EUROPEAN ECONOMIC COMMUNITY

~ SUPPLEMENT

10
BULLETIN No. 4-1966

of the European Economic Community

EXECUTIVE SECRETARIAT OF THE COMMISSION


collsvs
Text Box

collsvs
Text Box


SUPPLEMENT TO BULLETIN No 4-1966

Establishment

of @ common price

level for milk, milk products,
beef and veal,

rice, sugar,

oilseeds

and olive oil

Explanatory Memorandum
and proposals for Council Resolutions

put forward by the Commission

EXECUTIVE SECRETARIAT OF THE COMMISSION
OF THE EUROPEAN ECONOMIC COMMUNITY



Sommaire

A. General

Explanatory memorandum on the level of agricultural prices

B. The individual commodities

Reasons for the level of the proposed prices

L
1I.
11
Iv.
V.

VI

Commission proposal for a Council resolution on common prices for milk and
milk products, beef and veal, rice, sugar, oils and fats, and olive oil

Milk

Beef and veal
Rice

Sugar
Oilseeds

Olive oil

3--4

Page

13
13
13
27
37
42
48

52

56


User
Text Box
3--4

User
Sticky Note
Completed set by User

User
Rectangle


Establishment of a common price level for milk, milk products, beef and veal,
rice, sugar, oilseeds and olive oil

Explanatory Memorandum and proposals for Council Resolutions

put forward by the Commission

A. GENERAL

1. The EEC Commission’s proposals to the
Council on the establishment of a common
price level for impostant agricultural products
contain two main points:

4) The Council, acting on a proposal of the
Commission, shall, as from 1 July 1967 and
for the ensuing matketing year applicable
to each product, fix a common price for milk
and common threshold prices for milk pro-
ducts, a common guide price for cattle and
calves, a common basic target price for rice,
a common target price for sugar and a
minimum price for sugarbeet, a common
norm price for oilseeds and a norm price for
olive oil.

b) Special provisions will be made for

sugar, and in the case of milk products
authorization to arrange temporagy support
for cerrain products will be given to those
Member States where heavy increases can
be expected in the prices of the products
concerned.

2. Together with these proposals the Com-
mission has laid before the Council 2
“Report on the probable development of
production and of the possible outlets for
certain  important agricultural products”
{Doc. COM (66) 82, finall. The repott
covers the products for which the Commis-
sion is proposing that a common price level
be established.

Explanatory memorandum on the level of agricultural prices

3. A common market is not possible with-
out a common price level for the various
products.  Actual prices in the various areas
of the common market and at various times

in the year will vary with the supply and
demand situation.

For manufactured products this common price
level in the Community will be established
step by step as duties and other impediments
o trade between Member States diminish and
the free movement of goods develops.

In the agricultural sector the situation is
different. ~ The prices paid for foreign
produce do not depend on market laws, but
are decided as part of agricultural policy in
the various Member States and stabilized of
guaranteed through a variety of commetcial
and marketing measures. The common
otganizations for these products consequently
provide for:

4) a common set of policy instruments to
be used in stabilizing the most important
agricultural prices (in particular levies and
interventions);

) the possibility of the continued existence
of different price levels in the several

Member States during a transitional period
and, in intra-Community trade of offsetting
these differences, by a variety of means,
including levies;

¢) the fixing and application of common
prices for the most important farm products
by decision of the Counci! taken on a pto-
posal from the Commission.

The common cereals price, basis of every
move in the field of agricultural policy

4 On 15 December 1964 the Council of
Ministers, acting unanimously on a proposal
for the Commission, decided that from
1 July 1967 on a common target price (Y)
would be applicable to the main types of
cereals (2); for the marketing year 1967/68
the basic target price for wheat other than
durum was fixed at DM 425 per ton.

(1) In conjunction with a basic intervention price and
derived intervention price.

(2) Wheat other than durum, barley, maize, rye, durum
wheat.



For the following reasons in particular this
decision is of far-reaching importance:

(1) As cereal prices are a key factor in the
structute of agricultural prices, the decision
on the level of cereal prices provides a
pointer for the future level of prices for
farm products in the Community. Not only
do cereal prices determine in large measure
the costs and consequently the price level
of certain important farm products, but in
addition the scale and trend of the other farm
products that compete for the available land
and manpower are influenced by their
relationship to the price of cereals.

(2) The decisions on agricultural policy
taken by the Council on 15 December 1964
ensured that from 1 July 1967 on only
cereals, pigs, eggs, poultry and products
derived from cereals would effectively be
included in the common market. From thac
date on the establishment of a common price
level and the elimination of levies in trade
between Member States will make a reality
of free movement of goods in respect of these
products.

(3} Tor weighty reasons (1), which affect the
internal development of the Community, its
agricultural policy and its commertcial policy
— particularly the GATT negotiations -—
the common price level is to be established
on 1 July 1967 for cereals and the products
detived therefrom; this represents a deviation
from the system of gradual approximation
of prices provided for in the regulations on
the organization of the market.

On the same date of 15 December 1964, the
Council also decided that any expenditure
by the Member Scates on intervention in the
cereals matket and any refunds on exports
of cereals, pigmeat, eggs, poultry, etc. to
non-member countries which gave rtise to a
claim for reimbursement should be taken
over in full by the Community.

5. If however the effective establishment
of the common agricultural market and of
joint financial responsibility were limited to
cereals, pigmeat, eggs and poultry, the
advantages stemming from the development
of free movement of goods and from the
joint financing would benefit some agricul-
tural areas of the Community more than
others. In addition, farmers would all turn
to the production of goods in which action
had been taken to put into practice the
common agricultural policy with its guaran-
tees of security for the farmer, i.c. cereals,
eggs, poultry and pigs.

At the same time the opportunity open to
the Community of making a constructive
contribution to the agricultaral negotiations
in the Kennedy round would in large meas-
ure be limited to the sector of cereals and
livestock products.
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To avoid such an unbalanced development,
no time must be lost in taking analogous
decisions which will ensute that from
1967/68 on common target, norm and guide
prices will be applied, that levies and duties
between Community countries will be elimi-
nated and that there shall be joint financing
for other farm producrs of importance.

At the Council session of 28-30 June 1965
the principle was agreed that from
1 July 1967 there should be free movement
for both agricultural and manufactured goods.
If this is to happen there will have to be:

4) Common organizations of the markets
in sugar and in oils and fats, and additional
provisions for the market organization for
fruit "and vegetables; the Commission has
already submitted to the Council proposals
on these points;

b) Common prices for milk, beef and veal,
rice, sugar, oilseeds and olive oil, to come
in“o force in the marketing year for each
product that begins after 1 July 1967, with
the exception of the common price for olive
oil, which, in accordance with the decisions
taken by the Council, must come into fotce
eatlier.

Factors determining common price policy

6. Three economic factors exert a decisive
influence on the level of farm prices through-
out the world:

i) The farmet’s interest in a reasonable
income,

ii)  The consumer’s interest in reasonable
prices,

iii) Foreign trade interests.

These three conflicting forces must always
be reconciled. How this is done depends
on the economic situaticn of each country
and the weight of each of these elements
in its economic policy. The concept of what
is reasonable, moreover, is subject to quite
varied interpretations. Countries that put
special emphasis on being industrially com-
petitive on  the world market will consider
lower producer prices to be reasonable than
would countries whose main interest is in
developing agticulture. What prices ate
reasonable to the consumer is also a matter
on which views will vary in accordance
with the economic situation in the several
countries.

U;fﬁwsc are given in detail in the Commission’s expia
natory memorandum to its proposal on cercal prices of
20 November 1963 (VI/COM(63)¢30, final, point 3 a-c).



The essential point is, however, that in all
countries agricultural prices have invariably
been fixed without regard to any international
obligasion. In fact, decisions on farm prices,
unlike those on trade policy, have always
been taken autonomously.

7. In these matters the Community’s deci-
sions on farm prices are entirely in line with
those taken elsewhere. The only peculiarity
in the case of the Community is that the
three factors referred to above have been
given legal shape in the Treaty.

Under the Treaty the Community must
parsue an agricultural policy with the follow-
ing three aims:

4l To ensure a fair standard of living for
the 'agricultural population by increasing
carnings (Article 39 of the Treaty);

bh) To ensute supplies to the consumer at
reasonable prices (Article 39 of the Treaty);

¢} To contribute to the harmonious develop-
ment of world trade (Article 110 of the
Treaty).

These principles laid down in the Treaty for
agricultural policy are directly applicable in
questions of price policy as elsewhere, because
prices are a basic clement of the common
organization established for each agricultural
matrket.

The Commission has borne these points in
mind when preparing its proposals on com-
mon prices, and assumed that they were at
the basis of the policies putsued to date by
the Member States. The Commission also
considered that it should try to avoid sud-
denly upsetting the compromises worked out
by the Member States between the interests
of the farmer, the consumer and foreign
trade.

8. To casure a reasonable income to farm-
ers, prices should be set as high as is com-
patible with the other needs of the economy.
The prices obtained for farm products are an
essential item in the formation of income
in agriculture.  Since in an expanding
economy such as that of the Community,
agriculture faces considerable difficulties of
adaptation, while the inctease in demand for
foodstutfs is only slight in relation to the
growth of income, policy on agricultural
prices has a substantial influence on incomes.
However, the range within which these
prices can be fixed by the Council is limited
by two broad considerations affecting farm
prices generally:

i) The basic policy expressed in all the
Community’s farm prices must be kept in
line with the trade policy pursued by the
Community (see scc. 10);

ii) The relation between the prices of the
various farm products must be such that it
not only takes into account both the role
which the price/cost situation (see sec. 12)
in the several branches plays in determining
how much of what commodity is produced
by farmers and the trend of agriculiural
production within the overall expansion of
the cconomy, but also contributes thereby
to the profitability of all branches of Com-
munity agriculture. This applies in partic-
ular to the relation between the prices now
to be established and the common prices for
wheat, barley, oats and maize.

The common cereal prices already agreed
can therefore be taken as a firm basis for
the consideration of all price problems.

9. TFixing a common level of prices will
mean lower prices for the consumer in some
countries and higher prices in others — a
consequence that was clear from the time
the decision on common cereal prices was
taken.

Lastly, the maintenance of a stable pattern
of consumer prices for food is helped by
the fact that in establishing common prices
the Community takes account of their effects
on external trade.

10. Consideration of this external angle is
unavoidable when fixing agricultural prices,
as price has a direct impact on the volume
of production and demand. Since the Com-
munity’s external trade in farm products is
chiefly made up of imports to cover the
difference between supply and demand, or
of exports where production exceeds domestic
demand, its repercussions on external trade
are immediate. It follows that commercial
policy is unquestionably concerned with
agricultural prices.

11. In this connection, however, there is
a further specific point to be noted. In
accordance with its obligations under Arti-

cle 110 of the Treaty — that it should
contribute to the harmonious development
of world trade — the Community has

declared its readiness in the Kennedy tound
to bind the amount of support it gives to
agricalture providing reciprocity is cnsuted.

As already explained, the Commission believes
that the search for a compromise in the
common price policy between the interests
of the producer, the consumer and external
trade should be made along lines similar
to those followed hitherto in the several
Community countries and, in fact, in- all
countries throughout the wotld. The Com-
munity’s Kennedy round proposal for
reciprocal binding of the level of support,
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which involves the level of prices, will mean
that the mutual commitments undertaken are
of equal value.

This is a new way of solving the problems
resulting from the reorganization of world
agricultural markets — a method with a
favourable effect on the development of
world trade. For a Community that is
involved in a complex of intetnational eco-
nomic relations, this idea provides the oppot-
tunity of including the level of support —
and so the farm prices which are the main
factor in the negotiation of wotldwide com-
mitments.

This general binding of the level of support
is supplemented by the proposal that inter-
national arrangements should be negotiated
for the major agricultural commodities. The
objective is that action bec taken to establish
on world agricaltural matkets a balance
between supply and demand that will pro-
mote interpnational trade in farm products
and improve the situation of the countries
involved.  Naturally, the principles of
reciprocity and equivalence will be applied
strictly to the developed countties only, and
due regard will be had to the special eco-
nomic situation of the developing countries
in the light of the principles worked out
at international level.

Guidance for producers

12. In view of the internal supply situation
for the commodities under discussion and the
quantities to be produced within the Commu-
nity, the relation between the prices for the
various products is an important factor.

The Community’s supply situation for those
products concerning which the Commission
ts here presenting proposals for the estab-
lishment of common prices can be described
briefly as follows (for a detailed discussion,
see Part B and Doc. COM (66) 82 final).
The Community is self-sufficlent — or
slightly more than self-sufficient — in milk
and milk products. Appreciable quantities
of beef and veal have to be imported because
home production cannot keep up with
demand.  Sugar production just meets or
sligthly exceeds demand, depending on the
harvest. The Community as a whole needs
to import rice, especially long-gtain rice. The
gap to be covered by imports is particulatly
wide for vegetable oils; this applies both to
oils extracted from arable plants (colza, rape,
sunflower) and to olive oil.

13. Given this situation and the level of
cereal prices, it would seem approptiate, by
and large, to encourage production of beef
and veal (rather than milk, in particular),
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while pursuing a somewhat cautious price
policy for milk itself and for sugar. Since
import requirements are heavy and demand
for vegetable oils is growing rapidly, it
might also be a good thing to provide an
incentive to production by making oilseed
prices more attractive,  Rice production
should be maintained at its current level.

14. Success in guiding production towards
specific types of farming will depend on
the relative price/cost ratios (') for the
various agtricultural products. Within certain
technical limits, farmers can step up their
output of those products that bring in most
revenue. How far farmers will complain
when uneven changes occur in the ptice/cost
ratios of the various farm products will
depend on the general — technical — condi-
tions which facilitate or hamper switches in
production. For an assessment of the me-
dium- and long-term effects of price changes,
the trend of production costs must be taken
into consideration. Here the two most impos-
tant factors are the rapid increase in agricul-
tural wages and the benefits drawn from
rationalization, especially from improvements
to production methods. As wage increases
affect the various sectors of agriculture dif-
ferently, depending on their labour intensity,
and as there are appreciable divergences in
technical advance also, there will inevitably
be, in the medium and long term, shifts
in the relative production costs of the various
items.

15. Consequently, we must expect the trend
of production to vary if given ratios between
the prices of farm products are maintained
over a certain length of time, and a decline
in the production of some commodities is
possible. If, on the other hand, production
in the various sectors is to increase at about
the same rate, the price ratios will have to
be adjusted from time to time to take account
of shifts in production costs.

The significance of this for Community price
policy is that price ratios must be seen as
part of cutrent developments and not as a
static factor. Both the impact of eatlier
changes in price ratios on the supply and
demand situation and the trend of production
costs are relevant.

16. Cereal prices occupy a key position
among agricul-ural prices. ‘They determine
the common price level of those livestock
products which derive chiefly from cereals
— pigmeat, poultry and eggs. Cereals and
these livestock products make up 30 to 40%
of the revenue from sales of farma products.

(1) See Annex, Graphs 6 to 13, for developments in these
price ratios.



In most parts of the Community, more than
509 of all arable land is sown to cereals.
In view of the significance of relative price/
cost ratios for the pattern of agricultural pro-
duction, the decision on the future level of
cereal prices must therefore be taken into
account in fixing ptices for other major farm
products.

17. The link between cereals and othet pro-
ducts is a consequence of interchangeability
in production. The same kind of direct
link is also found between sugarbeet and
colza on the one hand and cereals (mainly
wheat) on the other and between rice and
‘maize. There is a certain connection, though it
is far from being so close, between the pasture
and fodder crops sectot and cereals (1).

In assessing the price of cattle and of products
derived from cattle it should be borne in
mind that many farmers can change ovet
from slaughter cattle to milk or vice versa
as prices change. Olive-oil prices bear no
relation to cereal prices, so they are not
discussed in this connection.

These relationships show that in fixing com-
mon prices for the products referred to
trend of the following price ratios:

Sugarbeet: Wheat

Rice: Maize

Colza: Wheat

Milk: Wheat and feed grains (batley)
Slaughter cattle: Milk.

18. On the whole it may be assumed that
the ratios obtaining in the member countries
in recent years between the producer prices
for the farm products considered here (milk,
beef and veal, rice, sugarbeet, colza) and
cereal prices represent a suitable compromise
between the interests of the producet, the
consumer and foreign trade. In view of
these price ratios, of the probable trend of
costs and of the opportunities for tationali-
zation in the various sectors of farming, an
attempt should therefore be made to achieve
balanced progress in the pattetn of produc-
tion and equilibrium of the market by fixing
common prices in such a way that the price
ratios at producer level can vary in each
member country within the following limits:

Wheat: Sugarbeet =100:16 —18
Maize (2): Rice (%)
Wheat (2): Colza (?)
Wheat: Milk

Milk: Top-quality beef

i

i

098 — 1.05

i

1
1: 1.79— 1.83
1
1

7.3
(6.75 — 7.50)

These limits apply — given common basic
target ptices — to the ratios between average

1.56— 1.60

producer prices in the various membes coun-
tries. For since both cereal prices and milk
prices within the Community will vary from
region to region, even after a common price
level has been fixed, different price ratios
will as a rule be established in the individual
member couatries. The same holds good
for the major producing areas.

Level and structures of common prices

19. The prices that are to apply to each
product in the marketing year that begins
aftet 1 July 1967 have been worked out on
the basis of the considerations set out above,
ie.

a) Dependence of the level of farm prices
on cereal prices,

b) Agticultural income, consumet prices and
the Community's obligations in respect of
world trade,

¢) The availability of the relevant products
in the Community,

of the guidance the price ratios claborated
on the basis of these considerations will give
to producers, and also of the market situation
of each commodity as detailed in Part B of
this memorandum; these prices are given in
Table I below.

Special measures

20. Because the prices now cutrent in the
member countries, especially for milk pro-
ducts and sugarbeet, vary widely, and in
view of the Community’s supply situation
for both milk and sugar, it would be reason-
able if the establishment of a common price
level were accompanied by measutes under
which certain of the Member States would
be authorized to grant — over a limited
period — consumer subsidies for those milk
products which are subject to marked price
increases at the consumer stage; the purpose
of this concession would be to ensure that
the trend of consumption in the items con-
cerned (butter in the Netherlands, medium-
hatd cheese in Germany) should not be
threatened.

