
results of the programme should be a consid-
erable increase in outlets, both on the inter-
nal market and on export markets, and a re-
duction in production potential (Category 111
arcas) of around 90 000 ha. At the same time
winegrowers in arcas which arc naturally
well suited for winegrowing should ecxperi-
ence a significant improvement in their pro-
duction and marketing conditions.

19. The Commission considers that the
success of the wine action programme de-
pends on the political will of all Member
States to use all the instruments available ef-
fectively and consistently so as to attain the
proposcd objectives. In particular, the sacri-
fices and financial burdens imposcd on the
production regions, particularly in the form
of a considerable reduction in the arcas
planted, should be offset by a substantial in-
creasc in consumption, especially in those re-
gions where this is kept down by the taxa-
tion on wine.

10
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Chapter |

Background

1. Since the major recasting of the basic
Regulation (Council Regulation of 28 April
1970 laying down additional provisions for
the common organization of the market in
wine)! in 1976 and the additions made in
1977, the Community has had at its disposal
a wider and more diversified range of inter-
vention measures in the wine sector and a
basis for action to improve the quality of
table wines. The Commission is thus able to
aim consistently at a greater degree of selec-
tivity.

On 15 February 1977 the Commission pres-
ented to the Council the report on the fore-
secable developments in the planting and re-
planting of vineyards in the Community and
on the ratio between production and utiliza-
tion in the wine sector. The Special Commit-
tee on Agriculturc and the Advisory Com-
mittec on Wine discussed the report and for-
mulated certain observations on it.

2. In its communication to the Council of
8 December 1977 concerning the develop-
ment of the Mediterrancan regions of the
Community, together with certain measures
rclating to agriculture,? the Commission ex-
pressed the view that the Council should be
able to adopt, before the 1978/79 marketing
year, a ‘general viticultural plan® embodying
a sct of structural guidance measures relating
to table wines. The programme for restruc-
turing and conversion of winc-growing in the
Langucdoc-Roussillon region showed how
various socio-structural measures could be
combined.

3. Early in 1978 the Commission also pres-
ented to the Council proposals for a set of
transitional measures3 (European joint-trade
table wine organization; introduction of cer-
tain market measures in the event of a se-
rious crisis; producer groups). Those mea-
sures which were not adopted by the Council
have been withdrawn by the Commission. 4

4. At its meeting in May 1978 the Council
did, however, stress that there was a clear
link between the improvement of structures
in the wine sector and the need for a more
efficient market system, notably by strength-
ening market rules to deal with surplus
production, with special accelerated measures
to deal with a scrious crisis on the market,
The Council requested the Commission to
reconsider the problems of market organiza-
tion and to present further proposals for
structural measurcs not later than 1 August
1978. It also noted the Commission’s inten-
tion of considering appropriate ways of in-
creasing outlets for wine inside and outside
the Community.

' 0J L99 of 55.1970 and OJ L 303 of 28.11.1977.

' 0J C50 of 28.2.1978.

' 0J C71 of 22.3.1978.

* On 10 May 1978 the Council adopted a Regulation
on statistical surveys of areas under vines.

* 0OJ L128 of 17 5. 1978.
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Chapter Il
Analysis of the wine sector

The market

Area under vines

5. In 1976 the total area under vines in the
Community was about 2.7 million hectares
(about 3% of the utilized agricultural area
(UAA)). Most of the vines produce wine
grapes and are concentrated almost equally
in two Member States: France (49%) and Ita-
ly (47%); Germany (3.9%) and Luxembourg
(0.19%) account for only a very small propor-
tion of Community vineyards.

6. Community wine grape vineyards can be
divided into 3 categories: thosc producing
table wines (69%), those producing quality
wines produced in specified regions (quality
wines p.s.r.) (27%) and those producing wine
for conversion into wine spirits of designated
origin (4%). The percentage of vineyards
producing table wines varies from one Mem-
ber State to another: 81% in Italy and 63%
in France, whereas in Germany and Luxem-
bourg the total arca under vines qualifies for
the production of quality wines p.s.r.

7. In 1976/77 5.6% of wine grape vineyards
were not yet in production, i.e. a figure be-
low the normal renewal ratc of vineyards.
The situation varied from onc Member State
to another: France 5.1%, Italy 5.5%, Luxem-
bourg 12.1% and Germany 14.0%.

8. The arca under wine grapes increased
slightly from 1970 to 1975 and then de-
creased in 1976. The overall increase over the
6-year period was 3%: +13.2% in Germany,
+6.6% in Italy, +6.1% in Luxembourg and
—-0.9% on France.

According to producers’ declared intentions,
the area under vines should decrease further
during the 1977/78 marketing  ycar
(20 000 ha). These intentions are consistent
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with past trends (reduction of vineyards
producing table wines, increase of those
producing quality wines p.s.r.).

9. About two thirds of Community vine-
yards arc located on hillsides. Broadly speak-
ing, the long-term trend is a decrease in the
arca under vines in hilly regions and an in-
crease on flat land. The trend is particularly
marked in Italy, where vineyards arc even
being transferred from predominantly hilly
provinces towards provinces where flat land
predominates.

Wine production

10. There is more year-to-year variation in
wine production®’than in most other agricul-
tural sectors. While the average in recent
years (1970 to 1976) has been 148 million
hectolitres, the range was from 127 million hl
(1972) to 170 million hl (1973).

Considerable short-term variations from one
year to the next make it very difficult to ana-
lyse the trend in production. It is, however,
clear that total Community production has
increcased over the past 15 to 20 years. What-
ever reference period is taken this lincar
trend is sccn to exceed that of consumption
and arca.

11. Between 1960 and 1977 total wine pro-
duction increased at a rate of 1% per year.
Production of quality wines p.s.r. has in-
crecased more than table wines. The explana-
tion is partly that certain table wines have
come to be recognized as quality wines p.s.r.
It is not, however, the modest incrcase in
arca which is the major causc of the general
trend observed; the use of new varictics,
new production techniques and planting on
flat fand in very fertile soil has increased the
yiclds of table wines. Production of ‘other
wines’, most of which are intended for dis-
tillation into spirits has increased considera-
bly, Charentes leading the field.

' The figures relating to vineyards are those used for
the report on the foresecable developments in planting
and replanting. The Community has an additional arca
of 120 000 ha under table grapes.

* Graph 2.
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12, Yiclds wvary considerably from onc
Member State to another and depend on the
type of wine produced. In recent years (1970
to 1976) the average yield has been 63 hi/ha
in the Community, but ranging from
59 hl/ha in France to 143 hl/ha in Luxem-
bourg.

Consumption of wine

13. Since 1955 per capita consumption of al-
coholic beverages (spirits, wine and beer) and
non-alcoholic beverages (soft drinks, milk,
coffcc and tea) has increased steadily
throughout the Community. There arc many
rcasons for this phenomecnon, c.g. income
trends and consumer habits (replacement of
water in the daily intake)!

14. Trends vary, however, for different pro-
ducts and from onc country to another:

(@) in the southern countries (Italy and
France) consumption would appear to be in-
creasing at a lesser rate than in the northern
Member States;

(b) consumption of certain beverages is in-
creasing throughout the Community (spirits,
beer, soft drinks, coffee); consumption of
other beverages, however, is increasing in
some countries and decreasing in others:

(i) wine: increasing in all Member States ex-
cept Ttaly and France,

(i) milk: decreasing except in Italy,

(ili) tca: incrcasing except in the United
Kingdom and the Netherlands.

15. Houschold expenditure on beverages is
increasing throughout the Community, the
only exceptions being coffee, tea and choco-
late in the United Kingdom and Ireland. Ex-
penditure on non-alcoholic drinks is increa-
sing faster than expenditure on alcoholic
drinks. Expenditure on beverages as a per-
centage of total expenditure by houscholds
would seem to be declining slightly through-
out the Community, ¢xcept in Ircland and
the United Kingdom.

14

16. Total human consumption of wine? in
the Community is increasing only marginal-
ly, which means that per capita consumption
is decreasing slightly, given the more rapid
growth in population. Per capita consump-
tion varics considerably from onc Member
State to another. It is highest in the producer
countrics, particularly low in thc United
Kingdom and Ircland and average in the
Netherlands, Denmark and Belgium. The
same trend is continuing in the short termi;
at Community level the drop in consumption
in France and Italy is being offset by the in-
creases clsewherc.

