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' The Future of the CQmmon Market

Allow me in this third and fxnal lecture to pick up three pointa whieh
‘we had nated in the two previoua lectures.
:P*;,e,lfreminded you that there was unbalance.‘not te»eaﬁkcheos, on most
| Vrfﬁniidmegrieelturel wmarkets even before the EEC was founded andethe comﬁpnk ’
:agfieeltural policy worked out. However, the emergence of this greet
‘eeeneﬁic bloe in Burope has thrown the problems of world‘agfiCuitﬁfe
einto sharp relief earlier than would otherwise have been the case and
shewn that just to treat the symptoms or to pass dxffxculties on to
,otber countries is no solutxon.» |

2. 1 fnrthet indicated that the development of the Commun;ty 8 agricultural

policy affects in particular the problems of trade in temperate.farm_w

' ‘pf6dﬁcts between countries with a high level of economic éevelopmeht.

‘Eore than half EEC's total farm imports come from west European coun-

i _e;tries the Unxted States, Canada and Oceania. Thla gtoup of countrzesli
"supplies the remarkably hzgh proportion of 75 % of all EEC meorts of :ei’
H'cereals meat and daxry products. The solution of these ptoblems is ';‘

therefere primarily a task for the countties of the Atlautic world, who -
fmnat be conseious here, as in all secters, “of their great responsibility BN
- tawards the developxng countrzes. | '

;It th;s be the case, then the question from which we started - BEC
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'ay The consumption of foodstuffs is growing siow1y. either because income
elasticities are very small - as in your case in USA - or because the
annual growth of population is under 1 % as in Europe.

b) Agricultural outp:t is xnc;easxng vigorously, as teohnlcal progress in
various forms creates new oroduction capocity.

These two factors are responsible for the general trend towards agri-
cultural surpluses in the highly developed countrieo. However, the problem
is aggravated by a third factof:

c) Although technical progress has led not only to an increase in agfi—
cultural production but also to an extraordinary rise in labour pro-

.- .duetivityainiagriculture Gannual growth rates in Germany and Belgium

av  aré 7.5% and in the USA 6.9 %, i.e. far above the growth rates in other
branches of the economy), in every country of the 0ld World and the New
the absolute value added (or per capita income) per person employed in
agriculture is far below that in other sectors.

There are various reasons for thié, some fundamental, others specific.

I will not analyse'theo'hofo:bot will merely note’that disoarity of inoomes

and the vital importance attéohed to farﬁ,incomes ooiicy in all modern in-

dustrial states are among the eSSentioi,teasoos why each country has mado
the maximum use of toe"m'éossibni;ies-of praamiog. opened up by technial
4progress regardleso‘of'the‘lioited'ooomeroial outlets for foodstuffs at home
of'abroodr | 7 |

' The sltuatlon dlffers from ono commodity to another, but in many cases

‘meortxng countries have built up barrxers to trade and exporting countties

fk~have spent large sums to czrcumvent these barriers. - L ’ |

Some of yoo will perhaps flﬂd this picture too sharply divided into ,f b

*"5b1ack and whxte. True. for aeveral products and in several countriea thore

- may bo':ases where economi prznciplesﬂobtain even in agricultural affairs.

ial at e{that hao not had a




>_;';hand zn produczng the present situation at soma poxnt and in respect o£ some -
proouct or other. The outstandxng features cf thls 51tuatzon are
AR dlfflcultles
. - . ‘the- efforts - ao far in most cases successful - tc pass. otie s own l

on to one s ;radxng partnets,,f.,1‘f;ﬂ

\*,‘- the 1solat10n Lnto whxch agrlculture has fallen, both w1th1n tha natlonal

”¥4~econom1es and on world marketsy

In their cwn Lnterest and part;cularlyrxn the lnterest of thexr agrlcul-,~"}f

S ture, but even more in vxew'of the problems of the developing countrzes ané‘

‘1,:of hunger zn the world the free couutries, and especxally those whlch form"
‘f“»,j,jthe Atlantxc Partnershxp, cannot afford to go: n treating only the symptoms/