(1) Interchangeability here is often restricted for technical
reasons. Moreover, it is difficult for producers to get
an overall view since as a rule they can only calculate
the value of dry roughage and green roughage indirectly
via their revenue from stockbreeding. Any attempt to
assess prices on the basis of the comparative feed value
of other feeds available in concentrate form and of the
prices paid for these can be of only limited help.

(2) Intervention price,




TABLE 1

Common prices for milk and milk products, cattle and calves, rice, sugarbeet,
oilseeds and olive oil

(per roo kg)

Product l w.a I DM j UL J Bfrs./Lfrs. Lit. ‘ FI.
—_— . ‘ 1
Milk
Target price i 9.5 38.00 46.90 475.00] 5 937 34.39
Buttey
Intervention price 176.25 05.00 | 870.16 |8 812.50)110 156 | 638.03
Threshold price * 191.25 | 765.00 | 944.21 |9 562.50{119 531 | 692.33
Grown cattle (on the hoof) |
Guide price (¥) 66.25 | 265.00 | 327.08 |3 312.50| 41 406 | 239.83
Calves (on the hoof)
Guide price () 89.50 | 358.00 | 441.87 14 475.00| 55 937 | 323.99
Rice
Basic target price 18.12 72.48 89.46 906.00) 11 325 65.59
Intervention price Italy 12.00 48.00 59.24 600.00| 7 500 43.44
—- I'rance 12.30 49.20 60.73 615.00) 7 688 44.53

Threshold price 17.78 71.12 87.78 889.00) 11 113 64.36
Sugar
Common target price for white

sugar 21.94 87.76 | 108.38 |1 097.00) 13 712 79.42
Intervention price for white sugar 20.84 83.36 | 102.89 |1 042.00] 13 025 75.44
Minimum pricc for sugarbect (per .

metric ton) 16.50 66.00 81.46 825.00) 10 312 59.73
Oilseeds
Common norm price 18.60 74.40 91.83 930.00| 11 625 67.33
Intervention price 17.40 69.60 85.91 870.00| 10 875 62.99
Olive oil |
Common norm price 111.00 | 444.00 | 548.01 |5 550.00/ 69 375 | 401.82
(*) Medium grade.
Similar measures could be taken to prevent the special measures — really take into

surplus production of sugar by limiting the
sales and price guarantees offered to Com-
munity producers.

These measures to allow adjustment of the
Community sugar market could be imple-
mented under certain circumstances only, but
they must be available for use over a period
long enough for the task of adjustment to
be carried through.

Economic and financial effects
of common prices

21. It is important to know how the prices
proposed for milk, cattle and calves, rice,
sugar, oilseeds and olive oil — on the assump-
tion that they are applied in conjunction with
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account the general criteria for price policy
set out earlier in this study. To facilitate a
sound assessment of this point the reactions
which follow will examine the effect of the
proposals on production, external trade and
consumer prices, and also on the calls that
will be made on the Agricultural Guidance
and Guarantee Fund (EAGGE) (b).

Effects on production

22. Technical progress in agriculture can
be seen to be increasing production (higher
yield per hectate, better yield® per animal)

(1) More dctails can be found in Doc. Com. (66) 82 final.



even when prices remain constant. This, of
course, does not necessarily mean that the
growth of production will not be greater in
areas or types of farm with natural or eco-
nomic circumstances that are particularly
favourable for a given product. On the other
hand, the proposed guide price for beef and
veal should provide an incentive for the
production of more meat in relation to milk.
In four of the six member countries the
producer price for milk is already at or
above the proposed target price, so that
prices will go up in only two countries
(France and the Netherlands). But since
the cost of milk production is increasing
relatively sharply and beef prices are also
going up in these two countries, an increase
in the cow population should not be
expected. ‘The norm price for oilseeds pro-
vides a certain attraction for producers in
the Benclux countries, but production is
limited in these countries by certain natural
features. Furthermore, the decline in oilseed
production expected in France should be at
least as big, so that with the slight expansion
in Germany Community production of vege-
table oils 1s unlikely to exceed the growth
resulting from technical progress.

The proposed prices will not provide any
incentive at all to producers of rice and olive
oil. In the case of rice, the only real conse-
quence will be to restore the price ratio that
used to exist between it and maize (which
once before led to a drop in Italian maize
production).

To sum up, then, it can be assumed that the
prices proposed will not cause agricultural
production to rise more than demand in the
Community.

Effects on the coansumer,
as at present calculable

The purpose of the following is to show
the effects of farm-price policy — in so far
as they can be worked out at this stage —
on consumer price indices in the various
countries.  These calculations take into
account the effect of changed producer prices
only, all other factors remaining unchanged.
It has been assumed that changes in producer
prices will be passed on fully — but no
more — to the consumer. It is not possible
to include all the other factors that can scnd
prices up (marketing and processing margins,
special market situations, etc.).

Account is, however, taken of the effects of
aligning cereal prices as well as the effects
of the prices proposed in this document.

23. The following procedures is used to
estimate the effects of the common price
policy on the cost-of-living index.

Starting from the prices fixed in 1965
(wholesale or retail), the prices that may
be assumed for 1967/68 are indexed and
weighted in accordance with the importance
of the item in the cost-of-living indices of
the various member countries.

The fixing of common prices for milk, beef
and veal, rice, sugar, oilseeds and olive oil
results in the following changes in cost-of-
living indices (sce Annexes A/l to A/G):

Belgium + 0.30
Germany + 014 (Y
France + 048
Italiy — 0.29
Netherlands -+ 0.63 (1)

The establishment of common cereal prices
and the concomitant changes in the price of
livestock products derived from  cereals
(rolled oats, spaghetti and the like, pigmeat,
cggs and poultry, etc) give the following
changes in the cost-of-living indices (%):

Belgium + 0.10
Germany — 0.16
France 4 0.19
Italy — 0.11
Nethetlands + 0.36

The total change in cost-of-living indices
tesulting from the fixing of a common
agricultural price level is thus:

Belgium + 0.40
Germany — 002 (Y
France + 0.67
Italy — 0.40

Netherlands  + 1.00 (Y

Effects on cxternal trade

24. The full effect on external trade that
will be produced by the alignment of agyicul-
tural ptices will be felt only when production
and consumption have been adapted to the
new situation thus created. This will be
perhaps two or three years after the common
prices have first been put into effect, ie.
about 1970.

(1) Provided no special measures (temporary consumer
subsidics for medium-hard cheese and butter) are taken,
2) See also Doc. VI/SJ0207/64 final of 3 February 1964
Commission Mcmorandum to the Council on prices and
pricc policy [or agricultural products in the EEC.
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The supply situation for the various products
in 1970 is likely to be as outlined below (1).

Greater quantities of a certain number of
products (including beef and veal, rice and
vegetable oils) will have to be imported.
Surpluses may be expected in milk, and these
could be met by specific measures (consumer
subsidies for butter in the Netherlands and
for medium-hard cheese in Germany). Some
limir should be placed on the sales and price
guarantees for sugarbeet in order to avoid an
excessive rise in production.

Financial repercussions

25. When the financial consequences of
fixing common prices are being considered,
the figst point to be examined is the expend-
iture that would have to be borne by the
EAGGE.

To obtain an estimate of the resources needed,
the year that must be considered is the one
in which producers and consumers will feel
the full economic effects of the common
prices — 1970; gross expotts and the full
amount of the refund necessary must be
taken into account.

In the assessment given below, no allowance
has been made for the effect and cost of
special provisions such as consumer subsidies
of measutes to limit price and sales
guarantecs.

26. The following table shows the estimates
for EAGGF expenditure in 1970.

(1) For details on individual products, sce ,Report on
the probable development of production and of the possible
outlets for certain important agricultural p-oducts®.

TABLE 2

Estimated EAGGF expenditure in 1970 (gross exports, 1009 refund)

( in million u.a.)

Product

Type of expenditure (1) Expenditure

Milk products

Becf and veal

Rice

Sugar

Oilsceds

Olive oil

Total

a) (% 150
b) 30
cl) (3) 190
c2) (3 80
@) 2
b) possible
a) 10
b) possible
a) 45
b) —
a) -
b) 32
a) —
b) 140
- 679

(}) @) Refunds on exports to non-member countries.
b) Intervention on domestic markets.
¢) Other types of intervention.

(?) @) See Table 15, p. 25.

() ¢zr) Aid for skim milk for animal feed.

c2) Effect of binding Emmental and Cheddar cheese and casein.

For the calculations relating to the separate
products and groups of products, we refer
the reader to the “Report on the probable
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development of production and of the pos-
sible outlets for certain important agricultural
products”’.



B. THE INDIVIDUAL COMMODITIES

Reasons for the level of the proposed prices

The following part of this document on the
establishment of a common level of prices
for a number of impottant agticultural pro-
ducts will deal the specific aspects which
affect each of the products.

Milk and milk products B 1

Beef and veal B II
Rice B III
Sugar B IV
Oilseeds BV
Olive oil B VI

This will be followed by the Commission’s
proposals for Council resolutions on the prices
tok be fixed and the special measures to be
taken.

The chapter on each product will normally
be broken down as follows:

The sitwation on the market

Long-term trend

Production

I
The situation on the market

Long-term trend

Production and deliveries to dairies

1. Since 1950, dairy herds, milk production
and deliveries to dairies have been rising
sharply in some parts of the Community
(see Annex BI/1), with production, and even
more the quantities delivered to dairies, going
up much more sharply than herds. The
reasons for this are higher yield per cow
and a reduction both in the number of
dairies supplying their own needs and in
the amount of milk consumed on the farms;
the decline in consumption on the farm is
probably due to less milk being used for
teed and for processing.

2. Between 1962 and 1964 there was no
great change in the aggregate production of

Consumption
Prices

Current situation
Production
Consumption
External trade
Prices

Price ratios

The level of the common prices
Level of the common prices, and commentary
System of guaranteeing the common prices
Special measures

Price changes resulting from the

common prices
Producer prices
Market prices

Consumer prices

MILK

milk in the Community, though deliveries to
dairies continued to rise 2 to 3% per annum
during this period.

The most recent figures on dairy herds show
the following trend from 1961 to 1964:
1961 22.0 million head
1962 22.3 million head
1963 21.9 million head
1964 21.4 million head

After several years of regular increase the
size of herds reached a peak in 1962 and
has since been diminishing. This trend has
been much the same in each of the member
countries.

3. The most recent counts show that herds
in Belgium, the Netherlands and Germany
together, at 8.6 million in May/June 1965,
were again rather larger than in May/June

13



1964 (8.5 million). No recent figures are
available for France and Italy. Consequently,
we can reach no definite conclusion on the
further trend of herds in the Community.

4. The volume of production for the market,
however, depends not only on the trend of

dairy herds and milk vyield per cow but
chiefly on quantities delivered to dairies after
farmers have used what they need for feed
and human consumption.  Deliveries to
dairies have increased more rapidly than
production over the last few vyears, i.e. the
proportion of  milk retained on farms has
declined.

TABLE 3

Milk production and deliveries to dairies in the EEC, 1961-64

Production Deliveries
Year
Million metric tons 1962 = 100 Million metric tons 1962 = 100

1961 64 701 98.5 42 668 96.7
1962 65 662 100 44 112 100

1963 65 804 100.2 44 885 101.8
1964 65 777 100.2 46 014 104.3

5. The use of whole milk in feed on farms years. The inctease has been gradual in

is particularly important in this connection.
Especially in recent years, farmers have been
going over increasingly to using skim milk
powder, which is processed into compound
teeds and supplemented by vegetable or
cheap animal fats. This is putting more and
more strain on the milk/fat balance (butter-
fat), since the fat content of skim milk for
powdering is made into butter, while the
milk/protein balance is not affected.

Consumption

6. Consumption pet head of the major milk
products has also been rising in the long
term in the Community (see Annex BI/2).
Like milk production, however, it has shown
no appreciable increase since 1962. The
additional consumption of the non-agricul-
tural population was covered by bigger
deliveries to dairies and by a decline in net
exports. Average consumption per head of
fresh milk and cream, on the other hand,
has shown little long-term change.

Prices

7. Producer prices for milk have also been
going up in the Member States over the
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Germany, France and the Netherlands, but
in Belgium, Italy and Luxembourg prices
remained largely stable between 1952 and
1962 and went up only between 1963 and
1965, during which time the increase in
Belgium and Italy was particularly vigorous
(see Annexe BI/3).

8. In France and Italy the higher producer
prices for milk have been passed on in full
— and in Belgium for the most part —
in the market prices for milk products. This
was not the case in Germany, Luxembourg
and the Netherlands, where the effect on
market prices was partly offset by direct
aids. Here too, however, some of the
products (fresh milk, condensed milk, etc.)
fetched at least the producer price for milk.
The consumer prices of  the major milk
producis probably went up more sharply than
producer prices for milk or market prices
for milk products, since manufacturing and
distribution costs also went up.

Current situation

9. For 1965/66 the Member States have
fixed target prices for milk and intervention

prices for butter within the bracket laid down
by the Council, as shown in Table 2.



TABLE 4

Target prices for milk and intervention prices for butter in the Community — 1965/66

(per 100 kg)

Target price for milk Intervention price for butter

National Nati 1 1

Clla[‘rlt?llll()’; u.a. DM Cli‘l‘lf?l?cay u.a. DM

Upper limit — 10 300 41.20 — — —

Lower limit — 8 250 33.00 — —_ —
Belgium 492.70 9 854 39.42 | 9 750.00] 195.00 780.00
Germany 38.00 9 500 38.00 680.00[ 170.00 680.00
France 42.00 8 507 34.03 830.00[ 168.12 672.47
Ttaly G 435 10 296 41.18 {93 500 149.60 598.40
Luxembourg 495.00 9 900 39.60 | 8 546.00] 170.92 683.68
Netherlands 32.00 8 840 35.36 469.50| 129.69 518.78
10. Producer prices for milk in 1965/66 of some 475 million uw.a. of public funds

will probably prove to have been more or
less the same as the target prices.

Market prices for milk products — like
producer prices for milk — have hardly
changed at all over the last three years in
France (see Annex BI/4). In Belgium and
Italy the particularly sharp increase in pro-
ducer prices for milk was fully reflected in
the market price of milk products. In Ger-
many and Luxembourg only some of the
increase has been passed on to market prices.
This, however, was offser in Germany by
an above-average rise in prices for fresh milk.
Market prices for milk products have in
tecent years been increasing much more
steeply than producer prices for milk in the
Netherlands. Directs aids per kilogtam of
milk were consequently reduced (see Annex
BI/3S).

11. Except for Italy, all the Member States
expend a considerable amount of public
funds in ensuring that farmers receive the
target price for milk. They pay direct aids
for milk and milk products, subsidize exports,
intervene to ensure seasonal balance and sell
surpluses cheaply on the domestic market.
In 1965 the Member States allocated a total

for the milk market (see Annex BI/8).

Price ratios

12. Compared with cereal prices, milk prices
have moved favourably in all member coun-
tries over the last fourteen vyears. Conse-
quently, the ratio of wheat prices to milk
prices has dropped considerably. At the
beginning of the fifties the prices of milk
was 61 to 89% of the price of wheat, while
in 1964/65 it was 87 to 100%.

Despite this favourable trend of milk prices,
dairy farmers are producing only slightly
more than the minimum needed to make the
Community self-sufficient in milk (see An-
nex BI/6). This is mainly because produc-
tion costs for milk have risen comparatively
sharply — chiefly owing to wage increases;
production is particularly sensitive to large
wage increases because of the high labour
intensity of the industry. Furthermore, the
economic effect of possible rationalization
measures is less in milk production than in
other types of farming as a result of the
varying degree of technological development
in the various branches of farming and
because of the predominantly peasant struc-
ture of this particular branch.
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TABLE 5

Price ratio (1) of milk to cereals

Belgium | Germaiy | France Ttaly Ll‘;g‘]fg Nether-
Milk : Wheat (®) (wheet = 1)

I. Av. 1951/52-1953/54 0.78 0.61 0.81 0.68 0.85 0.89
LI, Av. 1957/58-1959/60 .78 0.76 1.01 0.73 0.76 0.97
TIL. 1960/61 0.78 0.75 0.96 0.69 0.81 0.88
1961/62 0.76 0.79 0.95 0.74 0.89 0.85
1962/63 0.81 0,82 0.99 0.75 0.85 0.91
1963/64 0.86 0.86 0.99 0.82 0.92 0.88
1964/65 0.96 0.87 1.07 0.94 0.92 0.88
1965/66 1.00 0.88 1.07 0.93 0.92 0.91
IV. 1968/69 (2) 0.98 0.99 1.00 1.05 1.01 0.99

Milk : Todder barley (barley = 1)
LoAv. 1951/52-1953/54 1.0l 0.71 1.20 0.90 — 0.77
I1. Av. 1957/58-1959/60 1.06 0.89 1.21 1.03 — 1.14
TTL 1960/61 1.07 0.88 1.14 0.96 — 1.10
1961/62 0.87 0.92 1.19 1.05 — 0.98
1962/63 0.96 0.90 1.18 1.02 — 1.03
1963/64 1.07 0.99 1.30 1.17 — 1.09
1964/65 1.15 0.97 1.35 1.28 — 1.08
1965/66 1.19 0.97 1.35 1.26 — 1.03
IV. 1968/69 (2) 1.1 1.11 1.18 1.17 — 1.14

Average producer prices; 1908-69 producer prices [or cereals and milk are estimates based on common target prices.

(1) A
(%) Forecast.
(*) Wheat other than durum.

13. If we consider the trend of price ratios
in the last fourteen years and the foreseeable
trend of costs in milk production and cereal
production, a ratio of 1:1 between the

producer price of milk and that of wheat
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seems to be an appropriate average for the
near future. The various regions of the
Community, however, will diverge from the
average as production and marketing condi-
tions vaty.



Level of common prices

The common tatget price

14. It is proposed that the common target
price for milk ex farm with a 3.7% fat
content be fixed at 9.5 w.a. per 100 kg.

A common target price of 9.5 wa. puts milk
prices into a position that makes good sense
in the context of agricultural prices. This
does not mean that the ratio of milk prices
o ceteal prices is being improved throughout
the Community, as has happened in the past:
only in Germany, Luxembourg and the
Netherlands does milk gain in relation to
cereals. The ratio to cattle prices is fixed to
the advantage of beef and veal.

A price of 9.5 u.a. also means in effect that
the price level of recent vears will stay
where it is in four of the member countries.
However, this does seem necessary when it
is remembered that in recent years the rise
in producer ptices for milk has considerably
exceeded the average price rise in some
member countries.