17. Direct human consumption of wines in
the Community (49 litres per head per year
in 1976/77) is broken down into 36 litres of
table wines, 11 litres of quality wines p.s.r.
and 2 litres of wines imported from non-
member countrics. In recent years, consump-
tion of table wines has decrcased steadily
while that of quality wines p.s.r. has in-
creased and consumption of imported wines
has remained steady.

18. Some wine is produced for distillation
into winc spirits of designated origin. Over
the last secven marketing ycars these quanti-
ties have accounted for an average of 40% of
total distillation of wine and 5.2% of total in-
digenous usc. It should be pointed out that
nearly 40% of the wine spirits produced are
exported to non-member countries. Distilla-
tion of wines under the intervention mea-
sures provided for by the Community Regu-
lation varies considerably from one year to
another depending on the size of the harvest;
since these rules were introduced in 1970 it
has ranged from 0% of all wine distilled in
1972/73 to 58% in 1974/75.

19. The formation of consumer prices is
largely determined by producer price trends
which fluctuate considerably from one year
to another, influenced mainly by the wea-
ther. Differences result from the fact that in-
creases in consumer prices are more pro-

' Graph 3.
! Graph 4.

S. 7/78



nounced than rises at the production stage
and firms’ commercial policy sometimes dif-
fers depending on the quality of the wine
and the promotion effort undertaken.

20. The consumer market in wine would
appcar to be saturated in France and Italy
(109 million inhabitants); therc is, however,
scope for increased consumption in the rest
of the Community (150 million inhabitants).
However, wine encounters a number of dif-
ficulties there:

(@) consumer habits arc slow to change;
gastronomy plays a certain role in this re-
spect; so does the heterogencous nature of
the product;

(b)Y in thc Member States where consump-
tion is low, winc is regarded as a luxury;
consumption is very elastic in relation to
pricc and income; prices are gencrally speak-
ing high because of taxes;

(¢} consumer habits put certain competing
products in a strong position (for instance:
soft drinks among young pecople; beer
throughout the Community; coffec and tea
in the Nectherlands and United Kingdom);
the position of these products is often
strengthencd by their relatively attractive
prices and by a highly dynamic marketing
policy:

(d) all alcoholic beverages are subject to the
effects of legislation and health and safety
campaigns.

21. According to national forccasts con-
sumption of table wines may be expected to
decline in France (average annual ratc 1970
to 1980: --1.8%,) but consumption of quality
wines, sparkling wines, aperitifs and spirits is
likely to incrcase (average annual rate be-
tween +0.6 and +2.7%). However, the quan-
tity of the sccond group of products con-
sumed (quality wine: 10.3 litres per head) is
much smaller than the quantity of table
wines (80 litres per head). In Germany con-
sumption of wine and sparkling wincs is cx-
pected to increase but at a slower rate than
between 1961 and 1975.
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22.  Wines imported from outside the Com-
munity play only a minor role in total Com-
munity consumption. Of the 49 litres of wine
drunk by the average European, only 2 litres
are imported. These wines come mainly from
Spain, Portugal, Greece, Yugoslavia, and the
three Maghreb countries and Cyprus. The
United Kingdom is the only Member State
in which non-Community wines play a grea-
ter part; 2.7 of the average 5 litres of wine
consumed per head come from outside the
Community.

23. Only about 10% of Community produc-
tion is involved in intra-Community tradc.
The five non-producer Member States obtain
47% of the wine they consume from the
four producer Member States;, the quantity of
non-indigenous wine consumed in these
Member States varies considerably:

Litres per head of population on average for
the last three years

Total

. Imported wine
consumption mporte

Member State

France 102 12
ltaly 97 negligible
Luxembourg 43 23
Germany 23 15
Other uses

24, At Community level imports into the
original Member States far exceeded the quan-
titics exported until 1970. In that year the
introduction of Community rules prohibiting
coupage with imported wines rapidly cut
back certain imports (Maghreb) and csta-
blished a certain balance in trade.

With the accession of the three new Member
States, imports again became higher than ex-
ports. Another contributory factor was the
increase in purchases from the Maghreb in
1973 as a result of the poor Community har-
vest in 1972.
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More recently the trade pattern has again
altered. Net imports have fallen below 1 mil-
lion hl since 1975/76. Imports and exports
thus represent 3 and 4% respectively of av-
erage intcrnal utilization.

25. In all the producer Member States wine
stocks are considerable and at Community
level the stocks at the end of the marketing
year represent between 40 and 55% of the
total internal utilizations. The need for these
stocks is obvious in the case of quality wines
p.s.r., especially for the purpose of ageing (at
present thesc stocks represent 130% of util-
ization). Another factor is the date of declar-
ation of these stocks (1 September), which
implies that until this date a minimum
stock is held to ensure supplies until the ar-
rival of the wine from the new harvest. This
minimum may be estimated at between 30
and 35% of consumption in the casc of table
wine (= about 30 million hl).

The long term trend is towards larger stocks,
with stocks of quality wines p.s.r.l. being in-
crcased in order to meet quality require-
ments. However, major changes in the over-
all stocks are mainly due to changes in the
stocks of table wines, which vary with the
volume of the harvest and the intervention
measures applied.

Producer prices

26. In the wine-producing Member States as
a whole (Community average), producer
prices! vary with the quantities produced:
they increasc in yecars of small harvests (for
example 1972/73) and decrease in years of
plenty (for example 1974/75). The same
trend can be noted in France and Italy,
which produce about 90% of all Community
wine. In Luxembourg the steady increase in
producer prices is not greatly affected by the
quantitics obtained. In Germany, producer
prices are affected not only by the quantities
but also by quality considerations (‘wine of
the century’).

27. The trend in nominal prices has not al-
ways been the same for quality wines as for

16

table wines. At Community level, the price
index for quality wines rose morc than for
table wines between 1968 and 1976. With the
exception of 1975 the same has been true in
France. In Italy and Luxembourg, however,
the pricc index for table wines has risen
more sharply than for quality wines in certain
years.

28. When the average producer prices are
compared with the guide and activating
prices fixed under the common organization
of the market in table wings, it is clear that
in certain years on cecrtain representative
markets producer prices have been lower
than either the guide price or the activating
price. This occurred in the 1971/72 market-
ing year and in Italy between 1974/75 and
1976/77. The downward trend was morc
marked with white wines than with red
wines. The ratios between the average prices
and the prices fixed under the common or-
ganization of the market in wine were not al-
ways the same in France as in Italy. They
were higher in Italy than in France during
the 1972/73 and 1973/74 marketing years.
From 1974/75 onwards the situation was re-
versed and French prices increased more
than Italian prices.

The differences in prices on the various mar-
kets for type R 1 are generally greater in Italy
than in France.

The imblance

29. Over the last scven years direct human
consumption of all wines in the Community
has averaged about 129 million hi per year.
Processing, including losses but not includ-
ing intervention measures, represented 15
million hl, making a total of 144 million hl.
Average production during the same period
was 148 million hl, which, with net imports
of 2 million hl, puts availabilities at 150 mil-
lion hl. Balance could only be achieved by
withdrawals for distillation, amounting to an
average of almost 6 million hl per year.

' Graph §.
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If only the final estimate for 1976/77 is tak-
en into account, the situation is different be-
causc direct human consumption accounted
for only 127 million hl and processing (other
than intervention) for 13 million hl, making
a total of 140 million hl. Intervention distil-
lation took 5.3 million hl and a balancc with
production (148 million hl) was not achieved.

30. Table wine represents about 70% of
Community wine production and is almost
cxclusively produced in France and Italy. It
is only in respect of such wine that the com-
mon organization of the market provides for
a system of prices and intervention; this sys-
tem has been considerably altered since 1976.
During each of the first six marketing years,
exceptional distillation was carried out, ex-
cept in 1972/73. In 1976/77 the market was
rationalized by new intervention mechanisms
introduced by the Council (preventive distil-
lation, obligatory distillation, ctc.). The per-
centage of table wine production thus dis-
tilled varied between 2.2% in 1975/76 and
189 in 1974/75, the last figurc being attri-
buted to two exceptionally plentiful harvests.