”Vthts agrlcultural problem. The comlng Kenneéy Raund w111 be an opportunlty,

‘ -~ efforts.
whxch wzll perhaps not recur, of workxng out lastlng solutions by JOlnt /

Tteatxng the symptoms would be- th ;right expressxon lf the negotlatlons



‘f'of the Rome Treaty establishing EEG di.d nat believe that they could creata a

: comnmn market for farm products by dimmishing gradually cuatoms and

hE "quantztative restrict;ons. They rightly saw that trade ralationshi.ps in o

' f}:’:‘the agrzcultutal sphere can only be "normalized" or "1 1beralized" i.f the

partners atart from a common: eoneept of agncultural poh.cy. ,

1 In my f:.rst talk I pointed; out how the farm pal:.cy concepta of the si.x

Mamber States af EEC d:.ffere“‘kand txow different were their instruments for u
IR . ' ‘their
*;carrymg eut thi.s poh.cy. 'I'hey too attemptad'ﬁ- m.th succeas - to pass on / S

L ,if.j‘domstic £am problems to their trading p&rtners.
TheEEc c:amm.ssmn, whzch under the Treaty was instructed to work out the S
:',_,coumon agr:.cultural pohcy, found xtself faced with two alternatwes- .

B i 3 could stx.tch together the patchsfork so}.u"" ;cms of the six member coun-

I ;t.ries, retaining the ‘same - defenswe attitnde towards the outside warld whi.ch-

" was eharactenstic ef ag ‘poncy i.n ach?'"country. or
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cuetoms and Ievxes - all the complicated and often confused machinery used ln the

agrxcultural trade polic1es of the varioue countrles (Licenses quotas compuIS)ry

:ejderivery, state tradlng, mlxing regulatxons etc )

Th;s cannot be done of course at world Ievel first because of the great number
o of partners to the negotz'-tlons, and also because of the even greater variety and
‘fW'mnltlplxcxty of tradlng practlces. For thls reason the second Mensholt plan takee"

ffabcount of the results of the protectlve measures lmposed by the various countries,~

w1thout gozng Lnto the machlnery end practxces by whlch they obtaln these results.

| For each country the effect of its protectxve measures Ls taken to be as the
"w;dlfference between the world market prlce of the product 1n questxon and the przce f::
”?{actually recexved by farmer xn that country, thxs is. known as the "support amount"
iioThe support amounts in the dlfferent countrxes for Lndiv;dual farm products are to be
"?}noted bcund as the result of negotiatzons among the GATT Contracting Partles and ;

fpoasxbly reduced or, 1n any case, regularly subjected to 301nt revzew. Changes in

;the support amounts are then subgect tc GATT rules as in the case of 1ndustrial

uptoducts.”iThls xs the EEG proposal for tackling and solvxng agrzcultural questxons :

thebxenneoy'round *'It’should notrbevregarded_as an offer 1n the sense of trad1~7 R

demands a spec131 approach 1f these problemstare to be solved So fer no genuine,ylf[]f,'q

ofthe‘Kennedy round I name the three

thrwm of worl gricultural :



;1%@ rules to govern, and the me hods to be employed in the creatian of aeceptable

r,conditxons of access to world markets for agricultural products" ara to ba
‘”establxshed ‘ o "V T
The zmplementatlon of the first princlple demands in fact an approach like the

9 dgmethod of support amaunts. For only such an approach and not cﬂStoms :f“f,;p DO

°ide 1n these products.f With the support amounts method, importxng countrxes ;7p 

In relation tc the second prxnciple the quest;on has been rasied whether the CEE

‘fzimethad csn teally be applied to all farm products. Here 1 would like to make two :”'7?

,;Great”care mnst in fact he taken that all farm p oduc°s,are;ngei[equivalent
‘Ttreatmentywhen we are f;xing herlevel of protectxon 1n the,indxvidual coun ies.