15. The common price of 9.5 wa. will bring
producer prices for milk down in some
member countries. In Belgium the price
will still be appreciably higher than in the
years before 1963/64 (see Annex BI/3).
The same will apply — though to a lesser
extent — for Luxembourg. In both coun-
tries there have in the past been reductions
in price which were more serious. At the
same time it is expected that the lower
receipts from milk be offset by higher earn-
ings on grown cattle and on calves, so that
overall revenue from stockbreeding should
not be reduced in any membet country.

16, Whete milk prices will have to go up
— in France and the Nethetlands — the
probable increase is not such as could provide
an incentive for producets sttong enough to
distusb the balance of the milk market in
the Community. This applies especially to
France, where at best milk prices will be
in no better position in relation to cereal
prices than they were before (sec Table 3).

Measures to guarantee
the common target price

17. In Article 18(1) of Regulation No.
13/64/CEE the Council laid down the fol-
lowing definition of the common target price:

“This common target price shall be the
producer price for milk which, at the single-
market stage, it is the aim of market policy
to guarantee to all Community producers
for the total volume of milk produced and
markered in the milk year.”

Measures to guarantee the common target
price must be based on this Council decision,
and some means should be found of attaining
the common target price through market
policy.

18. In the case of two important milk
products there are limits to what the market
will bear.

It will hardly be possible to market increas-
ing quantities of butter at appreciably higher
prices than obtained cutrently in Belgium/
Luxembourg, Germany, France and Italy. As
matters stand at present, therefore, it will
not be possible to raise the wholesale price
for butter in the Community beyond 175-
185 u.a. (DM 700-740) per 100 kg.

It also seems unlikely that the price of skim
milk powder, when used as animal feed,
will stand any increase above the current
average of about 35 uwa. (DM 140) per
100 kg.

These market prices, however, mean that the
milk price can be at most 8.25 u.a. (DM 33)
per 100 kg Such a price would in some
cases be well below present target prices in
the member countries.

19. The Community will therefore be
obliged — like the Member States today —
to intervene on the milk market in order to
guarantee dairy farmers a reasonable income.
The system to be introduced will include the

»following element:

«) Establishment at 70:30 of the value
ratio of fat to skim milk in milk with a
3.7¢ fat content;

L) Calealation of the threshold prices of
all milk products on the basis of the target
prices;

¢) Fixing the intervention price for butter
15 wa. per 100 kg lower than the threshold
price for butter;

d) Reducing the price of skim milk for
animal feed;
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¢) If necessary, measures to make up for
inadequate external protection for products
whose external tariffs are bound under
GATT.

Value ratio of milk fat to skim milk

20. Fixing the value ratio of milk fat to
skim milk at 70:30 means, in all member
countries but Italy, a better return on the
non-fat part of the milk, and this — especially
the better return on protein — reflects the
general trend on the milk and fat market.
As long as it is impossible to raise the fat
content of the milk, this is the only way to
increase dairy farmers’ earnings.

TABLE 6

Value ratio of fat to skim>mi1k in milk
with a 3.79% fat content (1968/69 for the
Community and 1965/66 for the Member

States)
Community 70: 30
Belgium 80:20
Germany 84: 16
France 73:27
Ttaly 65:35
Luxembourg 76: 24
Netherlands 73:27

Threshold prices for milk products

21. In order to offer guarantees to milk
producers and to provide suitable support
for the markets in milk products, the Council
has in accordance with Regulation No.
13/64/CEE established threshold prices for
these products applicable in each Member
State.  Article 20 of the regulation requires
that these threshold prices shall be gradually
aligned. Table 5 shows the Member States’
threshold prices for 1965/66 together with
common treshold prices for 1968/69, calcu-
lated provisionally under Article 20 of the
regulation.

The calculation was made on the following
basis:

«) Common target price;

18

b) Value ratio of 70:30 between milk fat
and skim milk;

¢) Provisional wuniform costs and yields
obtained from investigations to date carried
out by the Commissiorn’s staff in conjunction
with the delegations of the Member States;

d) No differentiation between the return
on the wvarious products or groups of
products;

¢) Inclusion of an amount to protect manu-
facturers of dairy products.

Intevvention price for butter

22. The level of the common intervention
price for butter must be calculated in such
a way that the target price for milk can be
attained even in years when production of
milk and butter is abundant (see Article
21(6) of Regulation No. 13/64/CEE).

It is proposed to fix the difference between
the threshold price and the intetvention price
for butter at 15 w.a. per 100 kg — corre-
sponding to the arrangements made for
1966/67 under Article 4(3) of Regulation
No. 13/64/CEE. The intervention price
for butter would therefore be 176.25 u.a.
per 100 kg (DM 705). Butter bought by
the intervention authorities would thus fetch
about 0.3125 wa. per 100 kg (DM 1.25)
less thaa the target price for milk.

Consequently, market prices for butter could
fluctuate between the intervention price of
176.25 uv.a. (DM 70%) and the threshold
price of 191.25 ua. (DM 765). As long
as there are surpluses of butter, market prices
will be in the neighbourhood of the inter-
vention price. Only if there are no surpluses
— in the six winter months, for instance —
will they rise towards the threshold price.

23. Even when market prices for butter are
close to the intervenrion price, there are
prospects of attaining the current target price,
for the following reasons.

In the Community, as hirherto in the several
member countries, the rewurn on milk pro-
cessed into various products will be variable.
We may assume that the other products will
sell for a milk price that is about 0.25-
0.50 u.a. per 100 kg (DM 1-2) higher than
the price of milk used in making butter.
If the receipts from the various products are
weighted by the respective quantities involv-
ed, the figures given in Annex BI/9 will
work out at an average producer price in
the Community that is not too far removed
from the target price even at times when
action is being taken by the intervention
agencies. It should be assumed that the
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producer price in the wintet months will
be close to the target price — perhaps even
slightly above it.

TABLE 8

24. The intervention prices for 1965/66 in
the individual States ought therefore to be
amended as follows:

w.a./100 kg DM/100 kg
Belgium — 18.75 — 75.00
Germany + 6.25 + 25.00
France + 8.13 + 32.53
Italy + 26.25 +106.60
Luxembourg + 5.33 + 21.32
Netherlands -+ 46.56 +186.22

25. An intervention price for butter of
176.25 uv.a. and corresponding market prices
will presumably be the maximum attainable
on the Community butter market in 1968/69.
And the attempt must be made to reach this
maximum, because otherwise a milk price
of 9.5 wa. per 100 kg would be attainable
only if greater financial resources were made
available or market prices were higher for
the other milk products.

Reduction in price of skim milk for animal

feed

26. With a producer price of 9.5 u.a. per
100 kg for milk ex farm and a value ratio
of 70:30 between milk fat and skim milk,
the price of skim milk delivered to the dairy
would be 3.015 u.a. per 100 kg (DM 12.06),
the threshold price for skim milk powder
51.25 uw.a. per 100 kg (DM 205). At such
a price, neither skim milk nor skim milk
powder can compete with the other protein
feeds. Consequently, skim milk and skim
milk powder used as feed must be made
cheaper.

In present circumstances we may expect skim
milk for feed to cost 1.75 u.a. per 100 kg
(DM 7) ex dairy. This corresponds to a
market price of 35 w.a. per 100 kg (DM 140)
for skim milk powder. The difference be-
tween 1.75 u.a. and 3.015 u.a. must be made
up by payments for liquid or dried skim
milk used as feed.
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Possible measuves for products bound under
GATT

27. As bound under GATT, milk processed
to make Emmental or Cheddar cheese fetches
7 and 4.875 u.a. per 100 kg (DM 28 and
19.50) respectively. If Community output
of these products is to be maintained, the
difference between this price and the target
price will have to be made up by aids.

The same applies in principle to casein. At
current prices skim milk processed to make
casein sells at about 1.75 w.a. per 100 kg
(DM 7). Milk processed to form casein
fetches as much as skim milk used as feed.
It should therefore receive the same amount
Ff daid as is granted to skim milk used as
eed.

Cost of intervention

28. The annual cost of financing the meas-
ures outlined in secs. 22-27 is estimated as
follows: (see Table 9, p. 21).

These calculations have been based on the
favourable prices for milk protein that have
been obtained for some time, If these prices
should drop and surpluses occur, cotrespon-
ingly bigger sums would have to be found.
The sums eatmarked to make up for the
effects of binding might also increase —
particularly if the consurnption of Cheddar



TABLE 9

Measures

in million w.a.

Reduction in price of skim milk used as feed
Seasonal compensation for butter

Effects of binding -— Emmental

Effects of binding -— Cheddar

Effects of binding — casein

190

Total 300

were to spread in the Community as a result
of its very low price.

Additional sums will be needed for export
refunds, but these have not been considered
here (see Part A, Table 2).

Price changes resulting from
the common guide price

Changes in producer prices
for mil

29. To calculate the price likely to be paid
for milk in the individual member countries,

the same method can be adopted as is used
in Annex BI/9 for the average Community
price.

Account can thus be taken of variable cost
elements, which can now be established with
sufficient accuracy, i.e. the collection costs
of milk (see Table 10).

The calculated threshold prices in Table 5
were determined on the assumption of
uniform collection costs of 0.55 wa. per
100 kg of milk. The producer prices fore-
cast for milk in the member countries were
calculated, on the other hand, from the
actual collection costs in each country.

TABLE 10

Country

1.a./100 kg of milk

Belgium 0.40
Germany 0.40
France 0.77
Ltaly 0.72
Luxembourg 0.44
Netherlands 0.28

Average 0.55
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30. The average producer prices in the
member countries for 1968/69 can thus be

estimated (see Annex BI/10) at:

TAELE 11

Country wa. kg 100 DM/100 kg
Belgium 9.50 38
Germany 9.50 38
France 9.25 37
[taly 10.25 41
Luxcmbourg 9.50 38
Netherlands 9.625 38.50

Apart  from the varying collection costs,
which are lowest in the Netherlands at
0.28 u.a. per 100 kg of milk and highest in
France at 0.7775 ua. per 100 kg (1), the
varions uses made of the milk were also
taken into account. Other factors such as
manufacturing and marketing costs and qual-
ity of the products concerned also have an
etfect on the producer price. However, it
is not at present possible to give figures for
these items.

31. The actual producer prices for milk can
thus be estimated to show the following
changes on 1965/66(see Table 12):

Changes in market price
of milk products
32. For each of the fourteen groups into
which milk products are broken down, a
pilot product has been selected. In general,
market prices for these pilot products corre-
spond to the threshold prices in the individual

TABLE 12

Country u.a./100 kg DM/100 kg
Belgium -— 0.35 — 1.4
Germany no change no change
France 4+ 0.75 + 3.0
Italy no change no change
Luxembouryg — 0.45 — 1.8
Netherlands + 0.75 + 3.0

countries (see Annex BI/11). It is only
in Italy that market prices are often much
higher than the threshold prices, and this is
due to the peculiarities of the Italian market.
When the single-market stage has been

(1) As long as costs for collection of milk in France are
higher than the Community average, the earnings of
French milk producers will be correspondingly Jower
than average Community carnings.
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reached, matket prices for the pilot products
will still be related to the threshold prices.
However, it is quite possible that in the long
run market prices for a number of products
will not reach the threshold prices calculated
in Table 5, as at this stage the various
products will be manufactured where this
can be done best and most cheaply. The
move to such areas will often be reflected
in lower costs and lower market prices.



Changes in consumer prices
of milk and milk products

33, It is not really possible to predict how
consumer prices for milk products will
develop: there is not even enough informa-
tion today on retail prices. On the other
hand, it should be possible to estimate the
consequences of changes in market prices on
retail prices. This can be done by working
out the difference between current market
prices ex wholesaler for the major milk
products and the threshold prices less the
standard amount as calculated provisionally
by the method laid down in Article 20 of
Regulation No. 13/64/CEE. This difference
is then expressed as a percentage of the
estimated retail price.

34. In Belgium the ptice of butter may
be expected to fall by 109% or a little less.

Whole and skim milk powder ate not sold
direct to consumers but go chiefly to choco-
late manufacturers and, less frequently, to
the food manufacturing industries. It would
seem that the share of milk powder in the
taw materials used rarely exceeds 15 %.
Belgium produces only  relatively small
quantities of St. Paulin-type cheeses, consump-
tion of which should hardly be affected by
a price increase of 8% over two years. The
increases in the price of soft cheese remain
within the bounds of the overall increase
in prices, which will, it is assumed, amount
to at least 6% for 1966/67, 1967/68 and
1968/69 togethet.

There might be some difficulty in the case
of medium-hard cheese, since the requisite
price increase of 15% exceeds the rate of
4-59%. However, any decline in consump-
tion due to this factor should be more than
offset by the effect of the reduction in butter
prices.

TABLE 13
Belgium
Probable % of
price change consumption of o of
Product cons{thnptiou
of checse
Bfrs. % of . .
perrlig reta/il ;rice Milk Milk fat
Butter — 10 — 9 — 76 —
Liquid milk — — — 17 —
Condensed milk Slight reduction 2 2 —
possible
Blue-veined cheese, fresh cheese,
imp. Ital. cheese — — — — —
Skim milk and skim milk powder
for animal feed — — 18 - -
Skim milk powder for human
consumption + 6 -+ 30 4 —— —
Whole milk powder + 14 + 30 5 3 —
Soft cheese + 4 + 5 — — 9
St. Paulin and the like + 6 + 8 — — 4
Medium-hard cheese + 12 - 15 — — 54
Total cheese + 7 17 12 100
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35. In Germany no price increases are to be
expected for milk and a considerable propor-
tion of milk products. This fact should have
a stimulating effect on consumption. Retail
prices for butter will probably be 3-5%
higher than at present — and so within the
bounds of the general rise in price that is
expected. Whole and skim milk powder are
not sold direct to the consumer but are
mainly processed to make chocolate; smaller
quantitaties are also used in the food manu-
facturing industry. Blue-veined cheese and
cheese of the St. Paulin type are specialist
items manufactured in relatively small quan-

tities, and consumption is hardly likely to
be affected by a 10-14% price increase over
three years. How much the price of un-
sweetened condensed milk will actually go
up cannot be assessed, since this is sold
under specific brand names and it is not
possible to judge what manufacturers’ price
policies will be under the new competitive
conditions in the Common Market. Major
difficulties are likely to occur only with
medium-hard cheese. Special measures will
be needed here. The abcve products account
for just on 109% of milk products consumed,
or about 259% of cheese consumed roday.

TABLE 14
Germany
Probable % of
price change consumption »f o of
% O
Product coufsinnpti(_m
DAL o of ) ) of cheesd
per kg rctaiol Erice Milk Mitk fat
Liquid milk 17 17 —
Condensed milk, sweetened 0 0 -
Fresh cheese, solt cheese No substantial
change —
Imp. Ttal. cheesc
Skim milk powder for animal
feed 4 8 — _—
Butter + 0.25 3-5 —_ 39 —
Condensed milk, unsweetened 4+ 0.20 10 7 5 —_
Wholc milk powder + 0.80 25 1 1 —
Skim milk powder for human
consumption + 0.70 50 2 — —
Blue-veined checse 4 0.70 10 0.5
St. Paulin and the like 4 0.80 15 1.0
Medium-hard cheesc + 1.60 30 . . 31.0
Total cheesc + 0.51 26 17 100.0

36. In France it is only in industrially
processed whole and skim milk powder for
human consumption that increases of over
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5% are likely. How far the necessary
increases in fresh milk prices will exceed
5% is not yet sufficiently clear.



TABLE 15

France

Probable % of
price change consumption of

Product

P %, of
per kg retail price Mitk Milk fat
Condensed milk Slight reduction 2 1
possible
Butter — 58
1\ No change,
Cheeses other than Emmental and or slight increases 40 27
Cheddar up to 2-5 %,
Skim milk and skim milk powder for
animal feed +0.04-0.05 5-—-17 11 —
Liquid milk +0.02-0.04 2 -4 17 13
. Skim milk powder for human consumption| + 0.50 25 1 —
Whole milk powder 4+ 0.75 15 1 1

37. In Italy the ultimate single market will
probably see a short-term decline in the
prices of condensed milk and milk powder
for human consumption, which are scarcely
manufactured at all in the country itselt.
Conversely, the price of skim milk powder
for animal feed will go up. No substantial
changes are expected in the price of other
products — at least initially.

Butter is a special case in Italy. While the
wholesale price is relatively low at about

Lit. 950 per kg (abour DM 0), the retail

price at more that Lit. 1400 per kg (about
DM 9) is the highest in the Community.
The reason for this is the structure of the
Italian market. In Italy butter is manufact-
ured almost exclusively as a byproduct of
cheese production. Collection and marketing
of this low-quality butter is very costly. As
soon as packaged high-quality butter can be
imported into Iraly without levies at the
single-market stage, a reduction of current
retail prices is quite conceivable. It will
also be possible that the butter produced in
Traly will still be sold at the price of DM 5-6
charged at present.

TABLE 16
Italy
Probable % of
price change consumption of
Product
Lit. 9% of
per kg retail price Milk Milk fat
Condenscd milk 155 — 20 1 0
Whole milk powder 30 — 4 1 0
Skim milk powder for human consumption 50 — 12 4 —
Skim milk powder for animal fced 25 4+ 10 8 -
Other — — 86 100
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the

. ! same threshold
prices as Belgium — except for butter and
unsweetened condensed milk — and there-

38. Luxembourg has

fore similar market prices. The same can
therefore be said about price changes in

Luxembourg as in Belgium. Only in the
case of butter and condensed milk are price
increases — at 3 and 10% respectively —
likely to differ from the .Belgian.

TABLE 17
Luxembourg
Probable % of
price change consumption of
Product

Lfrs. % of

per kg retail price Milk Milk fat
Liquid milk —_ — 14 21
Condensed milk, unsweetened 4 2.5 10 2 2
Butter + 3.0 3 —_ 61

39. The price of liquid and condensed milk
may show little change in the Netherlands.
Butter, cheese and milk powder, on the other
hand, ate likely to suffer price increases

which could in some cases be considerable.
In order to keep any decline in consumption
to a minimum, special measures must there-
fore be authorized, as in Germany.