31. All these intervention measures gave
rise to expenditure chargeable to the EAGGF
Guarantce Scction. Between 1971 and 1974
this cxpenditure varied between 0.13 and
0.53 u.a. per hl of table wine produced in the
Community. Since 1975 expenditure has al-
ways been higher than 1 u.a. per hl (1977:
1.09; 1975: 1.27; 1976: 1.76 u.a.). This in-
crease in expenditure is mainly due to the
fact that from 1974 onwards not only have
greater quantitics been distilled but also the
quantities placed in short- and long-term sto-
ragc have been greater. The expenditure to
be borne by the Guarantee Scction thus in-
creased from 12.4 million u.a. in 1973 to 173
million u.a. in 1976 and 95.6 in 1977.

32. 1t is difficult to give exact figures for
the magnitude of the imbalance on the mar-
ket in table wines. The harvest varies consid-
crably from year to year. Statistics on table
wines are still sketchy; grave uncertainty still
hangs over the development of direct human
consumption of table wines. For that reason
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different working hypotheses should be con-
sidered when an attempt is made to quantify
the imbalance in figures.

33. A first (optimistic) hypothesis is that
the surplus corresponds to the average quan-
tity distilled over a long period. Thus an ave-
rage of 6 million hl were distilled per mar-
keting year between 1970/71 and 1976/77.
The following estimated data would confirm
that the surplus was 6 million hl:

— average production: 105 to 106 million hi;

— direct human consumption: about 94 to
95 million hl;

— normal processing and losses: about 5 to
6 million hl.

34. A sccond (pessimistic) hypothesis s
that the surplus runs to about 10 million hl.
This hypothesis is based on the anticipated
drop in direct humian consumption of table
wine to a level of 90 million hi (instead of 94
to 95 million hi in the preceding hypothesis).
Thus, the forward estimatc for the 1977/78
marketing yecar forccasts that direct human
consumption will be less than 90 million hl.

35. Ttis to be feared that the imbalance will
increcase further in the future, following the
changes taking place in the Community
vineyards and the use of new production
techniques. It should also be remembered
that enlargement of the Community to in-
clude the applicant States in the Mediterra-
ncan region could increase the anticipated
difficulties because their production potential
is very great:

(i) Community vineyards would increase
from 2.4 to 4.7 million ha, but some of the
vineyards in the three applicant States arc lo-
cated in rather dry regions;

(iiy The extremely low yiclds currently
achieved mean that the total wine produc-
tion of these three States represents only
one-third of the Community’s annual pro-
duction;

(iii) per capita consumption of wine is higher
than the Community average in Spain and




Portugal (in Greece it is lower); it is difficult
to foresec any incrcasc in consumption;

(iv) at present over half the wine cxported
by these States is sent to the Community
and represents two-thirds of the latter’s im-
ports. It must be expected that after acces-
sion these States will try to market a larger
part of their production within the enlarged
Community.

At present, wine production in the Commu-
nity represents about 45% of world produc-
tion. On the accession of the three applicant
countries, this percentage will be increased to
about 60%.

36. It should bc noted, however, that the
wine regulations in force in the three appli-
cant countrics are similar to the Community
regulations. But the strict Spanish and Portu-
guese rules on the planting and replanting of
vineyards arc more scvere than those applied
in the Community.

37. To sum up, the current imbalance on
the wine market falls within a bracket of 6
to 10 million hl. Dcpending on the estimated
yields from the vineyards, this quantity corre-
sponds to an areca varying between 50000
and 150000 ha. From the information avail-
able it is not possible to specify which type
of wine, which quality or which regions are
most affected by this phenomenon. As was
already emphasized previously,! there has for
some years been a growing trend towards the
planting and replanting along rational lines of
vincyards producing table wine, with the aim
of achicving maximum yiclds by transferring
vineyards from the hills to the valleys. In
Italy the production of wines with a very
high alcoholic strength for the purpose of
coupage has gradually been replaced by the
production of wines with an average or low
alcoholic strength for direct consumption. To
obtain more accurate information, the Com-
mission has carried out a morc thorough ex-
amination of production and processing
structures in the wing sector.
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The structure of wine production

Vine holdings

38. Since table wine is produced almost cx-
clusively in France and Italy, this survey is
restricted to those two Member States. It has,
however, been carried out for the smallest
geographical region for which data were
available. In order to make the data more
transparent, a system has been developed in
order to make it possible to distinguish be-
tween holdings for which vines are of con-
siderable importance and those where vines
scem not to be a significant part of the pro-
ductive system.

In accordance with this idea, the ‘specialized
holdings® have an arca under vines exceed-
ing 40% of the UAA while the proportion
amongst the ‘less specialized holdings’ is un-
der 10%.

A combination of this factor with the hold-
ing’s UAA produces the classification given
in Graph No7.

39. In France almost the entirc winc-grow-
ing zone is south of the Loire. The diagram
giving the concentration of vine holdings?
shows that the degree of concentration is
very marked in the south-east and less so in
the south-west of France. In 1970, two thirds
of table wine vineyards were concentrated in
four southern regions: Languedoc-Roussil-
lon, Midi-Pyrénées, Provence-Cote d’Azur
and Corsica. Holdings with less than onc ha
of vines arc comparatively few in these re-
gions. Half the total arca under vines is in
holdings with between S and 20 ha of vines.
Most French holdings with more than 20 ha
of vines are situated in Langucdoc-Roussil-
lon and in the department of Bouches-du-
Rhone, and they occupy 30% of the total
area under vines in those regions,

40. By applying the classification system
described above, the French wine-growing

" Point 1 — OJ L303 of 28.11.1977.
? Graph 8.
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holdings (all vineyards) can be broken down
into two groups of regions:

¢ The first large group of regions, represen-
ting 60% of French wine-growing potential,
is distinguished from other rcgions by the
relative importance of specialized holdings
(about threc quarters of the regions’ wine-
growing arca and one quarter of the hold-
ings); this group comprises the regions
of Lanquedoc-Roussillon, Provence-Cote
d’Azur and Corsica and the department of
Gironde. In these zones the non-specialized
holdings account for a small part of the vines
in spite of the large number of such holdings
(30 to 40% of the region’s wine-growing
holdings and less than 5% of the arca under
vines). It should also be pointed out that
small holdings with a substantial proportion
of land under vines arec more heavily repres-
ented both by number and areca (25 to 40%
of holdings and 15 to 20% of vines) in these
regions than in the rest of the country.
These two characteristics show that this arca
is one with a specialized vine-growing indus-
try.

One department, however, is slightly differ-
ent from the other regions in this first group;
specialized holdings are less common in
Bouches-du-Rhone than clsewhere, whereas
non-specialized holdings arec more numerous.

¢ In the second group of regions, with 40%
of vine-growing potential, there are still some
specialized holdings, but fewer than in the
other group (less than 10% of the holdings
and 20 to 30% of the regions’ vine-growing
area). Three subgroups can be distinguished
here according to predominant type of hold-
ing.

(i) Midi-Pyrénées: Less specialized holdings
arec well represented (20 to 30% of the area
and 10 to 20% of holdings).

(ii) Aquitaine (except Gironde) and Rhdne-
Alpes: here the non-specialized holdings pre-
dominate, with more than 50% of the vine-
growing holdings and more than 15% of the
arca under vines.

(iii) Pays de la Loire, Centre, Poitou-Cha-
rentes: Non-specialized holdings are even
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more common than in the previous sub-
group: more than 70% of the holdings and
20 to 30% of the regions’ vine-growing arca.

41. In Italy, vines are grown in all regions.
Wine vineyards are small or very small
units. Although vine-growing structurcs do
not show, in 1970, such marked rcgional dif-
ferences as in France, there arc nevertheless,
special characteristics in some regions of
Italy.

It should first of all be stated that the dis-
tinction between quality wine and table wine
was introduced in Italy only when the com-
mon organization of the market in wine was
set up. 1970 data accordingly do not distin-
guish vineyards in accordance with those cri-
teria. It is, however, possible, by using 1976
data, to state that production of quality
wines p.s.r. is particularly high (25% of the
arca) in the Trentino-Alto Adige and Friuli-
Venezia Giulia regions and in the provinces
of Firenze, Sicna, Ascoli Piceno, Verona,
Cucno, Asti, Sondrio and Pavia.

The table wine area, on the other hand, is
particularly high (90% of the total area) in Si-
cilia, Campania, Puglia and some regions of
Sardegna, Toscana, Lazio, Liguria and Pie-
monte.

42. Graph No 9 shows that the concentra-
tion of vineyards is quite high in Italy, but
generally less high than in France. Contrary
to the situation in France, wine is mainly
produced on holdings with not more than
5 ha of vines (98% of holdings, 81% of total
area under vines). Large undertakings with
more than 20 ha under vines account for
more than 10% of the region’s vine-growing
arca only in the plains of Puglia, Sicilia, Tos-
cana and Lazio and in the hills of Sicilia and
Toscana.

