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Brussels, August 6, 1963
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INFORIATION MEMO

BACKCROUNDER G  POULTRY

The disputc between the European Economic Community and the
United States over the situation of US poultry exports can only be
fairly judged in the wider context of overall trade between the two
arcas. In this connection two major elements should be borne in mind.
The first is that both the vaiue and the volume of the trade involved
in the poultry dispute is slight. According to US government figures,
cxports of US poultry represent less then 4 % of total US poultry pro-
duction., Even at their peak in 1962, US poultry sales to EEC totallod

lese than § 53 million, as against § 1,400 million for overall sales

of US farm produce to the Community in that same year. The total for

US ecxports of all goods to the Common Market was 8 4,452 million.,
Socondly, the development of the trade in poultry should be scen

against the background of overall tronds in US — FEC trade over the

period in question. United States poultry exports to EBC rosec from

$ 2.7 million in 1958 to & 52,6 million in 1962. Cver the same pericd

cxports of all agricultural products so far covered by the Community's

common policy (coroals, pigs and pork products, poultry, cggs, fruits

and vegetables) incroascd from &4 227.8 million to % 509.1 million. With

the exception of poultry, no dispute has arisen over the other commoditics

which have continued to find a market within the Community, since the

common farm policy came inte offect in mid 1562,

Thirdly it must be emphasized that the market for poultry in Europc
has’dovoloped with exireme rapidity over the last 4 to 5 years. Since
it is in continuous evolution, the changes in trade flows are not to
be attributed solely to the level of protection but also tc a numbor
of other factors (changing tastes, increascd tcchnical proficiency,
tronds in consumer demond and in domecstic output) which arc described

in morc detail bolow.
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The working of the Community system of proctection

Under the Community regulations which form part of the Common
Agricultural Plicy, variable levies are imposed on cereals and other
farm commodities whiéh are considered 'processed cereals!", such as
poultry. The poultry levy is composed of two parts. The first pard
is not protective by nature but is calculated merely to compensate for
the difference in the feed-grain price level between each Community
country and the world market. As long as grain prices are nct harmonized
within the Community, this feed-grain differential differs from one
Member State to another. The second element of the poultry levy is an

amount intended to give modest protection to poultry production process

within the Community.

There is no guaranteed or fixed price for pouliry. The Council
fixes a "sluicegate price'in order to avold disturbances caused by
offers at abnormally low prices from non-member countries. This sluice-
gate price 1s uniform throughout the Community and is fixed on the
basis of the world market prices of feed grains and of the cost of rais-
ing poultry for representative producers outside the Community. This
sluicegate price thus operates as & minimum import price. In other words,
imports bedidw this price are not permitted; eilther the exporting country
guarantees that the offer price will be at or above the sluicegate price

or the importing Member State applies the supplementéry levy.

In the case of Germany, which accounts for 95% of the Community
poultry imports, the present basic level of protection (10.8 oents/lb or
94 Pf/kg) is to be compared with the former national regime of 15.9% =
adcvatoramcod. theunverage 4.3 cents/lb. plus the feed-grain differential
which was 6.1 cents per pound. One of the main causes of the present
dispute is the fact that the explosion of world-poultry production has

pushed the world market price below the sluicegate price.

Formerly the German tariff of 15.8% ad valorem was "bound" under
GATT. It was unbound as a result of the renegotiations under Article XXIV,
Par. 6 of GATT. In the context of the "Dillon round", the Commﬁnity con-
cluded an agreement with the U.S. indicating its willingness tc negotiate
abcut the situation of U.S. poultry exports. It was agreed that these

negotiations should take place on the basis of negotiating rights the
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Foresasts by vo.wission experts for consuapticn and output within the
wieve show that a warked diminution of iugorts nceds is likcly.
sonswaption of peultry is forcscen as incrcasc in 1963 by 3 to 4, while

o conscrvative cstimate of the rise in &bi...d. poultry production is sct

Car

at 13,20,
Pinally, it should be rcuacubered that this incrceased production
will reguirce wercals not available in the Jouwmunity. lfhere will thus bo
asg the

a necd for increascd iaports of fued grains from countrics such

United States.
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DiS. held as of September 1, 1960. The E.E.C. stated that any claims under
these negotiating rights would, of course, be based on the same reference

years as the "Dillon round®.

Subsequently the American demand was for the levy to be replaced by a
25% ad valorem duty or for a tariff quota amounting to 20% of Community con-
sumpticn of fresh and frozen poultry at a duty of 20%. The first proposal
would have provided fof a levy insufficient even to cover the feed-grain
differential. The second, calling for a quantitative guarantee, would be

(inconsistent with the system of agricultural pflicy.

Experience having shown that the fecd-grain conversion rates used in-
calculating the Community levy might be revised downward, in March 1963 the
Commission proposed to the E.E.C. Council that the basic levy be lowered
237 cents/1v. (5 Pfenning/kg) and the sluicegate price 1.4 centsiflb (12
Pfennig/kg)g The Council decided to lower the sluicegate price .7 cents/lb
(6 Pfenning/kg) and continued consideration of the Commission proposal. The
Commission was authorized to negotiate with the U.S. Government in the light
of the Council diswussions at the end of July, and to try to arrive at
a satisfactcry solution to the current dispute on either a temporary or

permanent basis.

Factors other than the levy influencing the trade in poultry

The market in the Community for inexpensive poultry raised by intensive
scientific and industries methods is a new one. As reflected in the figures
quotes above for U.S. poultry exports to the E.E.C., American exporters

have opened and exploited the market during the years since 1958.