TABLE 18
Netherlands
Probable % of
price change concumption of o of
Product consumption
L o of of cheese
per kg retail price Milk Milk fat
Liquid milk — — 35 34 —_
Condensed milk —_— — 7 7 —
Fresh cheese and most imported -
cheeses —_— — —_
Skim milk powder for animal feed — — 26 — —
Skim milk powder for human
consumption + 0.60 45 2 — —
Whole milk powder + 1.20 45 3 3 —
St. Paulin and the like + 0.90 20 . . _
Medium-hard cheese + 1.50 35 . . . 97
Butter -+ -1.60 30 — 49 —
Total cheese 4+ 1.50 —_— 21 19 100
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40. Emmental and Cheddar cheeses, external
duties on which are bound, present a rathet
special case. If the problem of this binding
can be solved to the satisfaction of the Com-
munity, the price of both cheeses would rise
in all member countries to the same level as

II. BEEF

The situation on the market

Long-term trend
Production

1. . Cattle stocks and meat production in the
Community had been rising steadily since
1950 when in 1962 the trend was reserved.
Annex BII/1 shows that the quantities
slanghtered in 1962 and 1963 because of
the shortage of feed resulting from the dry
summer of 1962 reduced stocks so drastically
that production in 1964 was 7.4% down
on 1963. This was the first time since 1950
— when the Community’s cattle population
had again teached prewar level — that a
fall in production was due to a reduction in
total . stocks.

From the counts made in the member coun-
tries and the slaughtering figures in the first
half of the year, we can estimate 1965 pro-
duction at 3.52 million metric tons — a little
less than in 1961.

Consumption

2. Demand for beef and veal rose tonstantly
between the end of the war and 1963. This
was due not only to population growth but
also to. the rise in consumption per head
from 14.8 kg in 1955/56 to 24.3 kg in 1963
— a 65% increase.

An examination of the figures in Annexes

BII/2 and BII/3 shows that both per capita
consumption and total consumption declined
in 1964 for the first time in twenty yeats.
In 1964 consumption shifted from beet and
veal to pigmeat and poultry, prices of which
were very attractive to the consumer, partic-
ularly the low-income consumer.

3. Consumption per head of beef and veal
seems likely to have fallen off slightly in
1965, but an increase is expected to follow
in 1966 as a result of more plentiful supplies,
rising pigmeat prices (which will make it
compete less effectively against beef and veal)
and higher wages.

other cheeses. The change in Cheddar prices
would only affect the price of processed
cheese, since Cheddar is consumed directly
in only very small quantities in the Commu-
nity, being predominantly used in manufact-
uring processed cheese.

AND VEAL

Prices

4. The figures needed for calculating the
weighted average wholesale price of grown
cattle in pursuance of Regulation No.
14/64/CEE are available only from Jan-
uaty 1960, those for calves only from
July 1960. The infotmation on the move-
ment of wholesale prices for cattle in the
Community given in Annex BII/4 therefore
begins with these months., The tables show
that prices ~were affected chiefly by the
slaughterings in the second half of 1962 and
at the beginning of 1963. This is why in
1962 prices in Germany, Belgium, Luxem-
bourg and the Netherlands were lower than
in 1961. German prices for grown animals
wete lower between April 1962 and May 1963
than in the corresponding period of 1961/62,
and so too were prices for calves from
February 1962 to April 1963. In Belgium
the decline in price lasted from April 1962
to June 1963 in the case of gtown animals
and from May 1962 to July 1963 in. the
case of calves. The corresponding periods
in the Netherlands were from April 1962
to September 1963 and from January to
December 1962.

5. Average figures for 1962 and 1963 in
France and Italy were above the correspond-
ing figures for 1961. In France the SIBEV
support arrangements kept the price of grown
animals above the 1961 level, but the price
of calves in April-May and Octobet-Novem-
ber 1962 did show a decline on 1961. In
Ttaly there was no intervention, but vigorous
démand sent up pet capita production from
13.8 kg in 1961 to 17.3 kg in 1963 and
prevented any collapse of prices.

As we pointed out above in the case of the
“northern’ member countties, prices genet-
ally began to rise during the second half
of 1963; this trend subsequently spread to
France and Italy.

There was a shortage of supplies in 1964,
typified by a vigorous and general increase
in prices — as can be seen in Table 19,
below.

In 1965 the first effect of the replenishment
of cattle stocks was the decline in prices
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during the second half of the year. This the decline resulted from the familiar
brings the situation back to normal, since seasonal differences in production.

TABLE 19

Weighted average price of grown cattle and calves in the EEC 1961-65
(% change on previous year)

Country ] 1961 ‘ 1962 ‘ 1963 1964 1965 1961/1965
Grown animals
Germany 0 — 2.8 -+ 3.4 + 15.8 4 8 -4 25.6
Belgium + 1.6 — 2 + 10.6 -+ 23 + 1.6 + 35.4
France + 1.1 + 7.8 + 16.7 + 14.9 + 4.2 4+ 37.6
Italy — 4.7 + 4.5 + 13.3 + 13.5 + 1.8 + 36.8
Luxembourg 0 — 0.5 + 0.5 + 10.8 + 8 -+ 19.8
Netherlands + 2.1 -— 4.7 4 1.7 + 33 — 2.4 + 25.7
1962 1963 1964 ‘ 1965 1962/1965
Calves
Germany — 2.4 + 4.6 + 9.2 + 7.6 + 19.7
Belgium — 6.4 + 9.7 + 10.1 U] =+ 13
France -+ 3.7 -+ 14.9 + 5.3 + R.8 + 36.4
Ttaly + 2.1 4+ 8.8 + 13.2 + 2.9 + 29.3
Luxembourg 4+ 1.8 4 7.6 + 16 + 6.9 4 35.9
Netherlands — 10.5 + 26.3 + 12.4 + 3 + 30.9
Apart from Luxembourg, where there is a If the prices given in Annex BII/4 are
system of consumer subsidies, prices in 1965 weighted by the cattle population of each
were 25.6 to 37.6% higher than in 1961 member country, the following average prices
for grown animals and 13 to 36.4% higher are obtained for grown animals in the EEC
for calves, depending on the country. as a whole:
TABLE 20
1960 1961 1962 1963 ‘ 1964 ’ 1965
196 195.4 200.3 214.2 249 .4 259.6
Change on preceding year — — 0.3 % |+ 2.5 % |+ 6.9 %|+16.4 %+ 4 9%
Change on 1961 — — — — — 32.8 9%

28



In all member countries prices for good-
quality products showed much the same trend
as the weighted average of the prices
calculated in accordance with Regulation
No. 14/64/CEE.

Current situation

Production

6. The FAO considers (World Meat Eco-
nomy) that exports of beef and veal from
Latin America and Occania cannot expand
substantially between the present time and
1970; furthermore, the trend of production
in the Community has hitherto been the same
as in the traditional expotting countries of
Europe. Although Britain exported appre-
ciable quantities of beef and veal to Germany,
the Netherlands and Belgium in 1965, this
does not necessarily mean that these exports
will persist. For the production capacity of
the countries traditionally exporting beef and
veal to the Community has its limits.

In short, the Community will have to rely
on an increase in home production to cover
its growing requirements.

7. The latest available figutes (May or
June 1965) are encouraging.

In Belgium total cattle stocks in May 1965
were 2.6% up on There was an
increase of 1.8% in young cattle of up to
three months and of 8.7% in those of three
months to a year; store cattle also showed
an increase (6.4%), as did dairy cows
(1.19%); the heifer population, on the other
hand, declined, from which it can be con-
cluded that the number of dairy cows will
not tise substantially in 1966.

In Germany the total cattle population in
June 1965 was 2.3% higher than in
Tune 1964. Young cattle of up to three
months, bulls of over one year and “fatstock -
other” were much higher in number than
in June 1962, when the total herd was
133900 head more than in June 1965.

According to the October 1965 census in
France, stocks were 1.3% up on October 1964
—_ an increase of 272 000 head. The favous-
able impression gained from the 1964 census
__ to the effect that the cattle population
was being built up again and getting younger
— has thus been confirmed.

Total stocks in the Netherlands in May 1965
were 4.5 %higher than in May 1964. Young
animals of up to one year and heifers of
over one vear increased markedly in numbet
(4.3% and 5% respectively). Although the
number of dairy cows was 1.8% higher than
in May 1964, the May 1962 figures had been
better still; there was a rather vigorous

increase on May 1964 in the individual
farstock grades.

Developments in Luxemboutg are similar to
those in Belgium; in Iraly there has been no
census since 1961.

8. Given the increase of 1.7% in EEC
cattle stocks according to the 1965 censuses,
1966 and 1967 will probably see — now
that the effects of the 1962/63 crisis have
been overcome — a return to normal produc-
tion figures; with a high volume of imports
(159% of consumption) included, production
and consumption should be more ot less in
equilibrium.

In 1965 the number of cows fell 4.3% below
the 1961 figure, while the numbet of bulls
of up to one year increased 8.1% and
yearlings (including heifets) rose 4.4%. The
composition of stocks obtaining in 1965 must
be maintained; it would then be possible to
consider action to make milk production
more stable than it was in the Community
between 1958 and 1961 and to increase the
absolute numbers of fatstock above the figures
for that period.

The 1965 situation can only be maintained
if:

(1) Breedesrs know the guide price they are
to receive at least eighteen months in advance.

(2) The total cattle population is kept at

the level attained early in 1966, and — in
order to ensure regular replenishment of the
farstock population — the number of dairy

cows is not teduced;

(3) An artractive guide price is fixed. As
it is techpically difficult to introduce a
general, permanent system of bounties or
subsidies to encourage the breeding of calves,
increased output will have to be achieved
mainly through price and market policy.

9. Market prices were undoubtedly attractive
in the Community in 1965, and this made
it possible not only to obtain a certain
increase in the cattle population after the
1962 crisis but also to improve its composi-
tion. As we have already noted, the latest
counts available showed that the number of
cows has gone down slightly since 1961; on
the other hand, numbers of young cattle,
including stote animals, were 6.3 % up
on 1961.

So the pattern of stockbreeding in the Com-
munity showed something of a shift towards
meat production in 1965.

There is, however, a negative psychological
factor: although there has been a general
price increase since 1963, the beef producer
will inevitably be concerned about furure
developments since prices began to fall again
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in July 1965 — a sign that the situation is
coming back to normal. This is another
teason why the common guide price must be
fixed at a level that will not discourage
producers.

10. Production of beef and veal in 1966
will reach an estimated 3.7 to 3.77 million
metric tons (by weight of carcass including
fat), depending on whether the average
of the slaughtered animals is the same as
in 1964 (267 kg for grown cattle, 71 kg
for calves) or is slightly hingher (278 kg
and 75 kg respectively).

Consumption

11. Consumption is likely to fluctuate
between 4.29 million metric tons (a rise of
0.5 kg in per capita consumption) and
4.38 million metric tons (a rise of 1 kg
in per capita consumption). The Commu-
nity's import requirements for 1966 are con-
sequently estimated at 520 000 to 680 000
metric tons.

12, To_summarize, 1966 should be much
the same as 1962 from the production angle,
but this does not apply to consumption,
which — despite a reduction in 1964 and
1965 — is likely to be rather more than
10% higher than in 1961; this explains
why the Community’s self-sufficiency dropped
from 97.3% in 1961 to 84.8% in 1965
(see Annex BII/3).

External trade

13. The EEC, the United States and Britain
are the three biggest importers of beef and
veal. The Community’s net imports since
1960 have been as follows:

1960 317 000 metric tons

1961 250 000 metric tons

1962 297 000 metric tons

1963 463 000 metric tons

1964 587 000 metric tons
Imports of frozen meat are included in these
figures, since until 1964 this commodity
was part of a single customs heading together
with fresh and chilled meat.
In 1964 the Community imported 240 000

metric tons of frozen beef and veal, including
bones; in 1965 imports totalled 207 000
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metric tons. In view of the constant need
of processing industrics for lean meat, Com-
munity imports of frozen beef and veal are
in the years to come likely to reach at least
200000 to 220 000 metric tons per annum.

Community exports of all kinds of meat are
low (20 000-30 000 metric tons per annum);
it was only in 1962 and 1963 that they
reached considerable proportions ~— when
some member countries, particularly France,
had to sell on the world market frozen mear
acquired as a result of government intetven-
tion. For 1962, exports to non-member
countries amounted to 108 000 metric tons,
and for 1963, 68 000 metric tons.

Prices

Guide prices

14. The following are the maximum and
minimum limits of the guide prices fixed
by the Council for the period 1 November
1964 - 31 March 1965:

Grown cattle:

minimum 51.25 u.a. (DM 205) per 100 kg
live weight .

maximum 58.75 u.a. (DM 235) per 100 kg
live weight

Calves:

minimum 76.25 wa. (DM 305) per 100 kg
live weight

maximum 86.25 w.a. (DM 345) per 100 kg
live weight

In Regulation No. 25/65/CEE the Council
laid down the following maximum and
minimum limits to the guide prices for the
year beginning 1 April 1965 and ending
31 March 1966:

Grown cattle:

minimum 57.50 w.a. (DM 230) per 100 kg
live weight

maximum 61.25 u.a. (DM 245) per 100 kg
live weight

Calves:

minimum 78.00 u.a. (DM 312) per 100 kg
live weight

maximum 85.00 u.a. (DM 340) per 100 kg
live weight



Within these limits, the Member Sctates fixed

their guide prices last year as follows:

TABLE 21

(per 100 kg live weight)

Grown cattle Calves
Country —_— S
wa ‘ DM wa. DM

France 58.13 232.53 81.43 325.70
Netherlands 58.70 234 .81 78.43 314.92
Germany 60.00 240.00 84.00 1 336.00
Belgium 60.00 240.00 78.00 312.00
Ttaly 60.00 240.00 82.50 330.00
Luxembourg | 60.00 240.00 85.00 340.00
The prices for grown cattle represent a ' reduced the gap for grown cattle to 1.87 ua.

weighted average of 59.15 u.a. (DM 236.6),
which is 6.32% highet than the weighted
price in 1964/65.

Although the gap between the maximum and
minimum limits of the guide ptice was fixed
in Regulation No. 20/65/CEE at 3.75 u.a.
(DM 15) for grown animals and 7 u.a.
(DM 28) for calves, the Member States have

(DM 7.47), but left it unchanged for calves.

Market prices

15. The following average market prices
per 100 kg live weight obtained on reference
matkets in the Member States between
1 January 1965 and 31 December 1965:

TABLE 22

(per 100 kg live weight)

Grown cattle Calves
Country

u.a. DM u.a. DM
Belgium 65.00 260 84.25 337
Germany 67.50 270 98.75 395
France 62.25 249 92.75 371
Jtaly 68.75 275 108.00 432
Luxembourg 63.50 254 96.50 386
Netherlands 60.00 240 93.25 373

These figures show that in 1965 the gap
between the highest and the lowest market
prices within the Community was 8.75 u.a.
(DM 35) for grown animals and 23.75 u.a.

(DM 95) for calves. The cottesponding
figures for 1964 were 9 ua. (DM 36) and
20.75 u.a. (DM 83).
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In the closing months of 1965, however,
there was a perceptible reduction in these
gaps, which might well become permanent
once normal conditions of production ate
established.

16. In view of the seasonal variation in
production, the price cutve for grown cattle
ought to be a sine curve with its crest in
the critical May-June petiod and its trough
between October and December when cattle
are being brought in from pasture, but prices
rose steadily throughout 1964 — a year of
shortages — so that in October-December
they were in most member countries higher
than in May-June. The production situation
returned to normal in 1965, with prices
lowet in the second part of the year. This
decline in prices resulted in a half or full
levy being temporatily imposed in all Com-
munity countries with the exception of
Luxembourg.

17. From April to the end of June there
was a general drop in calf prices, when a
half or full levy had to be imposed in all
countries but Italy. This is a sign that the
situation is returning to normal, as most
calves are born in the spting.

18. If the prices in each member country
are weighted by its total cattle population,

an average Community price of about 63.13
ua. (DM 256.50) per 100 kg live weight
for grown cattle in 1965/66 is arrived at.

The development of this weighted average
price was shown above: the biggest rise was
of 16.4% from 1963 to 1964; in 1965 the
price was 49% higher than in 1964. Producer
prices are 8 to 10% lower than wholesale
prices, with the difference accounted for by
transport costs and the dealet’s margin.

Incidentally, the directive on health require-
ments for intra-Commuaity trade came into
effect on 1 July 1965 and has facilitated
trade between the member countries.

Intervention prices

19. Under Article 10 of Regulation No.
14/64/CEE the Member States are entitled
to intervene on the home market for grown
cattle when the prices ruling on their refet-
ence matkets are equal to ot lower than the
intervention price, which they themselves fix
at 93 to 96% of the guide price.

Luxembourg and Italy had notified the Com-
mission that in 1964/65 they did not
envisage adopting meastres of intervention.
The other Member States had fixed their
intervention prices as follows:

TABLE 23
National % of
Country u-a. cti—rl;rﬁ?y guid/e grice
Germany 53.76 DM 215.04 96
Belginm 53.20 Blrs. 2 660 95
France 52.06 FF 257 94
Netherlands 51.11 FI1.. 185.07 93
The following countries stated that in market, if the situation required, at the

1965/66 they would intervene on their home
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TABLE 24

\ \ National 9% of
Country u.a. currency guide price
Germany 57.50 DM 239 95.83
Belgium 57.00 Birs. 2 850 95
France 55.80 FF 275.50 96
Netherlands 54.60 FL. 197.63 93

i

However, the movement of prices in the
Community has since November 1964
obviated the need for intetvention in any
member country, prices everywhere having
been higher than the intervention price.
Price ratios

20. In order to assess the prices of cattle
products, we must remember that many
producers can channel their production
towards slaughter cattle or milk products,
whichever looks like fetching the better price.

Table 25 shows the ratios between the prices
obtaining in the various member countties
from 1960/61 to 1964/65, and the ratios
that will apply once common prices have
been instituted. For milk products the price
taken is that obtained by the producer, but
for beef first the wholesale prices for good-
quality grown animals and then average
prices for all grades calculated on the weight-
ing coefficients given in Annex III to Regula-
tion No. 14/64/CEE.

21. The decision on the level of the com-
mon guide price for slaughter cattle is affect-
ed only inditectly by the decision on common
cereal prices — inasmuch as cattle prices
have to be expressed in a given ratio to
milk prices.

In most countties prices for slaughter cattle
have shown a more favourable trend than
milk prices. This applies particularly to
France. In the early fifties the ptice ratio
of milk to good-quality slaughter cattle was
lowest in France at 1:5 and highest in the
Netherlands at 1:7.7.  Over the period
1960/61 to 1964/65, on average, the price
ratio in France expanded to 1:6.6, while in
the Netherlands the gap natrowed.