43. Broadly speaking, only threc types of
vine-growing holdings were well represented
in 1970. These were specialized holdings,
small holdings with a substantial proportion
of their arca under vines and non-specialized
holdings, small holdings with a substantial




proportion of their arca under vines and non-
specialized holdings, which accounted for
nearly 85% of the arca under wine grapes
and comprised some 90% of vine-growing
holdings. The last two categorics occupied
639 of the vine-growing arca with 88% of
the holdings which indicates that the prob-
lem of Italian viticulture is also, and above
all, a structural one.

A first group of regions (Puglia pianura, Si-
cilia pianura, Toscana collina and Lazio pia-
nura) which, in 1970, represented more than
a quarter of the wine-growing potential, has
a very high proportion of specialized holdings
(5 to 10% of holdings and 40 to 50% of the
arca under vines) and at the same time a
lower proportion of non-specialized holdings
than the rest of Italy. In two other zones, Si-
cilia collina and Toscana pianura, the propor-
tion of specialized holdings is higher than in
the rest of Italy, although not as high as in
the regions referred to above (2% of holdings
and 25 to 30% of the arca under vines).

A second group of regions (Puglia collina,
Veneto, Lazio collina, Piemonte, Campania,
Abruzzi collina, Lombardia collina, Calabria),
which represented 37Y% of wine-growing pot-
ential in 1970, is marked by the large num-
ber of small holdings with a substantial pro-
portion of their arca under vines and of non-
specialized holdings (more than 70% of the
arca under vines and more than 85% of the
region’s wine-growing holdings). Within this
group, three zones, Piemonte pianura, Cam-
pania and Calabria collina, stand out through
the presence of a large number of these non-
specialized holdings (more than 50% of the
arca under vines and more than 80% of
holdings).

Onc region (Lombardia pianura), where we
have scen that there were practically no
holdings with more than Sha of vines,
is notable for the large share of regional
wine-growing potential (259%) accounted
for by non-spccialized holdings—small or
large—(30% of the region’s wine-growing
holdings). A glance at the other data for this
rcgion suggests that its wine-growing hold-
ings are almost entirely non-specialized but
structurally quite sound.
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A final comment should be made about the
regions with a large concentration of ‘other’
holdings (Veneto pianura, Emilia-Romagna
and Sardegna pianura). If the economics of
wine-growing improved, this type of holding
could become specialized, thus changing the
characteristics of the region.

The labour force

44. Since data are not available on the ac-
tive population in the wine-growing secctor,
this survey is restricted to the active farming
population in thosc regions of France and
[taly wherc a large proportion of holdings
produce wine. In using this method, the
margin of crror is smaller in France, where
in some regions wine-growing is more con-
centrated than in Italy.

45. A study of the overall structure of em-
ployment shows that in France the propor-
tion of the working population in agriculture
is lower than the national average in three
regions only (Provence—Cote d’Azur, Corsi-
ca and Rhone-Alpes). This does not mean
that the agricultural scctor is highly devel-
oped. On the contrary, it indicates a very
small agricultural population, since the
Rhone-Alpes region and the greater part of
the Provence-Cote d’Azur and Corsican re-
gions arc classified as mountainous regions
within the meaning of the Directive of
28 April 1975 on hill farming and farming in
certain less-favoured regions.!

Agriculture plays an important part in some
of these regions; not including sccond-stage
employment, agriculture ecmploys 20.4% of
the work force in Languedoc, 209 in Corsi-
ca, 18% in Midi-Pyrénées and 14% in Aqui-
taine. These rates are all the more significant
since the labour force represents only 36% of
the total population in Languedoc and 39%
in  Aquitainc and Provence-Cote  d’Azur
whereas the Community average is 42%. In
the other regions of France where wine pro-
duction is significant the proportion of the

' OJ L 128 of 19.5.1975.
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total active population engaged in agriculture
also exceeds the national average in Roussil-
lon, Poitou-Charentes and Pays de la Loire,
in spite of the tendency in agriculture to
shed labour.

46. The percentage of those out of work is
particularly high in Languedoc-Roussillon,
Provence-Cote d’Azur and Corsica. The high
rate of unemployment (the highest in
France) is a serious problem for these re-
gions, and more particularly the rate of youth
unemployment, which is of the order of 15%
whereas it is some 7.8% for France as a
whole. Furthermore, since these regions pos-
sess an age-group pattern taking the form of
a wide-based pyramid, the number of young
people who will come on to the labour mar-
ket in the next ten years is very high com-
pared with the scope for creating new jobs,
so that, in the absence of emigration (which
is less and less well tolerated), youth unem-
ployment is likely to become more and more
acute. In Languedoc-Roussillon, Provence-
Cote d’Azur and Corsica the proportion of
the non-working to the working population
is also substantially higher than the national
average. This is also true in Aquitaine and
Poitou-Charentes. The need for structural
development in the widest sense is obvious
in these regions.

47. In Italy the problem is more serious.
There are more wine-growing regions in
which a high level of uncmployment is
found together with a large non-working
population. This situation obtains in the rc-
gions in the south of the country and the is-
lands, which also have a substantially larger
active agricultural population than the na-
tional average.

Employment in agriculture is 21% in Cam-
pania, 15% in Emilia-Romagna, 12% in
Veneto, 10% in Piemonte. Some of this la-
bour force is underemployed.

In the Mezzogiorno, the tertiary industries
have a low productivity level and some of the
secondary industries are on a small scale.

As the birth rate is high in the Mezzogiorno,
the number of people of an age to come on
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to the labour market will remain very high
for the next 15 to 20 years.

There arc no development prospects at pres-
ent which could change this situation.

48. In the regions under study in France
and Italy, the agricultural labour force is pre-
dominantly male, particularly in Languedoc-
Roussillon, Provence—Cote d’Azur/Corsica,
Poitou—Charentes and Sardegna, both over-
all and in each age group. In both Member
States the 35 to 55 age group is farge and
fairly stable. However, in France the propor-
tion of male workers under 45 is greater than
in Italy where, for a time, a large number of
young people emigrated.

In addition, in the regions under study in the
two Member States the proportion of the ac-
tive agricultural population aged over 65 is
particularly high in the Midi-Pyrénées, Pro-
vence-Cote  d’Azur/Corsica, Rhone-Alpes,
Toscana and Piecmonte regions.

49. With regard to the pressure from rising
generations, the situation is theoretically fav-
ourable for restructuring since almost half
the farmers in France and about a third in
Italy probably have no successor. However,
experience in applying the Council Directive
of 17 April 1972 concerning measures to en-
courage the cessation of farming and the
reallocation of utilized agricultural arca for
the purposes of structural improvement! has
shown that the mobility of the active agricul-
tural population in the 55 to 65 age group is
very limited.

Wine-growers’ incomes

50. The results of the EEC Farm Accoun-
tancy Data Network (FADN) for the period
1969-1976 have been analysed from various
standpoints2

' 0J L96 of 23.4.1972.

? The FADN in its present form does not represent the
whole of the agricultural sector, and wine-growing hold-
ings (a particularly heterogeneous group) are particularly
badly represented.
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The following facts emerge from a compari
son of the accountancy results of wine-grow-
ing holdings in the different divisions (hold-
ings with between S and 10 ha UAA):

(i) the net farm income per ALU in the
Rhone-Alpes, Aquitaine, Midi-Pyrénées,
Veneto, Trentino-Alto Adige and Friuli-Ven-
ezia Giulia regions is slightly higher than the
average for this size category;,

(i) net farm income depends largely on pro-
duction per hectare (in terms of value) and
its variations arc more closely related to
changes in the gross production than to
changes in inputs;

(iii)y the net farm income per agricultural la-
bour unit also depends on how labour-inten-
sive the holding is. Thus, compared with the
value per hectare of production, farm income
is relatively high in Sicily and Sardinia and to
a lesser extent in Languedoc, Pro-
vence—Cote d’Azur—Corsica, areas of rela-
tively low labour intensity. The opposite si-
tuation is observed in Aquitaine, Midi-Pyré-
nées, Piemont, Val d’Aosta and Lombardy.