Your'ourselvea,b €




e jeto other farm products we can te a great extent dlSSlpate any anxietlee durlng the ,'

;37}Tuegotzatxons by pract1cal examples.,:~

) 'faccount the alm of the Kennedy ronnd to free internatlonal trade from exzst1ng ob-
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Lnternal cereals przce may be usefully applied in an agreement on cereals, and

that the same view 18 held in relation to the application oﬁ the method to weat

“" and daxry products.

11 however not deny that when it comes to applying this concept ‘which is so‘

‘sxmple at flrst 51ght complicatlons mlght appear. a

We believe however, that whsrever they caﬁcérn the applxcabzlxty of the method

anally, the questlon has been brought up whetehr the method really takes into L

*f;trstacles.‘ The fear has been expressed that the method is more 11kely to Iead to the &
“ffilegalzeatxon of hlgh levels of pratectxon than to the Pvpene n trade , Ag aﬂainot

7'f:thls we are of the’ opxnlon that the method xs a genuLne contrlbutlon towards solv1ng o

‘“vithe probleﬁs of agr1cu1tura1 productlon -and trade Whlch today welgh heavy on the,f]f
N ffree world | | | ’

B I would llke to put forward the fo’lowzng arguments to’ support thxs clalm-e

- No One can say beforehand what effect the customs reductzons negotxated in the RURERN

,1ndnstt1a1 sector durxng the Kennedy Round w111 have on productlonf
t;and on access to world marketb'as well._ -

~j,eFor the flrst t1me 1n the thtory of"‘nternatlonal trade the method proposed

iliti offmmgout hati pt‘éte«‘:éliéﬁwfarm pfodhcti@)lénaqy'sf‘i:i

'Y

otters the possis

: }the‘various countrzes of the world aud expressing thxs 1n such a way as generallyife‘

_to’permzt“ egetzatlons on th1 protectzon'in terms of G&TT Farm products have LR




‘"T,ipast ,contractlng parties were perﬁectly free ta develop their agricultural‘

' yiﬁsupport measures and to finance exports at a loss. 1n future, if this approach

"‘ware adopted countrxes would renounce part of their freedom and would be able o

to act autonomously only to the extent that tue eccnomic repercussions of action

- by the publ J.c author:.t:.es wou‘o not result m the bound suppert matgm bemg

- ;exceeded In the past however the very close 11nk between economxc and socxal

”* aspects 1n the agrzeultural sector led governments to zncrease support measures

' 5a_1n order to respond somehow to the demands”of;their agricultural producers.

Fo For tbe countrles benefltzng from the bzndlng,i ts vaiue w111 depend first of

"1,f;ﬁa11 on whether the b;nding country has blocked 1ts maxlmumysupport at an amount e




The‘suppott marg;n constitutes a direct and flexxble 1ink between the various

rlfnatxonal markets and the Werd market. Henceforth, 1solat£on is impossible and
[the world market no 1onger appears as an abstract and arbitrary concept aince
5the varxous national markets are attached to it by thelr margin of support

The,suppott margzn also serves to cushion the effects of fluctuatxons whzch may

4 }cccur ‘on the world market qnd LS a stablllzxng 1nstrument- adJustments in 1t

‘he detazls of which w;llfbe'determlned at a 1ater stage can thus offset a ‘
;h[lsharp drop in przces in Lnternatxonal trade, or reflect at regular xntervals a

°fgenera1 merovement zn productxvxty due to a techn1ca1 advance which would bring o

‘7 7f1abaut an appreczable reduct1 in productxon costa._‘!