This development was due to the extremely
sharp rise in demand for beef and veal.
Production was able to keep pace with
demand only by means of an increase in
cattle prices and a price ratio to milk that
was favourable to stockbreeding. If produc-

tion of slaughter cattle rather than milk is to
rémain attractive in the future, either 2) a
market price for good-quality cattle must be
aimed at that is about 7.3 times the producer
price for milk in the major producing areas,
or b) a market price must be fixed for grown
animals of all grades that is seven times the
producer price for milk in those ateas.

Level of common prices

Proposal

22.  All the sutveys on the foreseeable trend
of supply and demand indicate that the
Community’s policy should be to encourage
production of beef and wveal; the decisive
policy factor will be the level of the guide
price. A better return on beef and veal
production seems also to be called for as
part of the general agticultural price arran-
gements at Community level.

At lJeast some of the risk of surpluses
occurring in milk and milk products would
be reduced if price policy for the cattle-
breeding industry wete to be slanted rather
more towards meat production and rather
less to milk.

At the same time the difficulties of a number
of commercial crops, particularly cereal crops,
would be reduced if the feedingstuffs they
represent could be converted into livestock
products, especially beef and veal, this branch
of production absotbing greater quantities of
feed grain.

23. Consequently, the tendency to go over
to beef and veal production observed in 1965
must be maintained, but this can only be
done if:

4) The price obtained by the producer

ensutes that his standard of living remains
at its ptesent level;
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TABLE 25

Ratio between average producer prices for milk and cartle prices

Grown cattle: milk (milk = 1)
Belgium Germany France
Period T

quatty () | giades | auity () | gmdes | quofod) | grimes

1. Av. 1951/52-1953/54 6.68 — 7.08 — 4.98 —
II. Av. 1957/58-1959/60 6.68 — 7.02 — 6.34 —
111, 1960/61 7.05 6.61 7.41 6.65 6.10 6.03
1961/62 7.61 6.69 7.05 6.34 6.22 6.12
1062/63 6.74 6.18 6.52 5.86 6.10 6.05
1963/64 7.56 7.16 6.88 6.28 6.68 6.57
1964/65 7.18 6.94 7.71 7.01 7.30 7.26

IV. 1968/69 7.27 6.97 7.27 6.97 7.50 7.20

Ttaly Luxembourg Netherlands

qualtty () | grades | quabey () | gades | ouin) | e

I Av. 1951/52-1953/54 5.76 — 5.76 — 7.70 —
1T, Av. 1957/58-1959/60 6.21 — 6.42 —_ 6.67 —
IT1. 1960/61 6.98 6.74 6.38 6.15 6.93 6.45
1961/62 6.37 6.57 6.15 5.93 7.12 6.70
1962/63 6.49 6.58 5.99 5.73 6.08 5.63
1963/64 6.86 6.77 5.83 5.63 7.47 6.91
1964/65 6.98 6.79 6.47 6.15 7.66 7.15
1V. 1968/69 6.75 6.48 7.31 7.01 7.14 6.85

(") Germany : Bullen A and Firsen A.
Belgium ; Beeufs et génisses 55 9.
France : Boeufs (1st qual.) and vaches (1st qual.).

Italy : Buoi (1st qual.) and vacche (1st qual.).
Netherlands : Slachtrunderen (1st_qual.).
Luxembourg : Taureaux, etc. AA,

&) The opportunities for converting into
livestock products the feedingstuffs produced
on the farm or bought as compounds or
concentrates are kept at an adequate level;

¢) The profitability of stockraising enables
farmers, whether breeders or fatteners, to
cover the extra building costs that will be
needed if animals hitherto slaughtered within
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three months of birth are to be kept until
the age of twelve to sixteen months as baby
beef or until eighteen to twenty-four months
as slaughter bullocks, bulls or heifers;

d) The ratio between the price of milk
and that of beef and veal in 1965, which
favoured meat production, remains mote or
less the same in the coming yeats.



This will require the average of present
Community prices to be increased by at least
5%.

24. The weighted target price for milk for
1965/66 in the Community was 36.71 Pf.
per kg for milk with a 3.7% fat content.
The common target price of 38 Pf. for 1967
is 3.519% higher. If this rate of increase
is applied to the weighted average Commu-
nity price of DM 256.50 for beef in 1965/66,
a guide price for grown cattle of DM 265.50
is obtained, rounded off to DM 265 or
66.25 wa. per 100 kg live weight.

This gives for the EEC as a whole a ratio
of 7:1 between the wholesale price for grown
cattle of all grades per kg live weight and
the producer price per kg of milk.

Since the overall Community price of good-
quality animals as defined in the footnote
to page 12, weighted by the cattle population
in each member countty, is 4.2% higher
than the price for all grades, the DM 265
corresponds to a good-quality price of

265 x

DM 276, or 69 u.a. per
100

100 kg live weight.

The nominal ratio between the wholesale
price of good-quality grown cattle per kg
live weight and the producer price of milk
pet kg is 7.26:1.

25. The ratio between the weighted average
price of calves and the weighted average
price of grown animals has since 1961 varied
between 1.59:1 and 1.42:1. It was highest
at the time of the heavy slaughterings ar
the end of 1962 and in 1963.

To ensure the production of as much beef
as possible, slaughterings of calves should
not be encouraged; it is therefore proposed
that the ratio between the price of calves and
that of grown animals be fixed at 1.35:1,
which gives a guide price for calves of
DM 358 ot 89.50 wa. per 100 kg live
weight.

26. Compared with the 1965/66 guide
prices fixed by the Member States, the pro-
posed prices of 66.25 ua. per 100 kg
(DM 265) for grown animals and 89.50 w.a.
per 100 kg (DM 358) for calves tepresent
the following percentage increases.

TABLE 26

Proposed guide prices for cattle in EEC countries
Change on 1965/66 prices

Grown animals Calves
Country
K u.a. ? A wa o,
Belgium + 6.25 + 10.4 4 11.50 + 14.7
Germany <+ 6.25 + 10.4 +  5.50 4+ 6.5
France - 8.12 + 14.0 - 8.07 9.9
Ttaly 6.25 + 10.4 - 7.00 + 8.5
Luxembourg 6.25 + 10.4 - 4.50 + 5.3
Netherlands 7.55 + 11.9 + 10.77 + 13.7

These price increases are appreciable, but
they would be much less so if compared
with 1965 market prices — as is evident

from Table 27. In Germany and Italy the
price of grown animals would actually fall.
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TABLE 27

Market prices for cattle in EEC countries
Expected change on 1965/66

Grown animals Calves
Country
u.a. % wa %

Belgium 4+ 1.25 + 2 + 5.25 + (6
Germany -— 1.25 — 2 — 9.25 — 9
France + 4.00 + 6 — 3.25 — 4
Ttaly — 2.50 -— 4 — 18.50 — 17
Luxembourg 2+ 2.75 + 4 -— 7.00 — 7
Netherlands + 6.25 + 10 -— 3.75 — 4

Measures to keep market prices at the level
of guide prices

27. Regulation No. 14/64/CEE provides
for two kinds of measure:

a) Imposition on imports from outside the
Community of a levy applicable when the
price recorded on representative markets in
the Member States is below the guide price,
and of half the levy when the price is up
to 3% above the guide price.

b) For grown animals the Member States
are empowered to intervene when the prices
recorded ate lower than or equal to the
intervention price; the intervention price is
fixed at 93-96% of the guide price.

When the common market is fully estab-
lished, these provisions of Regulation
No. 14/64/CEE will have to be adapted
so that account can be taken of the common
guide price and the fact that intervention
will have to be in the hands of Community
agencies.

Price changes resulting
from the common price

Wholesale prices

28. It may be assumed that in 1966 and
1967 — if there is an easing of the severe
shortage of beef and veal which the Commu-
nity experienced until 1964 — prices will
not continue to rise at the same rate as
over the last two years. As a result of the
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additional protection ensured by the full levy
or the half levy when prices fall, market
prices should stay close to the guide price.
Within the single Community market, how-
ever, prices will not be uniform: they will
be higher in member countries with a
deficiency than in those with a surplus. For
example, transpott costs alone represent a
difference of 2.50 uw.a. per 100 kg between
average prices in France and Germany. And
the price trend for the various qualities, as
we showed above, will not correspond to
that for the weighted average, since the
Community’s deficit is mainly in meat for
processing and the situation for good-quality
cattle is less critical. Moreover, market prices
for the Community as a whole will not fall
below the intervention price, which is thus
in effect a guaranteed price.

Consumer prices

29. 1In general, retail prices follow closely
behind any rise in wholesale prices, but if
wholesale prices fall, there is often a
considerable time lapse before retail prices
follow suit. However, it is to be expected
that trade margins will tend to stabilize
at a time when production and consump-
tion are in balance. As the price of grown
animals was 66.25 uw.a. (DM 265) and even
higher during 1965 in Germany, Belgium
and TIraly, retail prices should alter little in
these three countries.

30. In 1965 the price of calves was 89.50
ua. (DM 358) — or even higher — in all



member countries. If market prices are in
the region of the guide price, it can there-
fore be assumed that retail prices for veal
will be at much the same level as was
recorded in the member countries at some

periods in 1965/66.

3. Demand for beef and veal is influenced
not only by their price but also by the
price of competing meats (chiefly pigmeat
and poultry). In Germany, however, the
establishment of a common ptice for feed
grains will bring down pigmeat and poultry
prices. Feed-grain prices will rise in Italy,
but this will have slight influence on pigmeat

The situation on the market

Long-term trend

Production

1. Out of a total world output of some
150 million metric tons of husked rice, the
Community cutrently produces about 600 000
tons. Only two member countries are rice
producers — France with 100000 tons and
Ita(lly with 500 000 tons (see (Annexes BIII/1
and 2).

The trend of rice production in these two
countries has been different over the last
fifteen vyears.

«) It is only since 1945 that rice has been
grown in France in any considerable quan-
tities, and high growth rates in output have
been recorded over the last few years —
150-1809% up on 1950 and 50-70% wup
on 1955. This increase was due to the
expansion of the area under rice, though it
did settle down at about 30000 hectares
in 1958. Yield per hectare is some 4 000 kg
of paddy.

h) TIralian production has fallen off in

recent years — 10-209% down on 1950 and
25-359% on 1955 — owing to a decline in

the area sown to rice, which reached a
maximum at 180000 ha in 1952-55 and
then fell to about 50000 ha, levelling off
at 120 000-130 000 ha in 1958. The decline
set in when world market prices, which had
been falling since 1955, began to make it
difficult for Italian rice to find foreign
markets and the Italian Government intro-
duced production controls — latgely by freez-
ing its support price for a number of years
in succession. Yield has remained high at
5300 kg per hectare.

consumption, which is rather low in this
couatry. If market prices in these two
member countries are about the same as the
guide price, the increase in market prices
can be ignored for all practical purposes.
Consequently, the establishment of a Com-
munity guide price will not have an adverse
effect on beef and veal consumption in these
two countties.

In view of the general upward trend of prices
in the economy, the real price increases fore-
cast for beef and veal may be assumed to
be wety slight in the other Community
countries.

RICE

2. Yields in France (4000 kg) and Italy
(5300 kg) are among the highest in the
world, comparing with those in Australia
(6300 kg), Spain (6200 kg) and Portugal
(4700 kg). Average yields for the world’s
tice-growing areas over the past three years
were:

4700 kg per ha
Oceania 4700 kg per ha
North America 4 000 kg per ha
Middle East 2800 kg per ha
Latin America 1800 kg per ha

Europe

Far East 1700 kg per ha
Africa 1200 kg per ha
Consumption

3. Rice production in the EEC is insuf-
ficient to meet requitements. The Commu-
nity’s total consumption is between 720 000
and 750 000 tons of husked rice per annum
(see Annex BIII/3).

The Community is thus 82% self-sufficient,
but it must be remembered that long-grain
rice is preferred by consumers in the non-
producing member countries, who create a
demand for imports of this quality, while
there is even a slight surplus of the round-
grain rice chiefly grown in the Community.

Annual per capita rice consumption in the
EEC is low at an average of 3 kg of rice
ready for consumption. This figure has
remained practically unchanged for the last
ten years, with considerable variation from
one member country to another (see Annex
BIII/4). Italy, with a per capita consump-
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tion of 5.4 kg, is the only member country
whose consumption is above average; the
figure for the Netherlands is 2.4 kg, for
Ggrrr}l(any and France 1.7 kg and for BL.E.U.
1. z.

Average producer price

4. Over the last fifteen vears the prices
paid to French and Italian producers for
100 kg of paddy have developed on prati-
cally parallel lines, with a differential of about
2 uw.a. per 100 kg, French prices having risen
from 10.50 to 13 u.a. and ltalian from 9 to
11.50 u.a. (see Annex BIII/S).

Average figures for the years 1950 to 1962
are just above or just below the price paid
to producers in the United States; while
French producers received 12.20 u.a. per
100 kg of paddy and Italian producers
9.70 u.a., the price in the United States
was 10.90 u.a.

5. Broadly, the trend of prices in the EEC
shows a decline between 1950 and 1956
and a very slow increase since 1956. Producer
prices in 1964/65 were 12.88 u.a. in France
and 10.68 u.a. in Italy.

These prices wete only slightly above the
intervention prices that these two member
countries had fixed for the 1964/65 rice
year, which was the first since the common
organization of the rice market came into
effect.

Current situation
Aspects of the common market orgamization

6. The common organization of the rice
market, which has been in force since 1 Sept-

("} The prices as fixed were {see Annex BILI/6) :

Trauce
Threshold price
Basic target price 19.21 (including imposts)
Derived target price 18.20 (including imposts)

Intervention price 12.85 (inctuding imposts)

19.64 (including bags and imposts)

ember 1964, has the same basis as the cereal
market organization and rhus includes rtarget
prices, intervention prices and threshold
prices.  However, this system of prices
applies only to the two producer member
countries: the other four already constitute a
single market with a common threshold price.

With a view to the establishment of a com-
mon market the following prices must be
fixed in accordance with Article 22(2) of
Regulation No. 16/64/CEE:

i) A common basic target price,
i) A single threshold price,

iii) Intervention prices based on the derived
target prices expressed in terms of paddy and
reduced by 49 (at present 5% in France
and 7% 1n Italy).

The Council has not yet decided what is to
be considered the area with the greatest
deficit to which the basic target price would
apply, but it might be the Duisburg area,
which was selected in the case of cereals,
in which case the threshold price could be
calculated for Rotterdam.

Fixed prices

7. The prices fixed for the first rice year
after the introduction of the common market
organizarion include vatious imposts both
in France and Italy, whereas the common
prices — as in the case of cereals — have to
be fixed without imposts. A proper com-
parison of the present situation with the
final stage should therefore be based on
present prices excluding imposts, but not the
fixed prices (1); prices (less imposts) for the
beginning of 1964/65 are:

Italy

17.73 (including bags aud imposts)
17.77 (including bags and imposts)

(
(
16.69 (including bags and imposts)
10.50 (including bags)

Apart from an increase in the Italian intervention price (11.23) and a reduction in the French threshold price (19.13),
these prices apply to the whole rice year 1965/66, which however does not begin till 1 September 1965.
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TABLE 28

(u.a. pcy roo kgj

Non-producer

Price , France , Italy member-countries
Threshold price (husked rice) i 18.92 16.33 14.20
Basic target price (husked rice) ( .49 16.37 —
Derived target price in producing
area (husked rice) .38 15.29
Intervention price in producing area |
(paddy) [ .30 10.50 -

Producer prices

8. The prices received by paddy growers
in the two producer member countries in
1964/65 (see Annex BIII/5) slightly ex-
ceeded the above intervention ptices. These
average producer prices — 12.88 wuwa. in
France and 10.68 wa. in Italy — show a
slight increase (0.30 u.a. per 100 kg) on
the previous year, which confirms the general
tendency observed since 1956.

Supply ssruation

9. In recent vyears the EEC has been
75-85 % self-sufficient. The Community’s
requirements not covered by French and
Tralian output were supplemented by net
imports of 100 000 to 150 000 metric tons.

Of the 150 million tons harvested throughout
the, world only 6 million, or 4%, came onto
world markets, and of these 6 million tons,
3 million were exported by Asian countries
(Burma, Thailand, mainland China, Cam-
bodia and Vietnam) and 750000 by the
United States.

10. The Community’s gross imports of
300 000 to 400 000 tons come mainly from
the United States, Thailand and the United
Arab Republic — in that order.

These figures include a bare 30 000 tons
from the Associated African States and the
overseas territories of the member countries
—  mainly from Madagascar (including
14 000 tons impotted by France) and Surinam
(including 12000 tons imported by Ger-
many).

EEC imports account for only 5% of world
trade, but as the amounts involved are of
the hard and long-grain qualities that cannot

be produced in the Community, some contin-
uity of external trade is ensured.

between rice
products

Price ratios
and other

11. In the elaboration of a proposal for the
common tice price, account must be taken
of the fact that rice producets can either
continue to grow rice ot change over to other
crops. The price should therefore be based
on the maintenance of a balance between
the various substitute products.

With certain regional exceptions, it should
be technically possible to replace rice by
other cereals, by sugarbeet, fruit or vegetables,
provided a certain amount of soil improve-
ment is effected and irrigation or wateting
can be provided for some of these crops.
In certain cases, particularly in soil contain-
ing salt, these measures may pcrhaps be
inadequate. Convetting from one crop to
another in this way would naturally require
corresponding investments for the various
types of crop involved (machinery and equip-
ment, seeds, fertilizers, etc.), except where
these crops are already grown near areas
currently sown to rice.

The various aspects of the market in these
products, especially their disposal, together
with the disadvantages of salty soil in the
case of areas under rice in France, suggest
that for all practical purposes maize is the
only crop fulfilling all the conditions for
substitution, particularly as the future price
of this product has already been fixed by
the Council, and so offers farmers a fairly
firm basis for comparison.

12. In the two rice-producing member
countries the ratio between the average prices
of maize and rice has been 1 to about 1.5

39



since 1960/61. The ratios for each year
since 1951 are given below:

Cereal Year France Italy
1951/52 2.05 1.16
1952/53 1.59 1.15
1953/54 1.60 1.39
1954/55 1.65 1.37
1955/56 1.60 1.20
1956/57 1.57 1.25
1957/58 1.51 1.50
1958/59 1.37 1.49
1959/60 1.41 1.39
1960/61 175 1.61
1961/62 1.58 159
1962/63 1.51 1.53
1963/64 1.55 48
1964/65 1.48 1.49

Should the common maize price be intro-
duced in 1967/68 with no change in the
price of rice, the ratio would alter only
slightly in France, but in Italy — where
maize prices dre going up sharply — the
present ratio would alter to the disadvantage
of rice.