51. Comparison of the accountancy results
obtained from wine-growing holdings in the
various size categories in each of the regions
under consideration shows that the gross
product per hectare is more or less the same
in each category. The net farm income, on
the other hand, varics according to labour in-
tensity, which decreases as the arca increases
until an arca of 10 to 20 ha is reached, above
which the figure remains stable. As a result
the net income is lowest on farms of less
than 5ha and rises until farm area reaches
20 ha. The net income on larger farms is
about the samec as on farms of between 10
and 20 ha.

52. Comparison of the accountancy results
of wine-growing holdings with thosec of other
types of farm of the same size in the same
region shows first of all that the labour force
is often larger on horticultural holdings and
fruit farms. The reverse is true of olive hold-
ings and farms based on general agriculture
or grazing.
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Wine-growing holdings often head the list
for net farm income per ALU. In most of
the regions observed the income of fruit
farms, horticultural holdings and gencral
farms of more than 20 hectares was in some
cases competitive.

Marketing and processing structures

53. In both France and Italy wine is mar-
keted by both cooperatives and private firms.
France is encouraging the processing and
marketing of wine by producer groups.

54. In France four fifths of the wine pro-
duced by cooperatives (28 million hl = 42%
of French production) is table wine, and one
fifth quality wine p.s.r.

Cooperatives play a leading role in the south
of the country, particularly in some depart-
ments along the Mediterrancan coast. In
these regions, cooperatives produce more
than 60% of the wine. Cooperatives in these
regions arc, however, generally very small;
their equipment is often not up to date and
they sometimes have management difficul-
ties. The services of a broker and a shipper
arc generally required for the marketing of a
product which will be used as a raw material
in the manufacture of wine for sale to the
consumctr.

Since 1973 the French Government has tried
to accelerate economic reorganization in
these regions based on producer groups,
which should be larger entitics producing at
least 100 000 hl and capable of carrying out
all the operations necessary for marketing a
wine which can be drunk without further
processing.

This policy has had some success, but is still
inadequate. The volume produced by group
members is considerable, but only a small
proportion is sold through the group—6% in
Languedoc-Roussillon, 5% in Provence
—Cate-d’Azur, 8% in Midi-Pyrénées and
5% in Corsica.
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55. The complicated marketing procedure
for wine, in France places the cooperatives at
a distance from the consumer, as only a
small percentage (4%) reaches the consumer
direct. Of the 96% which is always sold
through a broker, only 11% is sent to shops
and consumer cooperatives without passing
through the wholesale stage at either the
place of production or the place of consump-
tion. 20% of all table wine takes a longer
route to chain stores but is not sold on the
wholesale market at the place of consump-
tion. 16% of table wine is consumed on li-
censed premises after passing through the
wholesale markets at both the place of pro-
duction and the place of consumption. It is
also interesting to note that at least part of
the bottling is done by the trade.

56. In ltaly 36.3% of all wine is produced
by cooperatives, 48% by private holdings and
12% by industry and the trade.

Cooperatives have expanded considerably:
their storage capacity increased nincfold be-
tween 1950 and 1970.

The storage capacity of wine cooperatives
exceeds 40% of national production, but
their size varies greatly from one region to
another. Although wine cooperatives process
about 50% of all grapes produced in Trenti-
no-Alto Adige, Veneto, Emilia Romagna,
Abruzzi, Puglia, Sicilia and Sardegna, the fi-
gure is much lower in other regions, particu-
larly in Piemonte (20%) and Toscana
(26.6%), two of the most important wine-
producing regions in Italy.

In the four regions with the best organization
(Emilia Romagna, Veneto, Puglia and Sicilia),
the coopcratives supply:

(i) 83% of concentrated musts;

(i) 85% of wine subjected to coupage;
(i) 41% of quality wines.

The Italian cooperatives generally restrict
their activity to processing grapes into wine,
practically ignoring the later stages of bott-
ling and marketing. In 1973 only one third of

cooperatives had a bottling plant. It was,
moreover, impossible to determine the per-
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centage of wine actually bottled, as only in a
few cases could the bottling plant cope with
all the wine produced by the coopcrative.
The high cost of equipment encourages the
formation of ‘bottling associations’ (there
were already 17 in 1973).

In addition to wine cooperatives, 126 associa-
tions in Italy have another legal form. These
arc mainly ‘Enopoli’, owned by the ‘Consor-
zi’ and the ‘Federconsorzi’. Unlike the co-
operatives, these bodies are not formed by
producers, but producers may usc them. In
1973, 40 of these ‘Enopoli’ had bottling
plants.

57. The wine distribution network is not
known exactly. Cooperatives are beginning to
take an interest in distribution, but this is
still only a marginal phenomenon. It is also
difficult to distinguish the marketing of wine
from that of other beverages.
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Chapter Ill

Action programme
for the wine sector

The options available and the
difficulties involved

58. The common organization of the mar-
ket in wine provides for instruments to deal
with temporary imbalances resulting from
the annual variations in production caused
by natural factors. These instruments cannot
yield results unless there is a long-term bal-
ance between production and outlets. In the
absence of such long-term balance, measures
need to be taken to increase outlets and to
control the production of table wine. This
will entail the coordinated introduction of
structural measures and market-related mea-
sures.

The increasing of outlets

59. Wider and more diversified outlets
should be found for wine products. There is
a good chance of increasing table wine con-
sumption in the northern regions of the
Community where per capita consumption is
well below that in the southern regions of
the Community.

A number of obstacles still stand in the way
of wine consumption, the important of thesc
being taxation. The taxation of wine varies
widely within the Community. Little prog-
ress is being made towards the harmoniza-
tion of the taxes and charges levied on wine.
As regards the level of taxation, the Com-
mission would point out that its recommen-
dation of 5 December 1975 to the effect
that the highest rates of excise duty should
be lowered, has failed to achieve its purpose?
Since this recommendation, scveral Member
States (Benelux, United Kingdom) have
further increased the rates of taxation on
wine. The Commission has opened infringe-
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ment proceedings against the United King-
dom for its contravention of the second para-
graph of Article 95 of the EEC Treaty in
imposing a high rate of excise duty on table
wine; there exists a competitive relationship
between beer and wine such that the rate of
excise duty on wine protects the consump-
tion of beer in the United Kingdom. In July
1978, the Commission remitted this case to
the Court of Justice?

60. Another way of increasing outlets con-
sists in information and promotion cam-
paigns on bchalf of table wine; such cam-
paigns could concentrate on the table wine
qualifying for some geographic description
(vin de pays; vino tipico; Landwein) and
could be conducted especially in those re-
gions where consumption is relatively low.
The improvement of wine labelling require-
ments at Community level could also be
considered in the context of expanding con-
sumption. It would improve the level of con-
sumer information and assist the flow of in-
tra-Community trade.

61. The Community currently exports 5
million hl of wine to non-member countries,
2 million hl (40%) of these exports being
table wine. Although the chances of increas-
ing table wine exports would seem limited,
as compared with the possible uses within
the Community, the external outlets should
be developed where possible. During the last
15 years the trend of exports of wine from
the Community shows a slight increaset

62. There has so far been little success in
the scarch for other outlets for wine pro-
ducts. Real opportunitics may exist, how-
ever, particularly where the utilization of
concentrated must and rectified concentrated
must is concerned.

OJ L2 of 7.1.1976.
Graph 10.

0J C 214 of 8.9.1978.
Graph 11.
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Control of the quantity
and quality produced

63. In the long term the control of table
wine production entails the adjustment of
the production potential to the demand. The
current trend is to move vineyards from
their traditional locations to arcas where
wine-growing presents fewer problems; this
often means a move away from the hills
towards the plains. As a rule, such relocation
of vincyards is accompanied by an increase
in yicld, sometimes to the detriment of qual-
ity. This trend does not always reflect the
natural suitability of the various arcas for
wine-growing.

A study should therefore be made of the
possible production alternatives for the arcas
located in the plains, where the natural con-
ditions seem more favourable for conversion
towards other types of production. At the
same time it would scem necessary to devise
a number of interrelated measures whereby a
general improvement can be made in the
structures of traditional vineyards, most of
which arc located on hillsides.

64. For this rcason, the action programme
for the wine sector must consist of measures
differentiated according to the geographical
situation of the vineyards and the socio-ec-
onomic situation of the holdings.

The success of such an action programme
will largely depend on the extent to which
the wine-growers concerned arc able to re-
ccive information and guidance on the var-
ious options open to them.

