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INTRODUCTION

For marketing purposes, almost all the European Community's agricultural
production comes under vhat are known as "common organizations". Since
the Community's arrangements for sheepmeat entered into force in October
1980, the only important products still not accounted for are potatoes
and alcohol, and some years have already been spent on discussion of these

two sectors.

Applied on a uniform basis throughout the Community for each product, the
management rules have special features varying according the the characte-
ristics of the various productss There are four main types of common or-

ganization, covering altogether more than 95 % of agricultural production.

~ More than 70 % of the products are covered by arrangements providing gua-
tantees, in one form or another, as regarde disposal and prices. For the
main cereals, sugar, milk products, beef/veal, and, since 1980, sheepmeat,
an intervention system is operated : whenever market prices fail to match
a given price, intervention agencies must buy in, at that price, all quan-
tities offered by storerss The agencies sell them again when the market
recovers or try to find another outlet, for example, by exporte For other
products - pigmeat, certain fruits and vegetables, table wines ~ market
support is based, in practice, on more flexible measures, like storage

aid, withdrawals by producers' groups, and distillation aids.

~ About 25 % of production - other fruits and vegetables, flowers, wine
other than table wine, eggs and poultry - is covered by arrangements ba-
sed essentially on external protection. The arrangements are confined,
in these cases, to protection of Community production from fluctuations
on the world market by instruments such as customs duties, or levies,
vhich are, as it were, variable dutiese Some duties and levies are char-

ged only during certain periods of the yeare.

- Supplementary aids are granted to a number of products : durum wheat,
olive oil, certain oilseeds, and tobacco. These aids, confined to pro-
ducts of which the Community consumes more than it produces, enable con-
sumer prices to be kept relatively low while ensuring a minimum income
to producerss They may be combined with certain forms of price or

dipposal guaranteess



- Flat-rate aids paid by the hectare or by quantlty produced are paid for
only a few products the volume of production of which is not large :
cottonseed, flax, hemp, hops, silkworms, seeds, and dried foddere.

But however diversified the mechanisms of the common organizations for the
various products, the objectives, the fundamental principles and management

are all bagsed on a single approach.

The objectives are :

— improved productivity,

~ equitable incomes for farmers, mainly achieved through the sale of their

productions,

market stability and reliable supplies for the markets,

reasonable consumer pricese.

The following principles are those underlying the common organizations :

- a_single market is set up, i.e. products may be moved unhindered within

the Communitye Customs duties, equivalent charges or subsidies distor-
ting competition are not alloweds This also entails the introduction of
common prices, the harmonization of administrative, health protection

and veterinary regulations, common quality standards, and stable curren-—

cy parities;

- the Community preference is an essential corollary of single markets. It

means that the Member States give preference to Community production
and protect themselves together, at the common external frontier, against

sharp price fluctuations on the world markets and low=-price imports;

-~ common financial responsibility is the practical exprecsion of solidarity

between the various regions of the Community and enables the common orga-—
nizations to be operated as suche The key instrument for this is the

European Agricultural Guidance and Guarantee Fund (EAGGF).

For certain agricultural products of which surpluses build up easily -~



mainly milk products amd sugar - the principle of the financial "co-respon-

sibility" of producers hag been introduced in various formse

As the market organizations have been gradually introduced, the prices
fixed for the agricultural products have become common prices. Each year,
on the basis of proposals from the Commission, the Council of Ministers

fixes common prices for the following seasone The type of price is, of

course, not the same for each product and also depends on the kind of gua-

rantee it is desired to ensurec.

Some prices are fixed with the main objective of controlling the Community's
internal market (target prices, guide prices, intervention prices, etc.)
while others have the main aim of ensuring Community protection and prefe-

rence vis-i-vis external markets (threshold prices, sluicegate prices, otce)s

In the absence of a single European currency, the prices are denominated

in ECUs, the common unit of account, which, if it is to be used properly,
presupposes stable parities between the Member States' currenciese Because
no such stability has been achieved in practice, price levels are in fact

not the same in the various Member Statese.

Following the currency difficulties which have occurred since 1969, the

authorities have had to introduce "monetary compensatory amounts" (MCAs)

to offset, between the various llember States, the impact on the common
prices of variations in currency exchange ratese By means of this device,
the principle and system of common prices, and with them the principle of
the single market, can be kept intact, so that as and when the relationships
hetween the currencies become more stable it will be possible to revert
automatically to a more fully integrated markete The European Monetary
System (EMS), set up in 1979, has enabled the MCAs then existing to be re=-
duced quite sharplye.
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Under the agricultural policy, a single system for trade across the common

external frontiers has been introducede. This system has replaced all the
schemes operated by the Member States, including quantitative restrictions.