If it is remembered that rice has been grown
for only a relatively short period in France,
which implies that growers still have to
amortize part of their outlay, and that in
Iraly rice production has already declined
by more than a quarte: because of the big
labour force and high wages demanded, there
might well be a sharper decline in areas
under rice if reduction of the price gap
between these two products caused any
appreciable deterioration in the price ratio.

The price ratio should therefore be not less
than 1 to 1.5.

Level of the common price
for 1967/68

13. On the basis of the price charged at
the beginning of 1964/65 by growers in
Ttaly, the major producer member country,
and the change in maize prices, the producer
price for 1967/68 may be fixed as follows:

TABLE 30

(u.a. per roo kg paddy)

Price of rice

Producer price in 1964/65

Effect on rice prices of change in maize price (1)

Producer price for 1967/68

10.68

+ 1.30

12.00

(*) Change in producer price for maize in 1967/68 compared with present prices, multiplied by maize yield in areas under

rice, and divided by rice yield.

In Italy the derived intervention price for
the major producing area would be fixed
at 12 u.a. per 100 kg of standard-quality
paddy.

On the basis of this price, which is 1.50 u.a.
higher than the intervention price fixed for
1964/65, a ratio of 1 to 1.56 could be
attained in 1967/68 between the interven-
tion price for maize (7.70 w.a) and the
intervention price for rice.

It should be pointed out that this ratio is
much the same as the ratio of 1 to 1.54
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between the average producer prices for maize
and rice in Italy between 1960/61 and
1964/65.

In France the derived intervention price for
the major producing area would be fixed at
12.30 w.a. per 100 kg of standard-quality
paddy, with allowance for price zoning.

On the basis of this price, which corresponds
to the intervention price for 1964/65 less
imposts, it would be rossible to attain a
ratio of 1 to 1.60 in 1967/68 between the



intervention price for maize (7.70 u.a.) and
the intervention price for rice.

This is quite close to the ratio of 1 to 1.57
between average producer prices for maize
and for rice in France between 1960/61 and

1964/65.

Price changes resulting
from the common price

On the basis of the balance between producer
prices for maize and those for paddy in the
years 1964/65 to 1967/68, two prices for

tutn serve as basis for fixing the wvarious
prices that form part of the common organi-
zation of the market.

With a producer price of 12 u.a. per 100 kg
in the Iralian producing area, the normal
price difference between paddy and husked
tice, the gap to be established between inter-
vention price and target price, and the aboli-
tion of the standard amount and of regional
ptices in accordance with natural price forma-
rion would together give the intetvention,
target, and thresnold prices shown in the
table below, which also indicates the percent-
age change on 1964/65 prices (excluding

rice growers were calculated, and these in 1Mposts):
TABLE 31
(w.a. per 100 kg)
J France Ttaly Non-producer countries
1 1964/65 J 196768 1964/65 j 1967/68 1964/65 | 1967/68
o | ] | |
Intevvention price in pro-
ducing arca (paddy) 12.30 12.30 10.50 12.00 — —_
Change on 1964/65 (%) - - 0 — +14.3 - —
Derived target prvice in pro-
ducing arca (husked rice) 17.38 17.20 15.29 16.81 — —
Change on 1964/65 (%) — =10 — |+ 9.9 L —
Basic tavget price (husked
rice) 18.49 — 16.37 — — 18.12
Threshold price (husked rice) 18.92 17.78 16.33 17.78 14.20 17.78
Change on 1964/65 (%,) — — 6.0 - + 8.9 — +25.2

In Italy the increase in the producer ptice
for tice fixed as a result of the increase in
the producer price for maize will send up
the intervention and threshold prices in
relation to current prices (excluding im-
posts).

In France retention of the current interven-
tion price (excluding imposts) will mean a
fall in the threshold price.

In the non-producer member countries the
threshold price will rise 25%.
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IV,

The situation on the market

Long-term trend

Production

1. Sugar output in the Community (includ-
ing the French overseas departments) has
averaged 5.7 million metric tons over the
last five vears (see Annex BIV/2). Since
the first half of the fifties it has increased
by 1.7 million tons, an average of 3.2%
per year. All member countries contributed
to the increase, but the highest rate of growth
was in Germany.

The increase in output was attained chiefly
by bigger yvields pet hectare. In addition,
however, areas under sugarbeet were extended
considerably in Germany, Italy and the
Netherlands — the impotting countries —
particularly in the fifties (see Annex BIV/1).

The considerable fluctuations in sugar produc-

tion from one year to the the next — some-
times more than 20% — are mainly due

to the weather.

Consumption

2. In the last five years sugar consumption
in the Community has on average totalled
5.4 million tons, as against 3.8 million tons
in the years 1950 to 1954. It has therefore
been growing almost as fast as production;
pet head, the rise has been from 23.2 kg
to 30 kg. The sharpest increase in consump-
tion was in Italy. (see Annex BIV/2).

The Community’s degree of self-sufficiency
(including the overseas departments) did not
change over the period under review; it
averaged 106%.

Prices

3. In the last fifteen years ex-factoty prices
for sugar (excluding taxes) and sugatbeet
prices in all member countries have been
raised by 20 to 40% (see Annex BIV/4).

4. This means that the trend of sugarbeet
prices has been more favourable to the
producer than that of cereal prices. To the
extent that the raising of beet prices corre-
sponded to the actual movement of produc-
uon costs, which is largely determined by
the general trend of prices and wages, it
could be justified by the general objectives
of agricultural policy. In practice, however,
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growing beet at the prices fixed by the
Member States proved to be so advantageous
for producers that there was a tendency
patticularly after the end of the fifties, to
expand cultivation more vigorously than was
warranted by the possibilities of the market.
A major contributing factor was probably the
considerable improvement in  production
methods over the last six of eight years
(utilization of single-germ seeds, development
of more efficient chemical herbicides and
pesticides, full mechanization of harvesting),
which had a favourable effect on production
COSTS.

5. To maintain the balance between produc-
tion and sales outlets, all Member States
were obliged at least from time to time
to take measures which would directly or
indirectly counteract the tendency for produc-
ton to expand. The parallel development
of production and consumption teferred to
above is thus the result both of a price policy
that encourages production and of the meas-
ures taken to limit it.

The current situation

Production and consumption

6. To illustrate the current supply situation
in the member countries, it is best — in
view of the wide fluctuations in production
— to confine oneself to average figures for
the last five years.

Table 32 shows that in France and Belgium
production is well above consumption, with
the surpluses of over 400000 in the ovet-
seas departments accounting for much of
the total French surplus. In Germany and
the Netherlands production is sometimes
more, sometimes less than consumption.
Only in Italy has production failed to keep
up with the vigorous rise in consumption
in recent years. As a result of sharp price
increases since 1963/64, however, beet grow-
ing expanded appreciably last year in lItaly
too.

External trade

7. The Community’s trade with non-
member countries has over the last ten years
averaged 700000 tons of exports and
600 000 tons of imports per annum. While
the Community still had a small surplus of
imports in the second half of the fifties, the
rise in exports and a decline in imports
during the sixties produced an export surplus
that averaged 200000 to 300000 tons.



TABLE 32

EEC sugar production and consumption (annual average 1961/62 to 1965/66 (1)

oo metric tons)

1 Germany ) France (%) Italy | Netherlands| BLEU | KEEC (3
— I ‘ —
Production 1610 | 2 306 925 491 385 5 717
Consumption 1 808 { 1 513 l 1,225 J H36 313 5 395
Deficit or surplus 198 | 4 793 | — 300 - | T2 | 4o
Self-sufficiency (9% ) 89 j 152 76 92 123 106
Per capita consumption (kg) 31.0 ; 24.2 44 .4 32.4 30.0

{1} Provisional or estimated figures for 1965/66.
(2) Including Trench overseas departnients.

8. Since the beginning of 1965 supplies
on the wotld sugar marker have been
abundant and prices have been extremely
low. In September 1965 prices dropped
to 3.53 ua. per 100 kg of raw sugar and
5.47 u.a. per 100 kg of white sugar (average
ex-factoty price in the EEC in 1964/65 —
21.25 uwa. per 100 kg). This situation is
a result of a number of factors: in 1964/65
and 1965/66 world sugar production ex-
ceeded consumption by 55 to 57 million
tons (in terms of white sugar), demand in
most countrics was inelastic because of
market conttols and, as a result of the broad
dichotomy in the world market for sugat,

the surplus was concentrated on the narrow
free market. Of the total import require-
ments of abour 14 million tons (white sugar),
about two thirds were obtained under
preferential agreements with certain export-
ing countries and only one third on the
free world market.

Prices

9. The sugar and sugarbeet prices obtaining
in the member countries in 1964/65 wete:

TABLE 33
Belgi G g . . | Arithmetic
elgium ermany France Ttaly Netherlands mean
T

Sugar (1)
—— Consumer price 27.61 J 29.75 23.50 34.40 31.58
— Ex-factory price (?) |

(excluding taxes) 20.46 22.17 18.76 24.35 20.52 21.25
Sugarbeet (3) 16.86 18.13 13.09 19.05 16.26(4)

} U.a. per 100 kg, white sugar,

(
(
(
(

1
2) But including beet tax in Belgium, France and Italy.

3) Basic price in w.a. per metric ton of beet with 16 9 sugar content.
4

Price when producers’ claim for return of beet chips is allowed for; the price would otherwisc be 17.96 w.a. per ton.
P
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10. The highest beet prices in the Commu-
nity are in Italy and Getmany, the lowest in
France, where the production potential is
greatest.  Prices in the Netherlands and
Belgium ate midway between the two
extremes. The same differentiation is found
in ex-factory prices for sugar. Italy and the
Netherlands have the highest consumer
prices, with above-average taxes on sugar in
both cases.

In 1964/65 prices went up in all Commu-
nity countries but France. The increase was
particularly vigorous in Italy and the Nether-
lands (see Annex BIV/4), where prices
were raised again — though not so much —
for 1965/66. Average prices obtained by
producers in France and Belgium in 1964/65
were 13.49 and 16.5% respectively below
the basic prices given above, since export
surpluses were extremely high and wortld

market prices extremely low, so that produ-
cers had to accept particularly heavy export
losses.

Price ratios

11. It has already been pointed out that
over the last fifteen years sugarbeet prices
have shown a more favourable trend than
cereal prices.  Although beet prices were
only 12 to 15% of wheat prices at the
beginning of the fifties, by 1964/65 they
were 15 to 189% of wheat prices. If for
France and Belgium the decline in average
producer prices caused in 1964/63 by beet
growers’ extremely heavy export losses is
left out of account, the percentage of beet
prices to wheat prices ranged rom 16.4%
in France to 17.2% in Italy.

TABLE 34

Average producer prices for sugarbeet as percentage of these
for wheat in the member countries

(Wheat = r100)

Period ’ Belgium ‘ Germany ‘ France } Italy 1 Netherlands
|

I. Av. 1951/52-1953/54 13.3 14.4 12.3 12.2 14.5
1. Av. 1957/58-1959/60 14.2 16.0 16.0 13.6 16.3
I11. 1960/61 13.2 16.1 13.7 13.2 13.6
1961/62 12.5 16.0 14.2 13.9 14.9
1962/63 15.5 16.0 13.8 13.7 14.9
1963/64 16.5 15.9 14.7 14.9 15.4
1964/65 14.4(3) 17.1 14.2(3) 17.2 16.8
V. 1967/68 (1) 14.5(3) 19.3 12.3(3) 19.6 16.7
) 17.0 17.2 | 17.9 17.0 16.9

() Average producer prices for sugarbeet in 1964/65 expressed as percentage of forecast producer prices for wheat in
67/68.

(2) Proposed minimurn sugarbeet pricé (16.5 u.a. per ton) expressed as percentage of forecast producer prices for wheat

in 1967/68.
(3) But if the 1964/65 basic sugarbeet price is taken as the basis and allowance is made for the unusually high losses
in sugar exports that year, the following percentages are obtained : France, 1964/65: 16.4, 1967/68: 14.2; Belgium,

1964/65 : 17.2, 1967/68 17.3.
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If sugarbeet prices in 1964/65 are compared
with the wheat prices for 1967/68 fixed
by the Council, beet in Germany and Italy
is put into a much better position in relation
to wheat because of the decline in wheat
prices: beet prices would then be 19.3% of
the price of wheat in Germany and 19.6%
in Italy. In France, on the other hand, the
price situation of sugarbeet would deteriorate
appreciably: the beet price would be only
14.29% of the wheat price, as against 16.4%
in 1964/G5. Such extreme price ratios,
however, would be sure to lead to an un-
balanced trend of production.

A sugarbeet price of 16 to 18% of the
wheat price would represent a balanced price
ratio in the member countries.

Market organization

12. The sugar matket is regulated in all
member countries, Matket and consumer
prices are fixed annually, and in most coun-
tries the basic prices for sugatbeet as well.
In Germany and in France the possibilities
for factories to dispose of their sugar on
the domestic market are in any case restricted
at present. There are quantitative restric-
tions on imports, and import prices are
brought up to the domestic level of prices.
In the two exporter countries, France and
Belgium, part or all of the losses incurred
by selling abroad are shared out among
producets.

13. The common otrganization of the sugar
matket proposed to the Council by the Com-
mission in 1964 provides — like the market
organization for cereals -— for the fixing
of target, intervention and threshold prices
for sugar and for a minimum price for
sugarbeet derived from the intervention price.
The intervention price for sugat will provide
a guarantee for growers In that the inter-
vention agencies will have to buy all the
sugar offered to them at that price. Imports
and exports are to be regulated by a system
of levies and refunds.

Level of common price for 1967/68

14. Supply in the Community has hitherto
been more or less in balance over an average
of several years, though measures to restrict
production are in force in some Community
countries.

Compared with France, prices are relatively
high in all the othet member countries. In
so far as such ptrices are necessaty to secure
a fair standard of living for those employed
in agriculture, they must also be taken into
account when the common level of prices
is fixed.

15. As was explained in Section 11, the
common sugarbeet price should be 16 to
18% of the wheat price in ordet to ensure
a balanced price ratio. Since:

) Production costs will probably go up
again once the possibilities of rationalization
worked out over the last ten years have been
exhausted and

b) TFixing the price too low would — in
view of the sums invested in beet farming
and in the sugar industty — have extremely
serious consequences that could hardly be
reversed,

it is recommended that the common beet
price be fixed at 17 to 18% of the wheat
price, i.e. 16.50 u.a. per ton of sugatbeet
with a 16% sugar content.

16. But as the technical possibilities fot
expanding production are still relatively
great, it is not impossible that production
will rise until it is well ahead of demand
in the Community. Considerable difficulties
would occur, however, if large surpluses
were to be exported. It would run counter
to the common interest in the harmonious
development of world trade and constitute
a very heavy burden on the EAGGF.

The world market for sugar is already heavily
oversupplied. The extremely low prices on
the free world matket hardly cover the cost
of processing sugarbeet and of marketing.
No change in the situation can be foreseen.
In these circumstances producing sugar for
export does not make economic sense. It is
therefore to be recommended, in case produc-
tion should outstrip consumption by a wide
margin, that special provision be made to
ensure that production is kept in line with
potential outlets (for the individual measures
proposed and the grounds for proposing
them, see Sections 21 to 28 and the text
of the Resolution).

17. Under the Commission’s proposal (and
an agrecment treached in the Council) the
market organization for sugar is to be based
on a uniform system of target and intetven-
tion prices for white sngar. A minimum
price is also to be fixed for sugarbeet, and
this implies indirectly the fixing of a
uniform margin to cover manufacture,

18. This margin, including the average
transport costs paid by factories for beet,
varied in 1964/65 between 8.15 u.a. per
100 kg in Belgium and 10.16 v.a. in Italy.

The beet transport costs included in this
margin varied between 1.16 u.a. per 100 kg
of white sugar in Belgium and 1.98 u.a. in
Germany.
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If an average distance of 20 to 25 km and
the French railway rates are taken as typical,
it seems necessary to provide for transpott
costs of 1.60 uw.a. per 100 kg.

The factory margin excluding transport costs
in 1964/65 was about 7 uw.a. per 100 kg of
sugar in Belgium and France, 7.55 u.a. in
the Netherlands, 8.04 wa. in Germany and
8.32 w.a. in Italy.

Since the processing capacity now available
exceeds demand and the intention is to avoid
a margin high enough to encourage expan-
sion of capacity, the processing margin allow-
ed when the common intervention price is
fixed should be 7.50 w.a. per 100 kg of
white sugar (see Annexes BIV/G and 7).

19. If the cost of sugarbeet at the proposed
minimum beet price of 16.5 u.a. per ton is
added to the average transport costs and the
processing margin mentioned above, and if
the value of molasses is taken as 0.95 un.a.
per 100 kg, a Community sugar price of
20.84 u.a. per 100 kg is arrived at, which
should be regarded as the intervention price.

20.  As there is relatively little risk involved
in marketing sugar, a margin of 5% between
the target price and the intervention price
may be considered adequate. The common
target price for white sugar would thus wotk
out at 21.94 u.a. per 100 kg.

Special measures upon appli-
cation of common prices

21. For sugar there is as yet no common
organization of the market like those operat-
ing for most agricultural products. In several
member countries measures are in force which
limit production, and this makes it partic-
ularly difficult to estimate the effects on
production of the changes in sugar and sugar-
beet prices involved in applying the common
prices.

Sugar production in the Community has in
recent years repeatedly exceeded consumption.
As the technical scope for expanding produc-
tion is still relatively great, oucput may yet
exceed demand in the Community by an
even wider margin than hitherto.

As the export of large surpluses would be
contraty to the common interest in the
harmonious development of world trade and
would put a very heavy burden on the
EAGGF, special measures should be available
should it prove necessary to bring production
into line with the outlets available.

In view of the general principles on which
the common market policy for agriculture
as a whole was worked out, and which are
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of major impottance not only to the Commu-
nity’s farm policy but also to its foreign
relations, the supplementary provisions for
sugar should be put into effect only if an
actual imbalance between production and
consumption should manifest itself.