Quantity control

65. One possibility is the cessation of all ag-
ricultural and wine-growing activities and the
transfer of labour to other activities. The an-
alysis shows that, given the present econ-
omic and social structure of regions with a high
density of vineyards, wine-growers have little
chance of finding an alternative occupation.
Moreover, many wine-growers would have
difficulty in taking up non-agricultural jobs
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because of their relatively advanced age and
their lack of occupational experience outside
the wine scctor. This being the case, the only
way to bring about a cessation of wine-grow-
ing is to encourage early retirement among
persons aged 55 to 65 and complete retire-
ment for persons over the age of 65. The
land released as a result of the final cessation
of all farming and wine-growing activitics
should be uscd for the expansion of other
holdings.

66. A sccond possibility is the replacecment
of wine-growing by other types of farming.
On farms in the Mediterranean regions wine-
growing is often combined with other forms
of production such as field crops, horticul-
ture, fruit-growing, cattle farming, pig farm-
ing and poultry farming.

The information provided by the Farm Ac-
countancy Data Network has been used as
the basis for a study of the types of farming
which could take the place of wine-growing.
Only a limited number of regions and hold-
ings were covered by this study. In the casc
of the French regions a distinction was made
between holdings producing quality wine
p.s.r. and those producing table wine.

67. According to this study, certain field
crops (maize, vegetables) and horticulture
could provide an earned income grcater than
or equivalent to that provided by wine-grow-
ing. To give the same labour income, horti-
culture requires the same production factors
(arca, capital, labour) as wine-growing. Field
crops, on the other hand, require considera-
bly larger arcas of land but a smaller per-
manent labour force.

Another possible alternative to table wine
production would be certain fruit crops (ex-
cluding apples). Such crops provide an in-
come cquivalent to that from wine-growing,
using slightly smaller areas and a slightly
larger permanent labour force; they do not,
as a rule, require much more working capital.

68. Various intensive field crops, horticul-

ture and certain types of fruit-growing may
also be considered as alternatives to wine-
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growing from the incomes standpoint, and,
particularly on the plains, vineyards could be
converted to such crops.

Such conversion is out of the question, how-
ever, except where the markets concerned
have no problems with surpluses; it also pre-
supposes that the holdings being converted
will have at their disposal the necessary cap-
ital and land.

69. Other types of farming could also re-
place wine-growing, e.g., maize growing, beef
production, sheep farming. However, if these
types of farming are to constitute a real al-
ternative to wine-growing where income is
concerned, their introduction would have to
be accompanied by the restructuring of the
holdings concerned, their size being in-
creased and their labour force reduced.

70. This analysis demonstrates that the
conversion of vineyards is possible but that
it will be difficult to achieve, given the con-
ditions to be satisfied. The farm structure si-
tuation in the Mediterranean regions is such
that labour-intensive crops (wine, fruit, ve-
getables) represent the best way of giving
employment to an cxcessively large labour
force. Such labour-intensive types of farming
may, however, find it difficult to dispose of
their production.

On the other hand, conversion to crops
which require less labour may cause employ-
ment problems, for some of the labour force
would have to leave the agricultural sector.
For example, even where a vineyard was
converted to maize in optimum circum-
stances, although the labour requirement
would be reduced by two thirds, the gross
earnings per hectare would be lower than be-
fore. Lastly, mention should be made of the
relatively high average age of the wine-grow-
ers concerned, which represents another ob-
stacle to any substantial conversion mea-
sures.

Quality control

71. Where a vineyard producing table wine
enjoys favourable natural conditions, it
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should be so reorganized as to facilitate the
control of production and the improvement
of quality. The Commission legislation on
wine lays down minimum criteria for defin-
ing the quality of table wine; it also specifies
which ocnological processes arc permitted
and gives a classification of vine varictics.
Despite the improvements made in recent
years, these rules are not in themselves suf-
ficient to ensure that production is of ade-
quate quality in every casc.

72. Given the vine's great capacity for ad-
aptation to widely differing natural produc-
tion conditions and given the technological
advances made in wine-making, the range of
wine quality is also very large. Experience
shows, however, that the quality of a wine is
better and more in line with consumer tastes
if the vine has becen grown on land naturally
suited to wine-growing. This depends on the
nature of the soil and the climate. The way
in which these physical factors combine de-
termines the quantity and quality of the
wine produced. The vineyards which produce
the best wines, finding a rcady market, arc
those where natural factors place limits on
production.

Unfortunately these vineyards are also those
suffering from particularly serious structural
problems: poor working conditions in the
vineyard (high degree of fragmentation, var-
iable spacing and alignment of rows) and
vine varictics from which the production is
of poor quality.

Measures proposed
Measures to increase outlets

73. The Commission recalls its recommen-
dation of 5 December 1975 particularly in re-
lation to an appreciable reduction in the rates
of the higher excise duties charged on wine.!

' 0OJ L2 of 7.1.1976.
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Discussion on the Commission’s proposal for
a Directive on a harmonized excise on wine
(and on similar Directives for beer and alco-
hol)) has recently recommenced in the
Council.

74. Effective information and promotion
campaigns should be conducted in the coun-
tries concerned. The Commission proposes to
carry out a study on the organization, with
financial assistance from the Community, of
specific information and promotion cam-
paigns on bchalf of certain table wines (vin
de pays; vino tipico; Landwein). The com-
bined effect of these actions (reduction of
higher excise duties on wine, information
and promotion campaigns) should be to sti-
mulate further growth in wine consumption
in the countries concerned.

75. Regarding the other possibilities for dis-
posing of vine products, priority must be giv-
en to the usc of concentrated must and rec-
tified concentrated must in wine-making. To
this end, the Commission proposes:

(i) amendment of the rules so as to allow
the use of rectified concentrated must in
wine-making (definition, oenological prac-
tices);

(ii) the addition to the basic regulation of a
new Article enabling the Council to take rap-
id ad hoc decisions on aid for concentrated
must and rectified concentrated must pro-
duced in certain regions of the Community
and used in wine-making for enrichment.

These measures constitute the first stages in
the replacement of sucrose by rectified con-
centrated must in wine enrichment and in
the production of sparkling and aromatized
wine. A research project on the technological
and economic aspects of all the possible end-
uses of vine products other than wine will be
included in the research programme for Med-
iterranean agriculture.?

76. As regards refunds in the wine sector,
the Commission intends to fix them in ac-
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cordance with the aims of the Community
rules, so that exports continuec to develop
reasonably.

Measures to control production

77. The joint implementation of action to
convert table wine vineyards in some areas
and to rationalize them in others requires cri-
teria to be laid down for the objective clas-
sification of land according to its natural suit-
ability for wine growing. This depends on
its soil and climate, and on its combination
of altitude and slope. A distinction must be
made between hills, with a slope of more
than 5% and an altitude of more than 300
metres, and plains. In addition, alluvial soils
with more than 50% recent alluvium must
be treated separately.

78. The Commission proposes the following
categorics:

I. Land in the hills, excluding valley bot-
toms;

II. Land in the plains, with non-alluvial
soil, situated south of a line defined by the
following climatic criterion or criteria:

(a) rainfall: less than 200 mm during the
growing season (April-September),

(b) average temperature: over 18°° during
the growing scason (April-September);
II. Land:

(@) in the plains, with alluvial soil, and si-
tuated south of the line defined above,

(b) in the plains, situated north of the line,
(¢) in valley bottoms,

As recent, harmonized statistics are not
available, it is not possible to give exact fi-

gures for the vineyards in each category. A
cautious estimate of the breakdown of the

' 0J C43 of 29.4.1972.
2 0] C176 of 25.7.1978.
' Provisional figures which will be confirmed or adjust-
ed in the light of current work on meteorological data.
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total of about 1.7 million hectares producing
table wine would be as follows:

tin hay

('ulclgory (‘uln.[}mry (‘.nlclgivnry Total
France 450 000! 100000 200000 750 000
ltaly 580 000 170 000 200000 950 000
Total 1 030 000! 270000 400000 1 700 000

' Of which about 100000 ha of hills in French wine-growing areas other
than the south should, on closer technical examination, be classed as cate-
gory 1.

The aim of setting up this classification is
not to delimit geographically all the land un-
der vines, but to create an instrument for tai-
loring measures, casc by case, to specific
wine-growing areas.

79. Classification of vineyards into these
three categories is, for cach individual mea-
surc, a prerequisite for the granting of na-
tional and Community aid and for any au-
thorization of new plantings.