With rising living standards in Europe the pattern of demand is chang-
ing. When confronted by competitive prices, the consumer has often come to
prefer fresh European (produced poultry to the deep frozen poultry. Also the
large stocks of deep frozen American pouliry imported just before the
application of the Common Agricultural Policy were sold as much as six months
later. The diminished attrativeness of this poultry hastened the trend to-

ward consumption of fresh poultry.

While superior experience and technical facilities gave American export-
ers an initial advantage over Buropean producers, the latter have since
acquired the necessary know-how and are in many cases applying similar
technigues. As a result production of iEnexpensive poultry within the Com-

]

munity has increased considerably.
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Importpreis (nach Anwendung der Abschopfung) . .
prix 4 1l'importation (aprés spplication du prélévement)
impcrt-price (after application of the levy)

1 .

Abschdpfung
N prélévement
Arscanopfun
rRell . + & . levy
ciuswirkung d. unterschiedl.
Futtergetresdekosten)
Prél.éver et .

(droits +incidgnece de la
dif*érence des
1'aliment: tion)

LA

hv

.M.._m .WU’ A - —
duty + feed grain diffe-~
rertial),

¥

szM¢NHL Abschdpfung
préldvement suppl.
supplementary levy

n / wWenn der Angebctspreis unter den
& / Finschleusungspreis f&llt, wird die
m CIFr¥Preis Zusatzabschdpfung angewandt. 1%
prix~caf Einschleusungspre?.

Quand le prix d'offre tombe en desscus du
prix d'écluse un prélevement supplémentaire
est appliqué.

prix d'écluse
sluicegate price

Cif-price

When cffer price falls below the sluicegate price
suprlementary levy is applied.
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Table 1

P-31/63

Imports of dead poultry (fowls, ducks, geese, turkeys and

guinea fowls) and edible offals thereof (except liver),

fresh, chilled or frozen, into the Federal Republic of
Germany from 1958 to 1962

: : 1962 1962
1958 | 1959 | 1960 [1961 {1962 [(1.1.-31.7 |[1l.8.-31.12.
EEC countries 53% 39,8% | 36.5% !30,3% |33% 28.5% 43,1%
Non~member
countries L% 60.2% | 63.5% |69.7% |67% 71.5% 56.9%
U S A 6.7%| 21.9% | 27.0% | 36.9% {40.1% Lk 6% 30,1%
Total weight
(in metric
tons) L7,372] 77,392 |10k,659| 147,190{ 179,417 123,663 55,754

The figures of imports into the Federal Republic of Germany in the four
months January to April 1963 show the following results:
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M “C.EE EWG C.EE EEG.
PORTE-PARQLE SPRECHER PORTAVOCE - WOORDVOERDER
de la Commission der Kommission delia Commisstone van de Commissie

Bruxelles, le 5 déceumbre 1463
P - 31 (suite)

NOTE D' INFORATION

Nous reproduisons ci-dessous le texte intégral du comuuniqué de
presse publié & Washington par le burcau du Représentant spécial du
Président des idtats-Unis pour les négociations coumerciales et concer-
nant les suspensions tarifaires que les itats-Unis envisagent comme
riesures de rétorsion dans la guerrc des poulets :

Office of the Special Representative
for trade negotiations

U. S. suspends tariff concessions in poultry issue

The United States notified the udxecutive Secretary of the General
Agreement on Tariffs and Trade today that it will suspend tariff
concessions on brandy, trucks, dextrine and starches. Higler tariffs
on these articles will go into effect on January 7, 1964. This action
is being taken to restore the balance of tariff concessions upset by
restrictions luposed on poultry imports by the duropean dconomic
Community. '

The new rates will apply to iwports of thesc articles froam any
source. The original tariff concessions on them, however, had been
negotiatcd with member States of thc Luropean iconcuic vonnmunity,
These nations account for 94 per cent of United States imports of the
affected articles.

A GATT panel rocently determincd that the value of United States
trade affected by the restrictions on poultry amounted to 26 million
dollars. The value of imports from the Wuropecan iHconomic Comimunity
that will be affccted by the higher United States tariff corresponds
to this figure.

Following the annouceiment of the suspensions:

e
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Christian A. Hoerter, Spccial Roprcséntative for tradec negotiations,
stresscd that the tariff concessions are suspended, not withdrawn, and
they can be reinstated at any time that there is an agreencent with
the Juropcan dconomic Jomuunity “o rcstorc rcasonable access for
United Statcs poultry.

The articles affected and their identifying nuwuber in the tariff
schedulcs of the United States arc

- Brandy, in containers cach holding not. over onc gallon and valued
at more than nine dollars per gallon. TSUS - 168.20

Brandy, in containers c¢ach holding over one gallon and valued at
more than nine dollars per gallon. TSUS ex 168.22

Automobile trucks valued at one thousant dollars or more. TSUS ex 629.05
Dextrine and soluble or chimically treated starches. TSUS 493.30
Potato starch. TSUS 132.50

Rates of United States duties

TSUS number Iten voluun 1 . . Goluman 2
imost-favored-nation : statutory
ex 168,20 Brandy 1.25 per gallon dollars 5 dollars a gallon
ex 168.22 . Brandy 1.00 per gallon dollars 5 dollars a gallon
ex 692.05 Trucks 8.5 per cent 25 per cent
132,50 Potato 1 cent per pound , 2.5 cents per pound
starch '

493.30 Dextrine 1.125 cent per pound 3 cents per pound
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