22. In view of the expected process of
adaptation, the validity of the measures now
to be prepared may be limited to a given
period. The most effective measure is likely
to be one under which the price and sales
guarantee could be curtailed.

If curtailment of this guarantee should prove
necessary, account should in each case be
taken of the volume and trend of production
during the period of adaptation. Since the
cultivation of sugarbeet in the present areas
of production is very important from the
angle of farm management and agriculraral
structure and, furthermore, is bound up with
extensive investments in agriculture and in
the sugar industry, it seems reasonable to
set for each producer a basic quota that will
correspond to his past output and for which
the price guarantee will not at first be sub-
ject to curtailment,

23. In order to prevent overproduction, all
producers should be given a ceiling for their
price. and sales guarantees. The ceiling,
which will be related to the basic quota,
should be worked out in such a way that
production can still be expanded consider-
ably in the areas of the Community most
suitable for growing sugarbeet.

On this basis tegional specialization can be
ensured, while excessive surpluses are avoided,
if arrangements are made for a levy on
the quantities produced between the limits
formed by the basic quota and the ceiling.

The levy will serve as a guiding light for
production if its level is fixed in accordance
with each year’s sugar surplus in the Commu-
nity.  The limiting of the price guarantee
through a levy should, however, itself be
limited by the fixing of a maximum amount
for the levy.

24. Tn order to avoid heavy surpluses it
is necessary, in addition to the above steps,
o prevent any quantities produced by
individual manufacturers in excess of the
ceiling from being sold on the internal
market or from benefiting from export
refunds.

25. It is to be expected that within a few
years the economic conditions to which sugar-
beet and sugar producticn atre subject will
by and large be aligned throughout the
Community. . From 1973/74 on, therefore,
the proposed production levy could be



TABLE 35

Price changes on 1964/65 resulting from the prices proposed for 1967/68,
and price ratio to wheat (1)

l Belgium } Germany 1 TFrance [ Italy [ Netherlands
Price and pricc changes
I. Basic sugarbect price 1964/65
(u.a. per t) 16.86 18.13 13.09 19.05 16.26
Basic sugarbeet price 1967/68
(u.a. per t) 16.50 16.50 16.50 16.50 16.50
Difference (u.a. per t) — 0.36 | — 1.63 |+ 3.41 — 2.55 |4+ 0.24
Difference (%) — 2.1 — 9.0 |+ 26.1 — 13.4 + 3
1I. Sugar price ex-factory :
1964/65 (u.a. per 100 kg) 20.46 22.17 18.76 24.35 20.53
Intervention price
1967/68 (u.a. per 100 kg) 20.84 20.84 20.84 20.84 20.84
Difference (u.a. per 100 kg) 4 0.88 | — 1.33 | + 2.08 | — 3.51 | + 0.31
Difference (%) + 1.9 — 6.0 + 11.1 — 14.4 + 1.5
111, Consumer price
1964/65 (u.a. per 100 kg) 27.61 29.75 23.50 34.40 31.58
Consumer price
1967/68 (u.a. per 100 kg) 27.99 28.42 25.58 30.89 31.89
Difference (u.a. per 100 kg) + 0.38 | — 1.33| + 2.08 | — 3.51 | -+ 0.31
Differcnce (9) + 1.4 — 4.5 + 8.9 — 10.2 + 1.0
Ratio between basic sugarbeet price
and producer price for wheat (wheat = 100)
1964/65 17.2 16.7 16.4 17.1 16.7
1967/68 17.0 17.2 17.9 17.0 16.9

1} See also Annex, Graphs 11 and 12.

increasingly related to overall production.
In this way progtessive harmonization of
producer prices will be achieved for output
within the basic quota and beyond, even if
the special measures are applied.

26. In order to ensure that these measutes
are effective, it is necessary to atrange that
they shall also influence the beet growers.

27. In Italy there are special natural and
structural difficulties which affect beet and
sugat production. The situation resulting
from the Mediterranean climate and the
leeway to be made good in applying modern
production methods justifies the granting of
subsidies for sugarbeet growing.  Since,

moreover, sugarbeet processing is rendered
more expensive, in patticalar, by the short-
ness of the beet season, a consequence of
the climate, it seems apptopriate to provide
a system of subsidies so that the sugar
factories can be adapted.

28. The Treaty provides for the inclusion
of the French overseas departments in the
common market organizations, but they do
not automatically benecfit from the EAGGE.
As the EAGGF is an important factor in
view of the price guarantee which producers
enjoy in the framework of the common
market organizations, its application should
also be extended to the French overseas
departments because of the special signifi-
cance which sugar ptroduction has for them
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Price changes resulting
from the proposal for a common price

29. With the common beet price for
1967/68 at 16.5 ua. per ton, there will
be a sharp rise in French prices compared
with those obtaining in 1964/65, only a
slight change in Belgium and the Nethet-
lands, and a decline of 9% in German beet
prices and of 139% in Italian prices.

A comparison of the 1964/65 ex-factory
prices for sugar with the common intetven-
tion price for 1967/68 shows that changes
in all member countries but Italy will be

appreciably less than the changes in beet
prices. This is partly due to the removal
of the beet tax now imposed in France,
Belgium and Italy and :o the relatively slight
changes in the margin for the manufacturer.
This explains why in France, for instance,
the beet price will go up 26.1% but the
ex-factory price only 11.19.

If the terms of trade and transport rates
remain constant and taxes on sugar are
uniform in absolute terms, the consumer
price. will go up another 8.99% in France
— the only country to suffer a relatively
vigorous price increase -— while in Italy
it will fall by 10.2%.

V. OILSEEDS

The situation on the market

Production

1. Oilseed production in the Community
is concentrated chiefly on colza, rape and
sunflower seeds. Colza and rape are grown
chiefly in the north while the sunflower
requites a warmer climate. At present
producer prices are guaranteed for colza and
rape in Germany and France only, and for
sunflower seed in France only. For this
reason it is only in these two countries that
there is an appreciable production of colza
seed and rapeseed; sunflowers are grown
exclusively in central and southern France
(see Annex BV/1).

The cultivation of colza, which played an
important part in the agriculture of some
Community countries at the beginning of
the century, did not expand again until

during and after the Second World War,
patticularly at the time of the Kotean War
(1950-53) and in the last few years.

2. This trend is due to the important and
often essential role of colza and rape in
crop rotation and the utilization of certain
soils; and with this type of crop fuller use
can also be made of farm machinery.

In recent years output per hectare has been
increased considerably by improved cultiva-
tion and harvesting methods; the current
yield is between 1900 and 2200 kg per
hectare.

The ratio established in France since 1961
between the price of these oilseeds and that
of crops that can replace them in the rota-
tion of crops may have encouraged the expar-
sion of oilseed growing, as can be seen
from the figures in Annexes BV/1 and 2.

TABLE 36

Expansion of colza and rape growing in Germany and France 1951-1965

Germany
Period | —-

(’()Aof)eﬁa ) Index (%ﬁ?&lrcet(iiotr; Index
1951/53 34 100 580 100
1954/56 13 38 250 43
1957/59 30 88 610 105
1960/62 39 115 860 148
1963/65 49 144 1 040 179

France
(000 hay | Tndex | froduction | 1y
113 100 1 610 100
65 58 920 57
115 102 1 630 101
72 64 1 170 73
124 110 2 390 148
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3. Sunflower cultivation has developed
favourably in France only in recent years,

since the producer raised (see

Annex BV/1).

price was

TABLE 37

Expansion of sunflower growing in France 1951-1965

Period (’o%f)eﬂa) Index &ﬂiﬁlrcctéotn) Index
1951/53 5 100 7 100
1954/56 5 100 5 71
1957/59 3 60 4 57
1960/62 9 180 15 214
1963/65 21 420 30 428

Prices

4. Producer prices for colza and rape have
followed divergent trends in the two major
oilseed-producing  countries  (see  Annex
BV/3).

In France, where the market organization
has been operating only since the 1955
harvest, prices have risen gradually to level
off at FF 79.8 per 100 kg, or 16.16 ua.
per 100 kg.

In Germany, on the other hand, prices wete
fixed for the first time in 1954 at DM 75
per 100 kg and were lowered in 1958 to
DM 66, which at the present exchange rate
cotresponds to 16.5 u.a. per 100 kg. It was
possible to reduce the producer price in
Germany mainly because output increased
from 1670 kg per ha in 1951-53 to 2090kg
per ha in the last three harvests.

Producer prices for sunflower seed remained
ar about FF 45 per 100 kg in France until
1960, since when they have risen rapidly
to the same level as colza, which now fetches
FF 79.8 per 100 kg (see Annex BV/4).

Consnmption

5. Oilseeds are consumed in the form of
oil, and the extent to which one vegetable
oil can be substituted for another is practi-
cally unlimited. The Community’s oil con-
sumption should therefore be examined in
the light of consumption of vegetable oils
and fats generally. If the unusually high
output of 200000 tons achieved in 1965

is taken as a basis, the Community’s produc-
tion of oil from rapeseed and sunflower
seed amounts to less than 9% of the average
consumption of oils and fats other than
olive oil. Olive-oil consumption, which is
constantly on the rise, has totalled about
2.3 million tons over the last few years.

6. The balance sheets for oils and fats
established by the Community for the years
between 1955/56 and 1962/63 show that
consumption of vegetable oils and fats other
than olive oil within the Community rose
from 1867000 tons to 2178000 tons —
an increase of 300 000 tons (Statistical Office
of the European Communities, Agricultural
Statistics 1965/2).

Abuot 30000 tons of this increase in con-
sumption was accounted for by oil extracted
from the colza, rape and sunflower seeds
grown in the EEC.

Consequently, the expansion of consumption
has in the main benefited exporters outside
the Community.

External trade

7. As with consumption, trade in these
seeds and oils must be seen in the broader
context of vegetable oils other than olive oil.

Total net imports by the member countries
of these commodities, in the form of oil
or of oleaginous seeds and fruits, rose from

49



1673 000 tons in 1955/56 to 1923 000 tons
in 1962/63 (oil equivalent), i.e. by 250 000
tons.

8. Net imports of colza, rape and sunflower
seeds and oils increased over the same petiod,
despite higher production of these seeds in
France and Germany, from 25000 tons in
1955/56 to 113000 tons in 1962/63 (oil
equivalent), i.e. by 90000 tons. In the last
three years, increased output in the Commu-
nity, particalarly of colza, has led to a
reduction in imports of colza seeds from
non-member countries, and in 1964 imports
of colza and rapeseed were lower than exports
for the first time (see Annex BV/S). France
was the major exporting country, having had
to export a considerable proportion of its
exceptionally good colza harvest and to
import groundnuts from certain franc-area
countries in accordance with earlier commit-
ments.

The Community continues to import neatly
90% of its requirements in sunflower seed
and oil.

Measures of market organization

9. As the EEC Council has not yet extended
the common agricultural policy to vegetable
oils and fats, the market regulations of the
Membet States still apply.

In Germany the producer ptice for colza
and rape is fixed, and sales of home produc-
tion are assuted by the compulsory use of
oil extracted from these seeds in the manu-
fafture of margarine, prepared fats and edible
oil.

A producer price is also fixed in France for
colza and rape up to a specified limit. This
ceiling, however, was reached only in 1964.
The price is guaranteed to producers by
controls on imports and exports of edible
oil carried out through a “Société interpro-
fessionnelle’”.

Period

1951/52 - 1953-54
1957/58 - 1959/60
1960/61
1961/62
1962/63
1963/64

French growers of sunflowers seeds benefit
from the same provisions as those of colza
and rapeseed.

Level of the common prices for 1967/68

Market organization proposed
by the Commission

10. The Commission’s proposal to the
Council aims at the establishment of norm
and intervention prices for colza, rape and
sunflower seed grown in the Community.
Since all seeds and oils can be imported at
the world market price — and oilseeds are
even duty free — the price of oilseeds grown
in the Community is also to be reduced to
the world market price, and purchasers will
be given a subsidy to make up the difference
between the norm price and the world
matrket price.

The proposal for a common price has been
worked out on the basis of the arrangements
proposed by the Commission; in the present
proposal the difference between the producer
price and the norm price was fixed as
1.6 wa. per 100 kg. As no criteria are
available yet for fixing the norm prices,
they were worked out on the basis of an
estimate (sce Table p. 39).

Price =ratio

11. There is very litt'e difference at the
moment between German and French colza
prices: the French price is only 3% below
the German. This results in an unequal ratio
between colza prices and cereal and sugarbeet
prices in these two member countries, the
ratio being more in favour of colza in France
than it is in Germay (sec Annexes BV/2
and 3).

The ratio between the colza price and the
price of wheat in the two countries has
been as follows since 1951/52:

TABLE 38
(Wheat — 1)
Germany France
1.70 —
1.68 1.81
1.54 1.99
1.53 2.00
1.53 1.94
1.52 1.89
1.52 2.02

1964/65
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The fixing of common prices will of necessity
lead to a change in these ratios, to the
disadvantage of colza in France and to the
disadvantage of wheat in Germany.

In France, which at the moment is the majot
producer of colza and the only producer of
sunflowers, both wheat and sugarbeet prices
will presumably go up, while in Germany
they will both fall. It should also be noted
that the ratios obtaining in France since 1961
and in Germany since 1959 between the
price of colza and the price of wheat and
sugarbeet resulted in a relatively vigorous
increase in cultivation of colza in France
and, despite everything, a slight rise in
Germany also.

The behaviour of French and German grow-
ers was doubtless influenced partly by factors
untelated to price, such as higher yields of
colza in both countries and certain limita-
tions of the price guarantees for the principal
crops, but in 1967/68 these factors will
no longer have the same significance. It
should therefore be expected that farmers
will be inclined, after the common prices
are introduced, to opt — as far as technical
considerations permit — for growing the
crops that will secure them the highest
increase or the least reduction in income per
hectare cultivated.

Level of the common norm
price for colza and rapeseed

12. If, then, the prices of colza for 1967/68
were fixed in such a way as to guarantee
growers substantially the same income as
they have at present — this would mean an
average fatio between colza and wheat of
about 1.75 to 1 — the result would be a
marked decline of colza production in France,
which would be offset only in part by a
certain expansion of production in Germany
and of the area under colza in the Benelux
countries. The price of colza could, of
course, be fixed at such a level that French
producers might look forward to a rise in
income per hectare comparable with the
rise they could achieve if they grew wheat;
this price would have to make due allowance
both for the financial burden of disposing
of surpluses of those crops, particularly wheat,
for which colza can be substituted (see Annex
BV/7), and for the disproportion between
the small quantity of oilseeds grown in the
Community and the large quantities con-

sumed. But the average ratio of colza prices
to wheat prices would then be some 1.90:1,
and this would lead to an increase of output
in Germany and the Benelux countries that
might make it more difficult to attain the
objectives of the Council Resolution  of
23 December 1963 and would give rise to
marketing difficulties within the Community
because outlets for colza-oil cake are limited.

To sum up, then, the various crops compet-
ing in respect of production will by and
large be able to maintain their present share
of production only if the price of colza is
fixed somewhere between the two extremes
ceferred to. The Commission’s proposal
cakes account of this requirement. It will
introduce a mean ratio of colza to wheat
prices of about 1.81 to 1. This corresponds
to a producer price of 17 u.a. per 100 kg
for colza, which gives a norm price of
18.6 u.a., as is shown in the following table:

TABLE 39
(u.a. per 100 kg)
e
1. Producer price 1967/68 17.0
2. Margin for conversion to
wholesale prices 0.
3. Intervention price 17.4
4. Margin between norm price
and intervention price 1.2
5. Norm price 18.6

-

Level of the common norm
price for sunflower seeds

13. It is proposed that the norm price and
intervention price for sunflower seeds be the
same as for colza and rape.

Price changes resulting
from the proposal for a common price

Producer price

14. A comparison of present producer ptices
in France and Germany with the prices
guaranteed for 1967/68 shows the following
ncreases:
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TABLE 40

Increase 1967
Present Commission
Countries producer proposal for
price 1967/68 w.a. per 100 kg 9,
Germany 16.68 17.0 0.32 1.9
France 16.16 17.0 0.84 5.1

Consumer prices

13. Because of the adjustment of direct
production subsidies decided upon by the

Council, the level of the common prices has
no effect on consumer prices, which are
aligned on wortld market prices.

VI. OLIVE OIL

The situation on the market

Production

1. Olive-oil production in the Community
is concentrated in Italy, particularly southern
Iraly, and France, though French output aver-
ages only 1200 tons per annum.

The peculiarities of the olive tree, which
produces its first crop only after several
years but sometimes keeps on bearing for
ovet a century, permit of no rapid change
in the existing olive-tree population. The
development of olive-oil production depends
only slightly in the short term, but more

so in the medium term, on the improved
methods of cultivation and on regeneration.

In the shost term, climate is the decisive
factor in the fluctuation of Italian harvests:
variations in their size and regularity cannot
be explained by changes in growing methods,
prices or area under cultivation. The increase
in production that is evident in the following
table is due to the three exceptionally good
hatvests since 1961, particularly the 1964
hatvest — which was followed by only
mediocte results in 1965.

As these fluctuations do not seem to represent
a longer-term trend, no production indices
were calculated for the period concerned.

TABLE 41

Olive-oil production in Italy 1951-65 (1)

Year Production Year
1951 2 020 1956
1952 3 980 1957
1953 2 240 1958
1954 3 920 1959
1955 3 190 1960

/100 tons)
’ Production , Year ' Production
2 030 1961 4 250
1 940 1962 4 380
3 940 1963 3 400
2 920 1964 5 850
3 180 1965 3 200

(*) Average production over the 15 years = 3360.
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TABLE 42

Area under olive trees in Italy 1948-63

(000 ha)
Cultivation 1 1948 \ 1951 ‘ 1957 ‘ 1963
Specialized cultivation 854 861 893 899
Mixed cultivation 1 436 1 449 1 340 1 391
Total 2 290 2 233 2 290

2 310 ’

Prices

2. In Italy producer prices are not fixed
by the Government but are formed freely,
though with considerable protection. They

have been going up steadily, as is shown
by the table below, which gives the prices
on the most important matket in Apulia, a
region which accounts for 27% of Italian
output.