It is also a prerequisite for working out gen-
cral or scctoral regional programmes.

In addition, it is a prerequisite for collective
operations to improve vineyard structures
(for instance, improvement of the arrange-
ment of vine plots, of plantings and of roads,
and introduction of new vine varieties).

New plantings and replanting

80. The Commission proposes the introduc-
tion of Community rules for advance author-
ization of vine plantings and replantings
(wine grapes and table grapes), with admin-
istrative instruments for application, supervi-
sion and sanctions. The authorization sys-
tems alrcady set up in certain Member States
will be taken into account when this system
is put into effect.
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81. The Commission proposes that plan-
tings and replantings should be governed in
line with the classification of vineyards into
three categories according to their natural
suitability for wine-growing:

— replantings will be authorized for all table
wine vineyards, provided only certain varic-
ties (to be laid down) are used. The deter-
mination of these varictics implies a tighten-
ing-up of the general rules for the classifica-
tion of vine varieties and of the classification
itself;

— new plantings will be authorized only on
land in the first category; authorization for
new plantings will be blocked until it is est-
ablished that wine-growing has been finally
abandoned on land in other categorics, thus
guarantecing that the table wine production
potential of each Member State is reduced;
new plantings will come under the same
rules regarding varicties as replanting.

The exceptions to the ban on new plantings
currently provided for by the Council Regu-
lation of 17 May 1976 on measures designed
to adjust wine-growing potential to market
requirements! for growers having develop-
ment plans within the meaning of the Coun-
cil Directive of 17 April 1972 on the modern-
ization of farms? and for reparcelling of hold-
ings, will be maintained for vineyards in the
first category, as will the exceptions for mem-
ber States producing less than 5000 hl per
year.

82. A special system governing plantings
will be set up for vineyards producing quality
wines p.s.r. This system will involve an an-
nual review and previous coordination at
Community level for authorization of new
plantings envisaged by the Member States,
depending on how market outlets develop.
The ban on ncw plantings of quality wine
p.s.r. vineyards will be maintained for two
years in the Member States where this is the
main product.

' 0J L135 of 24.5.1976.
* 0J L96 of 23.4.1972.
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Measures for the modernization
of wine-growing holdings

83. The Commission proposes the following
concrete measures:

— Aid for replanting vineyards in categorics
I and I, and for new plantings on category |
land, will be granted only if there is a devel-
opment plan as laid down in the abovemen-
tioned Council Directive of 17 April 1972

— However, the aid provided for in that Di-
rective will be granted to holdings without a
development plan provided they are taking
part in collective action for structural im-
provement of vineyards; this aid will apply to
replanting of category 1 and category 11 vine-
yards and to new plantings on category |
land. On this basis and by way of derogation
from Article 14(2) of the abovementioned
Directive of 17 April 1972 the principle of fa-
vouring Community aid over national aid
will not be applied to investments for replan-
ting or ncw planting.

When the basic structure of a wine-growing
arca is inhcrently defective (fragmentation,
spacing, alignment, etc.), collective measures
to improve this structure may be necessary
and the incentive for such an improvement
cannot be discriminatory.

— Arcas in the first and second categories
covered by joint modernization operations
(with the exception of new planting) are el-
igible for a lump-sum premium of between
1500 and 2500 u.a./ha, depending on the
average cost of the operation. The minimum
premium of 1500 u.a. is granted where the
basic vineyard structurc is good at the start
of the opcration, while the maximum figurc
is rcserved for opcrations cntailing a com-
plete restructuring of the vineyard. This
lump-sum premium for the improvement of
vineyards is the subject of a common mea-
sure introduced for the duration of the pro-
gramme and applying to about 200 000 hec-
tares. The EAGGF, Guidance Scction, will
reimburse 35% of eligible expenditure.

84. Aid for planting and replanting is grant-
ed only to recipients using vine varieties ap-
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pearing on the list of varieties approved by
the Council.

Measures concerning the conversion
of vineyards to other crops

85. The present wine surplus corresponds
to an arca of between 50000 and 150 000 ha
of vineyards, depending on the figure adopt-
ed for the yield. The present system of con-
version premiums could lead to the grubbing
of about 50000 ha of medium- or low-yicld
vingcyards, but docs not guarantce that this
wine-growing potential will disappcar com-
pletely. The Commission thercfore proposes
to implement a programme whereby at least
100 000 ha of vines will be grubbed and de-
finitively ccasc to produce wine. This pro-
gramme should cover arcas under vings
which genuinely cease production under the
accelerated programme for restructuring and
converting vineyards in certain Mediterra-
ncan regions of France, which is intended to
cover 33000 ha of vineyards?

86. In 1976 the Council decided to intro-
duce, for the three wine years 1976/77 to
1978/79, a system of premiums for voluntary
conversion open to all winc-growers in the
Community.? These arrangements providce for
the granting of a premium of 1000, 1500 or
2000 u.a./ha, depending on the productivity
of the vineyard; the premiums are intended
to compensate for both the grubbing of the
vines and the grower’s undertaking not to re-
plant for six years.

87. The Commission proposes:

(i) to modify thesc arrangements from the
1978/79 wine ycar onwards along the lines
shown below;*

(iiy to make provision for their application
during the validity of the action programme
for the wine sector (1979-1985);

' QJ L9 of 23.4.1972.
1 0J L206 of 29.7.1978.
' 0J L 135 of 24.5.1976.
+ Point 88.
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(iii) to make provision for a review of the
arrangements during the 1980/81 wine year.

88. The Commission proposes to make the
following adjustments to the provisional grub-
bing arrangements laid down in the Council
Regulation of 17 May 1976 on the granting
of a conversion premium in the wine sec-
tot:!

(i) the conversion premium will apply to all
vine varieties in third-category vineyards but
only to the varicties at present covered in
sccond-category vineyards;

(ii) the period during which the total area
under vines on the holding concerned may
not be increased is to be extended from six
to eight years;

(iv) at the end of the eight-year period fol-
lowing the granting of the conversion prem-
ium, catcgory vincyards will not qualify for
modernization aid:?

(v) the conversion premium will vary be-
tween 1 500 and 3 000 u.a./ha, depending on
the yield.

89. The Commission also proposes to intro-
duce arrangements for encouraging farmers
to ccasc wine-growing. If the farmer decides
to cease wine-growing definitively on arecas
alrcady qualifying for the conversion prem-
ium, he will receive a single payment of
2000 u.a./ha. This amount will be reduced
by 200 u.a./ha each year with effect from the
fourth year following the granting of the
conversion premium. Where a grower quali-
fies for such payments, he must not plant
any vines on the eligible area in the future.

90. The Commission proposes to introduce
a scheme whereby the right to replant may
be bought back from wine-growers with
vineyards of the second and third categories
(France only). This scheme provides for the
granting of a lump-sum premium in the
same way and on the same conditions as the
premium granted for the cessation of wine-
growing.

91. Expenditure on the modernization ne-
cessary for growing crops other than vines
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will be eligible for the normal system of aid
laid down in the Council Directive of
17 April 19723

92. The Commission estimates that the
proposed grubbing programme* will apply to
some 77 000 hectares from the 1978/79 wine
year onwards; a total of about 116000 hec-
tares will thercforc be involved if the
39 000 ha which qualified for the conversion
premium in 1976/77 and 1977/78 arc taken
into account. The Commission estimates
that 89 000 hectares will be cligible for the
proposed incentives for the final cessation of
winc-growing’ The EAGGF, Guidance Secc-
tion, will refund 50% of eligible expenditure.

Measures concerning
cessation of farming

93. The Commission proposes that an an-
nual premium be granted on application to
growers aged between 55 and 65 whose hold-
ing has at lcast 20% of its total UAA under
vines. This premium will be granted to grow-
ers who are eligible for the incentives to give
up wine growing and who:

(i) reccive the annual allowance provided
for in the Council Dircctive of 17 April
1972;¢

(i) cease to work their farm as an inde-
pendent economic unit;

(iii) transfer at least 85% of the land re-
leased to other holdings or for non-agricultu-
ral uscs, or to land development bodies.

The premium is 500 u.a. per hectare of vine-
yard ceasing production and is granted until
the recipient’s 65th birthday. The Commis-
sion calls on the Member States to increase
their efforts to persuade growers to cease
their activities and release their land to farm-
ers in the regions concerned as provided for
in the Council Directive of 17 April 1972,

0OJ L 135 of 24.5.1876.

Point 83.