Its aims are :

-~ to protect Community agricultural prices against imports at lower prices,

and

~ to enable Community operators to participate in world trade, but of cour-

se international obligations are at the same time complied with.

The main instruments used for the implementation of the external trade ar-
rangement are only three in number : import levies and/or customs duties,

and export refunds.

The levies, related to the prices to be maintzined within the Community,
are designed to neutralize price fluctuations on the world market, and
thus to stabilize the EEC marketse The levy is a variable charge and its
role cannot be compared with that of the customs dutye. If products from
non-member countries are offered for import at the common frontier at pri-

ces falling short of those fixed by the Community, a levy bridges the gape

If world supply prices exceed the threshold prices, the Community also has
power to charge levies on its own exports in order to prevent European
agricultural products being drained out on to the world markets and in

order to ensure reasonable prices for Community consumerse

The export refunds are theoretically "refunds" of the import leviess They

are designed to bridge the tap between the internal Community prices and
world market prices, so that Community agricultural products can in fact

be sold on world marketse



The Commission manages the unified agricultural markets under the basic
regulations and the implementing regulations adopted by the Council of
Ministerse Management decisions taken by the Commission are referred be-

forehand to management committeese These committees, made up of represen-

tatives of the Member States, but chaired by a Commission official, have
been set up for the various groups of agricultural products covered by

common arrangementse

Advisory committees, bringing together representatives from the various

interests concerned (producers, processors, dealers, paid workers, consu-

mers), also acsist the Commission in the management of the agricultural

marketse



I. THE COMMON ORGANIZATION OF THE MARKETS IN CEREALS

A+ General picture of the cereals sector

As a basic product, cereals have a key position in the common organization

of the agricultural markets as a whole.

This fact affects the prices of cereals, which tends to guide or influence

the overall level of agricultural prices.

During the 1980/81 marketing year, about 124 million tonnes of cereals (not
including rice) were harvested in the Community; this is about 12 to 13 %

of world production (1137 million tonnes) and is also an absolute recorde

70 million tonnes of cereals were grown in 1960, but by 1968 output had ri-
sen to 80 million tonnese

The main reason for this increase is an improvement in yields per hectare.

In 1980, the total area under cereals was nearly 27 million hectares, or
about 29 % of utilized agricultural area (UAA)s Over the last three years,
there has been little change in this figure.

Of the 124 million tonnes of Community cereals, 54 million tonnes are wheat,
about 80 to 85 % of which can be considered as of breadmaking qualitye

About 70 million tonnes of other cereals are growne For purposes of compa-
rison; we may note that the world harvest of feed grains is about 770 million
tonnese The Community grows 41 million tonnesc of barley, 17 million tomnnes

of maize, 3 million tonnes of rye and 7.5 million tonnes of oats.

A large proportion of the cereals grown is fed directly to livestock on the

same farme

The EEC's degree of self-sufficiency in cereals exceeded 100 % for the first
time in 1980/81.

Exports, at 21 million tonnes, exceeded imports, totalling 14 million tonnes.

The main reason why the Community imports and exports large quantities



of cereals although it is fully self-sufficient, is that more wheat is
grown than is needede In addition, it does still need some extra quanti-
ties of quality wheat, but, in particular, is heavily dependent on imports
of feed grains, including an average annual quantity of 12 million tonnes

of maize ("corn")

Nor should it be forgotten that the Community also imports about 25 million
tonnes of protein- amd starch-rich animal feed, mainly soya, manioc and corn
gluten feed, (a maize product), which replace both home-grown wheat and

feed grainge.

If imports of these products were not counted, the EEC would have imported

in 1980/81 much larger quantities of cereals than it exported.

Bs Cereals : the machinery of the common organization

Because of its importance, the common organization of the markets in cere-
als wags one of the first to be set up, as early as in 1962. It has since

been adapted and amplified, the latest main changes having been made in

1975,

The common organization covers products processed from cereals as welle.

It is based on the principle of freedom of movement on the internal market,
which had previously been guided only through the price systems However,
the steady increase in expenditure for the disposal of cereals, resulting
from a higher rate of self-sufficiency, has led the authorities to contem-
plate curtailing the present price and disposal guarantees, which have so

far been virtually unlimited.

1e Prices

a) The main factor in the price system is the single intervention price

for common wheat, barley and maizee From 1982/83 onwards, in accordance
with decisions taken by the Community's Council of Ministers on agri-
cultural prices, the intervention price for rye will also be at this

level.