TABLE 43

Average prices and indices for three-year preriods in the main

production

area in Apulia 1959-65

(w.a. per 100 kg)

Extra-Vergine Semifino Vergine 30 Lampante
Period

A;’)iirgege Index A;iirgege Index Al\;f_fgsc Index
1959-1961 87.6 100 81.9 100 71.5 100
1960-1962 88.6 101 82.9 101 74.0 103
1961-1963 95.9 108 89.5 109 82.0 115
1962-1964 105.2 120 92.6 113 84.2 118
1963-1965 116.4 133 96.7 118 85.3 119

3. In the other member countries prices Consumption

are formed freely on the basis of world
market prices, which in recent years have
been more than a thitrd below Italian prices.
However, consumet prices are very high in
these countries, since dealers’ margins at the
various stages of marketing are very high —
presumably because of low turnover (see
Annex BVI/1).

4. Ttaly is also the major consumer of olive
oil in the Community; only 5% of total
Community consumption is accounted for by
all the other membet countries (see Annex
BVI1/2).

According to the oils and fats balance sheet
drawn up by the Community, consumption
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went up from 279 000 tons in 1955/56 by
more than 200000 tons to 502000 tons
in 1962/63 (SOEC, Agricultural Statistics
1965/2).

This increase is due to the growth of popula-
tion and of consumption per head. The
same trend can be observed in other vegetable
and animal fats, pefrcentage consumption of
which went up even more sharply than that
of olive oil.

However, olive oil was only able to profit
from the general inctcase in consumption
because the Iitalian Government took steps
to regulate the market.

Consumption of olive oil is very low in the
other member countries — except in France,
where consumption is still quite appreciable,
without showing any marked tendency to
increase or decline.

External trade

5. Traly accounts for the major part of the
Community’s imports and exports of olive
oil.

Imports, which vary with the volume of
home production, rose sharply from 57 000
tons in 1959 to 128000 tons in 1963.
In. 1964 imports dropped temporarily to
the 1959 level because of the extremely
good harvest. Exports have fluctuated only
slightly btween 8 000 and 14 000 tons.

The aggregate imports of the other member
countries varied from 22 000 to 28 000 tons
between 1956 and 1964, there was a marked
decline in 1963 because of shortage of supply
on the world market and the consequent
rise in prices.

Measures to regulate the market

6. As the Council has not yet extended the
common agricaltural policy to cover vege-
able oils and fats, national market regulations
still apply in Italy, the only member country
whose market in olive oil is regulated.

The income of Italian olive-oil producers is
a: the moment not assured by a system of
guaranteed prices but by a series of measures
imposed at the frontier and on the home
market.

These consist in a standard-rate production
tax on all seed cils and an equalization levy
on imports of olive oil, seed oils and oilseeds.
This levy, the amount of which varies from
product to product, can be varied as required
and ensures that the price of imported olive
oil is aligned on the price aimed at for
home-produced olive oil and that the seed-
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oil price remains in a given relation to the
price of olive oil, thus ensuring that the
latter can be sold.

Tevel of common price for 1967/68

Market organization
proposed by the Commission

7. The Commission proposal now before
the Council provides for a norm price to
ensure a fair income for producers and a
guide price to facilitate sales of this product
with due regard ro the prices of competing
products (seed oils).

If the target price falls below the norm.
price, producers are given a subsidy to make
up the difference.

An intervention price is derived from the
target price to enable producers to sell their
products as nearly as possible at the target
price.

8. The proposal for a uniform olive-oil
price put forward in this document refers
only to the norm price, which is all that
concerns producers. The fixing of the target
price also depends on the prices of competing
products, the probable level of which in 1967
cannot yet be expressed in figures.

The assumptions on which the common price
is based were derived from the system
proposed by the Commission. The amount
by which the producer price is to be raised
so. as to attain the norm price was fixed at
8.5 u.a. per 100 kg. As the Council has
not vet decided on the basis of calculation
for the norm price, this is an estimated
figure.

Level of the common norm
price for clive oil

9. In the case of olive oil -— unlike
products that have to be replanted every
year — the norm price would cause a short-

ot medium-term change in the level of
production only if it were too low, because
producers would then be induced not to
gather the harvest in certain groves. Nor
does the norm price have any influence on
consumption: the target price has a much
more decisive influence here — and also,
as a result, on the volume of trade in olive
oil with non-member countries.

10. The norm price for Semifino Vergine 3°
should be not less than 111 u.a. per 100 kg.
The two main reasons for this are the
importance of olive oil for farm incomes in
certain regions of Italy, where it represents



over 209 of the total value of agticultural
output, and the need to maintain the put-
chasing power of the price paid for olive oil.
Other contributing factors are the upward
trend of olive-oil prices in Italy (a trend also
visible in Spain, the world’s leading producer
of the commodity) and the trend of farm
wages in southern Italy (wage costs account
for over 509% of the cost of producing
olive oil — see Annex BVI/4). The figure
is arrived at by projecting the current price
trend until 1967. The upward trend of
Semifino Vergine 3° is less pronounced than

with other qualities, but this quality was
chosen because it accounts for the major
part of the olive oil produced for direct
human consumption.

11. Over the last six years the upward
trend of the price of Semifino Vergine 3°
can be put at an annual 39 (see Table 3).
If this rate of increase is maintained, it will
mean a price of 102.5 uw.a. per 100 kg fot
1967/68 (1.06 times the price of 96.7 u.a.
noted between 1963 and 1965).

TABLE 44

Basis for fixing norm price for olive oil (Semifino Vergine 3°)

(u.a. per too kg)

Producer price according to trend

Margin producer price/wholesale price

Other margins provided for in proposal (Article 5)

1.5
} 8.5
7.0
Norm price 111.0

|
|

Price change resulting
from assumed common price

Producer price

12. Comparison of the ptice obtained by
olive-oil producers between 1963 and 1965
(96.7 u.a. per 100 kg) and the price guaran-
teed for 1967/68 (1025 u.a) shows an
increase of 5.8 w.a. per 100 kg, or 6%.
It should, however, be noted that the average
producer price of Sefifino Vergine 3° in

Bari during the first eleven months of 1965
was 102.7 u.a. per 100 kg.

Consumer price

13. The level of the common norm price
does not have an impact on consumer prices,
which are affected much mote by the target
price, which in turn is fixed by the Council
in the light of the price of competing
products.
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Commission proposal for a Council resolution on common prices for milk
and milk products, beef and veal, rice, sugar, oils and fats, and olive oil

The Council of the European FEconomic
Community,

Having regard to the proposal of the Com-
mission;

Whereas the Council, in its decision of
15 December 1964, fixed the common level
of ceteal prices for the cereal year beginning
1 July 1967;

Whereas common prices must be instituted
for each of the other major agricultural
products for the year beginning after
1 July 1967;

Whercas the common agricultural policy is
intended to ensure a fair standard of living
for the agricultural population, to guarantee
regular supplies and to ensure reasonable
prices for consumers; whereas, in line with
the commercial policy of the Community, a
price policy that might hinder the harmoni-
ous development of world trade should be
avoided; and whereas, in consequence, the
Community prices for these products in the
year beginning after 1 July 1967 must be
fixed with due regard to the importance
of each of the above-mentioned policy aims
and to the need to maintain a balance
between the prices of these products,

Agrees upon the following principles:

I. From 1 July 1967 a system of common
prices shall be applicable for milk, milk
products, beef and veal, rice, sugar and oil-
seeds, taking effect for each product at the
beginning of the marketing year for that
product.

II. The prices of these products for that
marketing year shall be as follows:

Milk and milk products

The Community target price for milk shall
be 9.5 units of account par 100 kg for milk,
ex farm, with a 3.7% fat content.

The threshold prices for the several milk
products shall be as follows:

Prouct w.a. per 100 kg
Group No. 1 21.50
Group No. 2 100.75
Group No. 3 51.25
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Group No. 4 45.50
Group No. 5 61.00
Group No. 6 131.00
Group No. 7 186.25
Group No. 8 146.00
Group No. 9 120.75
Group No. 10 114.00
Group No. 11 118.00
Group No. 13 40.25
Group No. 14 191.25
Cheddar 131.25
Tilsit 120.75

The Community intervention price for first-
quality fresh butter shall be 176.25 units
of account per 100 kg.

Beef and veal

The Community guide price for grown cattle
shall be 66.25 units of account per 100 kg
live weight.

The Community guide price for calves shall
be 89.50 units of account per 100 kg live
weight.

These prices correspond to prices for medium
grades, obtained by multiplying the prices
of the various grades of cattle and calves
produced in the Community by the weight-
ing coefficients given in Annex III to Regula-
tion No. 14/64/CEE and by coefficients
which express the size of the cattle popula-
tion in each Member State.

For grown cattle this guide price is equivalent
to a price of 69 units of account per 100 kg
live weight, and corresponds to prices for
first-quality beef obtained by multiplying the
price’ of the grades shown below by coeffi-
cients which express the size of the cattle
population in each Membes State.

The grades selected for this pupose are as
follows:

Belgium: Beeufs et génisses 559%

France: Beoeufs (1st qual. and wvaches (lst
qual.)

Germany: Bullen A and Farsen A



Italy: Buoi (Ist qual.) and vacche (1st qual.)

Luxembourg: Génisses, beeufs, taureaux AA
and vaches AA

Netherlands: Slachtrunderen (1Ist qual.)

Rice

The basic Community guide price for husked
rice shall be 18.12 units of accunt per
100 kg.

This shall be the price at the wholesale
purchasing stage for goods delivered to store,
but not unloaded, in Duisburg, the market-
ing centre in the area with the biggest
deficit in the Community.

The Community threshold price for husked
rice shall be 17.78 units of account per
100 kg.

This ptice shall apply to husked rice of
standard quality, as laid down in Article 17
of Regulation No. 16/64/CEE.

The intetvention prices for paddy shall be
12.30 units of account per 100 kg for Atrles
and 12 units of account per 100 kg for
Vercelli.

These intervention prices shall apply at the
wholesale purchasing stage for goods delivet-
ed to store but not unloaded.

These prices shall apply to standard-quality
paddy as laid down in Article 18 of Regula-
tion No. 16/64/CEE.

The intervention prices for the other major

marketing centres in the producing areas
shall be fixed at a later date.

Sugar

The Community target price for white sugar
shall be 21.94 units of account per 100 kg.

The Community intervention price for white
sugar shall be 20.84 units of account per
100 kg.

These sugar prices shall apply to standard
qualitics, ex factory, in bulk, found on trans-
port of customer’s choice.

The Community minimum ptice fot sugar-
beet shall be 16.50 units of account per
metric ton.

The sugarbect price shall apply to beet with
a sugar content of 16%, delivered to collec-
tion centre.

Olive oil and other oleaginous fruits

The Community norm price for olive oil
shall be 111 units of account per 100 kg.

This price shall apply to Semifino Ver-
gine 3°.

The Community norm prices for colza, rape
and sunflower sceds shall be 18.60 units
of account per 100 kg

The Community intervention prices for colza,
rape and sunflower seeds shall be 17.40 units
of account per 100 kg.

These prices shall apply to seed, in bulk,
in sound condition and of commercial
quality:

a) with 2% impurity and, in the seed as
such, 43% oil and 9% humidity for colza
and rape sceds;

b) with 2% impurity and, in the seed as
such, 419 oil and 99% humidity for sun-
flower seeds.

III. The prices given under Section II shall
apply net of tax.

The Council of the European Economic Com-
munity accordingly invites the Commission
to submit proposals for the implementation
of these principles in good time.

Commission proposal for a Council resolution on certain special measures
for milk and milk products

The Council of the European Economic
Community,

Haying regard to the ptoposal of the €om-
mission;

Whereas common prices for milk and milk
products are to be introduced for the milk
year beginning after 1 July 1967,

Whereas these common prices tequite the
support measures for milk and milk products
to be aligned by elimination of the aids
linked with particular milk products and
the subsidies paid on milk sold by producets
and by the establishment of a system of inter-
vention at Community level for skim milk
for animal feed (in view of the competition
from other products used in animal feed)
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and for milk to be processed into products
the duty on which has been bound under
GATT;

W bhereas the elimination of existing aids will
bring about an appreciable increase in the
price of certain cheeses in Germany and of
butter in the Netherlands; whereas this price
increase threatens to entail a substantial
decline in consumption, and the States con-
cerned should consequently be enabled to
grant degressive national aids involving the
temporary Introduction of compensatory
amounts for exports and subsidies for imports
of these products;

Agrees upon the following principles:

I. The granting of state aids linked with
particular milk producis and of the subsidies
paid on milk sold by producers is incompa-
tible with the application of the common
price.

II. The intervention system shall include
the following measures in addition to intet-
vention for first-quality fresh butter:

a) Intervention in support of skim milk
and skim milk powder for animal feed; this
shall offset the difference between the amount
that must be imputed to skim milk in order
to attain the common target price (given the
price of butter) and the net return on skim
milk for animal feed.

b) Intetvention in support of Emmental
and Cheddar cheese to offset the difference
between the threshold price resulting from
the application of a uniform level of costs
and yields in calculating the common target
price and the threshold price fixed with due

regard to the binding of these products
under GATT. :

c) Intervention in support of skim milk
processed into casein to offset the difference
between the value of the skim milk resulting
from the common target price and the net
retutn on skim milk processed into casein.

III. Germany and the Netherlands shall be
authorized — Germany for Group No.
products and Tilsit cheese and the Nether-
lands for butter — to grant consumer sub-
sidies for quantities sold on their tetritories
on the conditions stipu.ated below:

The incidence of the zids on the price of
these products may not exceed the difference
between the common threshold price of the
product and the threshold price valid until
31 March 1968. The aids shall be degressive
and shall be abolished on 1 January 1970.

The Member States raking use of this
authorization shall:

a) Levy a compensatory amount on exports
to another Member State or shall reduce by
this amount the refund granted on exports
to non-member countries of the milk products
in question;

b) Grant a subsidy equal to the compen-
satory amount when importing these pro-
ducts.

The compensatory amount shall equal the
incidence of national aids on the price of
the product.

The Council of the Enwropean Economic Com-
munity accordingly invites the Commission
to submit proposals for the implementation
of these principles in good time.

Commission proposal for a Council resolution on certain special measures for sugar

The Council of the Euwropean Economic
Community,

Having regard to the proposal of the Com-
mission;

Whereas sugar production in the Community
has in recent years repeatedly run ahead of
sugar consumption; and whereas production
may well outstrip demand in the Community
even more in the future;

Whereas, given the surpluses on the world
market, the export of large surpluses from
the Community would be contrary to the
common interest in the harmonious develop-
ment of world trade; whereas it would also
put a very heavy burden on the EAGGEF;
and whereas special measures must be intro-
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duced in otder to bring production into line
with demand, though these should be put
into effect only if there is an actual imbalance
between production and consumption;

W hereas, to this end, provision should be
made for a basic production quota cortes-
ponding approximately to present sugar
production, for which a complete price and
sales guarantee will initially be granted;
whereas, in order to prevent overproduction,
the price and sales guarantee should not
apply to such quantities as exceed a specified
ceiling; and whereas regional specialization
of production can in these circumstances be
ensured through a production levy imposed
at first only on manufacturers who produce
quantities in-excess of their basic quota but
below their ceiling and later extended so



that all Community producets pay part of
the levy;

W bereas sugarbeet production and sugar
production in Italy are in an unfavourable
situation resulting from the Mediterranean
climate and — in the case of sugarbeet —
the leeway to be made good in applying
rational methods of production; and whereas
provision should thetefore be made for the
granting of subsidies;

Whereas the rules governing the EAGGF,
which must be brought in if prices are to
be guaranteed, do not yet cover the French
overseas departments; and whereas, in view
of the importance of sugar production to
the economies of these territories, the scope
of the provisions governing the EAGGF
Guarantee Section should be extended to
include these departments,

Agrees upon the following principles:

1. 1. The provisions for limiting the price
and sales guarantee shall not be applied
unless:

) From the 1968/69 sugar year on, produc-
tion in 1967/68 was more than 115% of
consumption;

b) From the 1969/70 sugar vear on, the
average production in 1967/68 and 1968/69
was more than 1109% of consumption;

¢) From any subsequent sugar vyear till
1977/78, the average production of the three
preceding sugar years was thore than 110%
of consumption.

2. There shall be a basic quota for every
sugar manufacturer in the Community
(including the French overseas departments).
This shall correspond to the manufacturer’s
average output of sugar in the years 1961/62
to 1965/66. For this basic quota the com-
mon price and sales guarantee shall apply
without limitation up to and including
1972/73 and, with the proviso specified in
Section 5, until 1977/78.

3. Starting from the basic quota, there shall
be a ceiling up to which sales are free and
intervention is compulsory. This ceiling shall
until 1970/71 be 135% of the basic quota
for each manufacturer. It may be adapted
each year to the actual trend of production
and consumption. For each subsequent sugar
year up to 1977/78 it shall be fixed so
as to include as big a proportion of total
output as possible.

Sugar produced beyond this ceiling may not
be sold on the home market; manufacturers
shall bear the full financial responsibility.

4. It shall be established annually for the
Community whether and by how much total
sugar output within the ceiling exceeds
105% of consumption. Where this figure
is cxceeded, the loss incurred in exporting
the excess quantity shall be calculated, and
the total loss shall be imputed to the excess
production of all manufacturers who have
exceeded their basic quota, quantities pto-
duced in excess of the ceiling being ignored.

The amount lost per 100 kg of sugar shall
be paid by each manufactuter in respect of
his output above the basic quota but below
the ceiling. However, this amount may not
exceed a maximum to be fixed annually.

S. In 1973/74 one fifth of the total loss
referred to in the first paragraph of Section 4
shall be spread over total Community produc-
tion, the quantities given in the second
paragraph of Section 3 being ignored. This
amount is to be paid by manufacturers, the
remainder of the loss being met under the
arrangements set out in Section 4. In each
subsequent vyear, the share of total losses
spread over total production shall be increased
by a further fifth.

6. By 1 October 1977 the Council shall
decide, on a proposal by the Commission,
what measures should be taken from 1978/79
on.

1I. In the case of Italy there are good
grounds for granting:

2)  An adjustment grant for sugarbeet grow-
ers in areas put at a disadvantage by the
Mediterranean climate and by the leeway to
be made good in applying rational methods
of production;

b) An adjustment grant for sugar manufac-
turers in view of the shortness of the season
— a consequence of the climate.

I Ardcle 40(4) of the Treaty, and the
provisions made to implement it, shall be
applied in the case of sugar to the French
overseas departments as far as the Guarantee
Section of the EAGGF is concerned.

The Councit of the European Economic Com-
munity accordingly invites the Commission
to submit proposals for the implementation
of these principles in good time.
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