0J 196 of 23.4.1972 and Point 83.
Point 88.

Point 89.

0OJ L96 of 23.4.1972 and Point 49,
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The success of the vineyard conversion pro-
gramme depends essentially on the mobility
of the land released. The Commission esti-
mates that the proposed annual premium
will be granted in respect of some 16 000
hectares. The EAGGF, Guidance Section,
will refund 509% of ecligible expenditure.

Measures concerning the processing
of grapes and the marketing of wine

94. The Commission intends to bear the
following guidelines in mind when applying
the Council Regulation (EEC) of 15 February
1977 on common measures to improve the
conditions under which agricultural products
are processed and marketed:!

(i) in the casec of wine products from the
first category of vineyards, investments in
processing and marketing will be granted pri-
ority under Article 11(1)(a) of that Regula-
tion;

(i) products from the third category of
vineyard do not normally qualify for aid un-
der the Regulation, but the priority referred
to in Article 11(1)a) will apply to crops
which replace vines.

95. The Commission would stress the im-
portant part in this action programme which
is to be played by the producer groups in the
wine sector.

Other measures

96. The Commission also proposcs ‘mea-
surcs cnabling vineyards producing quality
wines p.s.r. to rececive Community and na-
tional aid for investments in replanting in
connection with collective operations to im-
prove vineyard structures (total cost: 46 mil-
lion u.a. of which 16.1 million chargeable to
the EAGGF).

As regards arcas for the production of spurs
and scedlings, the Commission proposcs
measures relating to the adjustments re-
quired as a result of the structural measures
provided for by the programme, as regards
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both varicties and areas (total cost: 4.3 mil-
lion u.a. of which 2.2 million chargeable to
the EAGGF).

97. The Commission intends to apply all
the principles and guidelines of the action
programme for the wine sector when it exa-
mines State aid in the light of Articles 92 to
94 of the EEC Treaty.

98. The Commission asks the Member
States to increase their vigilance and inspec-
tions to eliminate frauds in the wine scctor.
Such action is vital if the market balance,
which it is hoped to attain by adjusting
wine-growing potential, is not to be
threatened by increasing supplies of artificial-
ly produced wine.

Specific problems concerning
Charentes wine

99. In the Charentes region, production of
wine suitable for the manufacture of cognac
exceeds by one to three million hectolitres,
depending on the harvest, the amount which
can be used in the making of wine spirits of
designated origin or processed in other trad-
itional ways. This surplus may disturb the
market in white table wine. The arca with
the potential to produce these wines is nearly
100 000 ha and must thercfore be reduced by
conversion to other crops. Because of the
special naturc of the problem, the Commis-
sion has asked the French Government to
submit a regional plan concerning thesc
vineyards, with the aim of ending wine-
growing on 15000 ha and converting them
to other crops, during the period 1979/80-
1981/82 so that authorized planting of winc
will be in equilibrium with the market pos-
sibilities.

The same induccments as those mentioned
in paragraphs 88 and 89 will apply to the
vineyards having been authorized for plan-
ting when this regional plan is implemented
but the condition whereby eight years must

' OJ LS51 of 23.2.1977.
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clapsc before replanting will become more
restrictive, since the grower will have to un-
dertake to ccase wine-growing altogether on
the arca grubbed to qualify for the conver-
sion premium and the incentive payments.
This regional plan will constitute a common
measure, of which 50% is financed by the
EAGGF Guidance Section. The total cost to
the EAGGF will be some 10 million u.a.
over the three-year period.

100. According to the Commission’s esti-
mates, the proposed action programme for the
wine secctor will cover modernization of
200000 ha and conversion or cessation of
wine-growing on 77 000 ha.

Financial effect

101, The purpose of the information below
is to provide a general indication of the fi-
nancial ecffcct of the measures cnvisaged.
The usual financial statement will accom-
pany the Commission’s formal proposals.

EAGGF — Guarantee Section
Enrichment by concentrated musts

102. If the Council agrees that the possi-
bility which this report recommends should be
provided for in the basic Regulation, the aid
would be an additional 1 u.a. per °/hl. It is
estimated that expenditure on this measure
could, in some ycars, be about 45 million
u.a., but enrichment would help to reduce
the quantity of raw material available for
vinification.

Floor price

103. If the prohibition on the marketing of
wine below a minimum price is implement-
ed, the distillation operations which would
accompany the prohibition would cause addi-
tional expenditure. As the actual quantity for
distillation would depend both on the size of

the vintage and on the buying-in price for
this wine, it is difficult to estimate the finan-
cial effect at present, but it could reach 10-13
million u.a. per million hl distilled.

Compulsory deliveries of wine

Jor distillation

104. The increase in the additional rate of
compulsory deliveries of wine for distillation
would, if it were actually implemented, also
lead to additional expenditure of about 6.5
million u.a. per point! (= 1| million hl for a
production of 100 millicn hl). If the measures
were to be fully implemented the expendi-
ture would be 23 million u.a.

105. Since the progressive reduction of ex-
cisc duties on wine would encourage con-
sumption this would have a favourable im-
pact on expenditure.

106. It should be noted however that the
new market proposals and the structural
measures envisaged will have a favourable
impact on expenditure:

(1) the market management measures (in
particular application of the system of mini-
mum prices and the compulsory deliveries of
wine for distillation) would, in the case of a
large vintage, cnable the quantities supplied
for traditional distillation opcrations, which
are usually the most expensive, 1o be re-
duced;

(i) the structural measures which should
on conclusion (in seven years) diminish the
arcas under vines (90 000 ha for table wine
and 15 000 ha for the Charentes wines) would
consequently reduce production by about 5.7
million hl, corresponding to an annual saving
in expenditure of about 50 million u.a.

EAGGF Guidance Section

107. According to a provisional ecstimate,
Guidance Section expenditure could come to

' Point 75.
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about 350 million u.a., that is, an annual
average of about 47.5 million u.a., broken
down as follows among the various measures
envisaged:

(Million u.a.}

Cost
Charged to
Measure EAGGF
Total
Annual
Toul | gverage
Modernization 400 140 20
Conversion 193 96.5 14
Cessation of winegrowing | 102 51 4
Cessation of farming 40 20 1.3
Purchase of planting
rights 29.3 14.7 2.3
Charentes programme 20 10 3.3
Nurseries programme 4.3 2.2 0.3
Restructuring quality
wines p.s.r. 46 16.1 2.3
Total | 834.6 | 350.5 47.5
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Graph 1 — Wine supply balance of the Community
Average for the marketing years 1970/71 to 1976/77
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Source: EEC Commission — DG VI — on the basis of EURQSTAT.
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Graph 2 — Production and domestic use of wine
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N.B. The figure for domestic use does not allow for exceptional distillation: for Germany (harvest 1974/75), for
France and Italy {from the 1970/71 harvest).
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Graph 3 — Per capita consumption of beverages in the Community

Semi-log. scale
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Graph 4 — Per capita consumption of wine in the Community

semi-log. scale
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Graph 5 — Average Community producer price for rable wine!
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Graph 6 — Wine production in the Community and the three applicant States

semi-log. scale
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Graph 7 — Classification of vine holdings according to viticultural density (all vineyards)

Area under
vines
{ha)
Total <1 1-5 5-10 10-20 20-50 >50
UAA
{ha)
)
<1
E
E r———j
5 %)
2 5 5
1-5 ;“é— . 0 S
£ & £3
: 8 |35
= R 0 o
o £5
2 &5
5-10 s 383
£ EG.E
g w o>
= .~ _J
e SSER
Q
&
2 >3 %,
-20 c 7
10 s & %o
K=
A\
~E--m-e —)
2]
o
£
20-50 % §
T "g Farms with
£ little
5 specialization
© in viticulture
I
>50 <
o AN >

Source: FAO Census of World Agriculture (France, ltaly 1970).

40

S. 7/78




Graph 8 — Concentration of vine holdings by region (France 1970)
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Graph 9 — Concentration of vine holdings by region (Italy 1970)
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Graph 10 — Excise duties and var applied to wine in the Member States
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European Communities — Commission

Progressive establishment of the balance on the market in wine — Action pro-
gramme 1979-1985 and report from the Commission
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The Council, concerned by the imbalance on the market in wine, asked the Commission
to reconsider the problems affecting this market and to submit further proposals for
structural measures. The Commission is proposing the implementation of an action pro-
gramme in the period 1979-1985 covering the whole range of possible measures.