The intervention agencies must buy in at the intervention price all ce-
reals offered to them throughout the marketing year provided they meet

minimum quality criteria.
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b) The sccond factor in the price system is the reference price applicable
to whoat of breedmaking qualitye Since 1981/82, this reference price
has been fixed for an average quality. Previously it had been fixed, by

derogation, solely for a minimum qualitye.

The price is above the intervention price for feed grains (feed wheat,
barley, maize)e The 2im is to prevent feed wheat, which, because of its
high yields, enjoys an advantage over wheat of breadmaking quality, from

obtaining the same price as the latter.

The reference price for wheat of breadmaking quality is not an absolute
guarantee but a factor in the consruction of the target price, which is
designed to provide a sufficient margin for wheat of good quality of Com-
munity origine This ensures that this wheat obtains on the internal
market, from the various users, adequate quality-related remuneratione
The Commission may intervene whenever market prices for wheat of bread-

making quality fall appreciably below the reference pricee.

¢c) The price system taken as a whole - the above two factors being the main

part -~ constitute what is known as the "silo'" (1).

The principle underlying concept of the silo that it is considered that
in the main surplus area (Orléans-Ormes, in France) market prices may

exceed the intervention price by 2 % for barley, 6 % for wheat, 10 %

for maize, lees the wheat and maize market prices correspond to their
value as feed, as related to the market price for barley and, for wheat,

are 4 % higher, and 8 % higher for maizee
d) Other important factors in the price system :

~ the target price : this price gives, for the various types of cereals,

the level of price regarded as appropriate for the Community's deficit
area (Duisburg, Germany)e It is fixed so as to ensure harmonious dispo-~
gal of Community cereals production and thus to contribute to the achie-

vement, through the market, of an appropriate income for growerse.

—~ the threshold price : this price is derived from the target price and is

applicable at the external frontier of the EEC on importse It is fixed
so that cereals imported from non-member countries cannot be offered on

the Community's internal market at a price below the target price.

(1) See the diagram showing the "silo" on the following page
ng



It is a Community preference device ensuring priority for the disposal

of home grown cerealse

~ For the intervention, target and threshold prices of all the cercals and
for the reference price of wheat of breadmaking quality, monthly increa-
ses are fixed : the carry-over increasese These are designed to prevent
pressure on the market during the early months after the harvest and to

ensure a smooth flow of supplies for as long as possible throughout the

years

12
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a)

2¢ Intervention in the markets

As already mentioned, the intervention agencies in the Member States
must, throughout the marketing year, buy in at the intervention price
all cereals offered to them meeting minimum quality standardse This is

the compulsory intervention scheme, also known as "A intervention'.

Other measures can be taken to forestall any unduly sharp drop in prices
or large-scale buying-in by the agencies. These are called "B interven-

tion" measuress

These measures, taken at the initiative of the Commission or at the re-
quest of the Member State to support the market, comprise, in addition
to direct buying in early in the season, optional and specific measures

such as a storage premiume

Such premiums can be used to delay marketing and thus throttle back for

a time supplies, a market support device.

To support the market in wheat of breadmaking quality, the Commission

has a number of posgsitilitiese Depending on the market situation, it
can, after consulting the Management Committee for Cereals, implement

one or more specific intervention measurese

Normally, payment of the reference price for breadmaking wheat of avera-
ge quality is not to be ensured by compulsory intervention measures but

by optional measures such as, for example, the payment of a storage pre-—

mium or buyinmein limited in time and by volume and by region, carried

out by the intervention agencies.s These measures can also be applied to
other qualities of breadmaking wheat than the average quality. Thus,
until the 1981/82 marketing year, unlimited buying-in of breadmaking
wheat of minimum quality was allowed at the beginning of the years

At the end of the year, end-of-season carryover payments for wheat, rye
and maize stocks from the Community harvest can be madee The purpose of
this is to prevent interruption of supplies to processors and to ensure
that cereals which will still be needed in the last two months of the
0ld year and until the beginning of the new year being sent to interven-

tion by holders at the end of the carryover period, i.ee. in May.



3. Trade with non-member countries

a) To ensure that the threshold price is complied with, a levy is charged

b)

on imports of cereals from non-member countriese.

The levy matches the difference between world market prices expressed as
prices cif Rotterdam and the threshold prices. It is fixed every day by
the Commission for the various cereals. For processed products coming
under the organization of the market in the cereal sector, the levy is
normally fixed only once a monthe The levy on processed products inclu-
des a variable component reflecting the world market price situation for
the basic product concerned (incidence of raw materials) and a fixed
component which is designed to protect the Community's processing indus-

try.

As the Community now has cereals surpluses as a result of production in-
creases, the stagnation of consumption and an increase in imports of sub-
stitutes, it depends more and more - apart from the internal intervention

measures described above — on an active export policy to clear its marketse.