VTIn world arrangements theneferenoe prxce becomes an equ111br1um prxce in 1nter-;

) ,national trade and at the same time a target prlce 1n the 1ong term, and in most;

‘ ;caaes, 1t w111 be a negotlated_
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H_‘fle equxtibrlum between production and demand in the long term as well‘as the limita-

'jzftion of short term fluctuatxons,yxn general by means of expanding existing demand

*;;and broadening the xnternatlonal market and,‘to ‘the extent necessary, by means of
:restrlcting supply or: even production E | |

z‘;ifj;stab1112atxon of world market pr;ces at ac equitacle and remuneratice ievel

In addxtzon, the wcrld arrangement should take account of the food needs of the

<fdevelop1ng countrxes.c (*

Arrangements of thzs kznd cculd be concluded for the following products wheat '
: ’ff;and coarse gra1n, ‘meat of chxne anxmals certain dazry ‘products e.g. butter; sugar

tlcyfand perhaps oxlseeds. o

In this thlrd lecture I have shown that the questicn of 1nternatxonal agrxcul- ,
L tutal trade whlch is now becomlng so urgent as our common agrzcultural policy de-

':fi;velcps, 1s baszcally a problem whzch conenns a11 of us‘xn the Atlantlc COmmunity. )

";?‘Ro country, whether 1mporter or > orter, can claim tofbe wzthout blame, it is .

‘:itherefere only by comman actLOni'hat lastlng solutlons ‘can be found Attempts to‘

'E,lccur, 'he‘xil by merely trea””ngcthe sympto waouldvfa117to fully take account of :_f‘
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I do notbthink that these two necessities confllct with each éther. The
Communlty cannot bux‘d up zts Lnternal order 1f it falls to take the surrounding
"i.world into account and leaves ‘for some future date negotiations about its rela-
‘tzons thh this outsxde world. Thxs applxes also and even particulatly to the
-  :common agrxcultural polxcy. |

Ihe system of levzes wh1ch we now use for ma;or farm products is an_ instru-“‘

7lﬁr;iment a. mechanxsm whlch is nelther good nor. bad 1n the trade pollcy sense.,~fhe

:,}2;economic results ta whtch it leads are determined by the policy at whoaﬂ serv1ce f‘  

‘5,‘1t is placed-vptlce polzcy. The Communzty w111 not evade t 1is, questlon.‘ The Ln-‘

2-up of *bﬁ:uvmmuu nﬁ&;udltural market requires that our farmers should “f::

‘N ::know the pr;ces on whlch they*can count TheKennedy round is the Lntetnatxonal
"f¥forum in whxch the Commun1ty must expose and defend 1ts price polzcy. Thls policy

v'*ff sheuld offer our agr1cu1ture reasonable and legitlmate protectxon, which will
ﬂl:houever have a cellzng at the p01nt where necessary trade beglns to be thrt:s*ci:led'«»‘i

;The Communzty is prepared to bind the support amount if the othet parties to the‘fggﬁ

'egotzat;ens undertake to grant reclprocal conc3581ons.




” Krohn page 12

t'« to establlsh the conditions necessary for a comprehensive reorganieation of the
maxn wotld markets for farm produeta.
After thoroughly examintng other pcssibilittes we are convinced that the sup-

t 1port amount is the only possxble approach to these axms. There will be difficultiee

'fl,xn applyxng lt 1n practtce but thzs does not Justify condemnine fhn‘ ma od " Bot

R ,rthe aIternattve (ad hn utlons, state-tradtng praetxces, treatment of the symptomsf

"'eans capxtuiatlng before ‘the burnlng problems of the world's agriculture.
?:_‘Aed thts brtngs us back to the point at which we started |

A clearly defxned and reasonable EEC farm prxce polxcy is necessary for the

”f;ttnternal development of the Communzty and for the clarity of the concept underlylng

Witglts trade policy vxsavxs the world

7 The blndxng of such a pr;ce pollcy in GATT in return for rec1proca1 under-
7'}ttakings by the other part:es to the negotiatlons is a decxsive contribution to ‘the
‘fﬁsolutxon of the world's agrzcultural problems which are of equal concern to ‘coun-~ t
7: 7tr1es wh1ch meort and those whmch export. It is also ‘the surest guarantee that the -
jujexportxngﬁeountrtes w111 eonttnue to en;oy genutne sales outlets on the EEC market |

,?Oniy'tf these resuits are achleved for agricultural commodztles Wlll lt be L