Exports of cereals by the Community are made possible through the devioe
known as "refunis". These payments eliminate the difference between in-
ternal market prices and world market prices, which are generally lower.

Mechanism of levies and refunds om wheat

Target price

Unloading and transport costs

Treshold price

(variable)

Import price (cif)
(variable)

L Intervention price
evy =

IMPORT

AND EXPORT

Market price

delivered EEC port
of export

Refund
(variable)

World price
(variable)

c) Imports and exports must be licensed. Licenses are granted, however,
without limitatione. They can be granted with or without advance fixing
of the levies or refurdse By the advance fixing device, the importer or ex—
porter can ensure application during a certain period of the levy or re-~

furd in force on the day the license was issued.

The period of validity of advance fixing can be reduced or eliminated
altogether should there be "turbulence" on the market.

4. Other provisions

In addition to the essential instruments described above, the common organi-

zation also includes a series of secondary provisions which have local or

regional importance (e.ge aid to durum wheat, cubsidy for rye of breadmaking
quality) or sectoral importance (esge refund for the production of starch)e
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IT. THE COMMON ORGANIZATION OF THE MARKETS IN RICE

Ae General picture of the rice sector

In terms of volume, rice—growing in the Community is a minor activity in the
agricultural sectore In 1980, the areas devoted to rice as a proportion of
the total utilized agricultural area (UAA) were only about 0.2 %. In some
regions, however, rice-~growing is very important. For example, in the pro-
vince of Vercelli, in Italy, about 70 % nf the UAA is under rice.

Where the salt content of the soil is high as in the RhOne delta or in the
Serrai basin (eastern Macedonia) this crop may in fact be the only one that

can be growne

In the Community more than a million tonnes of paddy rice were harvested in
1980/81. This is only just a quarter of 1 % of world production of 395 mil=
lion tonness Italy leads by far the other countries in rice production not
only in the Community but also in Europe as a wholes In 1980, the harvest
there was 970,000 tonnes. By contrast, in Greece and especially in France,
rice is grown on marginal land which cannot be used for anything else be-

cause of the high salt content.

Whilst Community production is a tiny proportion of world production, yields
per hectare (more than 5 tonnes) are among the highest in the worlde The
reasonsg for this are a steady improvement in methods of cultivation and a
developed use of methods of production in increasing yields (mineral ferti-

lizers, new varieties, weed killers and insecticides)e

All in all, the Community produces less than it consumes. Every year, more
than 400,000 tonnes (not including inwerd processing traffic) is imported
from non-member countries. None the less, Italy has surpluses which for
various reasons (consumer habits, quality, etc.) cannot be marketed in the

Communitye

Italy's average exports (to both member and non-member countries), represen-~
ting more than 400,000 tonnes, or about 3 % of world trade, substantially
exceed Italy's share in world prodution. Italian rice exports vary - depen=—

ding on the harvest— in a range from 50 to 60 % of Italian productione



Be Rice : the machinery of the common organization

The rice market organization can be considered as the junior partner of the
coreals market organization. Here again, there is a price scheme plus tra-

de arrangementse

a) Price and intervention arrangements

The price system hinges around the intervention price, which is fixed an-
nually bu the Council of Ministers for paddy ricee. Since the 1980/81

marketing year, the intervention price has been fixed at a uniform level

for round-grained and long-grainded ricee. Previously, higher prices were
fixed for the various long-grained varieties, to stimulate production of
theme The differentiation of prices was discontinued when growing of
round=-grained rice declined so sharply that even in Italy, a producing

country, imports had to be brought in from non-member countries.

As for wheat, barley and maize, a target price is fixed, for the first

stage of processing (husked rice)s For wheat the target price is calcula~

ted from Orléans-Ormes (place of intervention), in the Department of
Loiret (France), but the target price for husked rice is calculated from
Vercelli (Nothern Italy), the place of intervention for this producte
This system of calculation should allow of movement from the main sur-
plus area to the main deficit area. For this reason, transport costs,
processing costs of husked rice and a market component, corresponding to
about 11 % of the intervention price, are included. The market component
enables account to be taken of changes in market prices above the inter-

vention price.

The third part of the price arrangements is the threshold price, which,

as for the other cereals, is derived from the target price in such a way
as to ensure that the product imported at Rotterdam cannot be offered on
the Community's internal market at a price below the target price. For

this purpose, transshipment and transport costs and a trading margin are

deducte from the target price.

A threshold price is fixed both for husked rice and for milled rice.

They are valid for all the points of frontier passage of the Community.
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On the internal market, the prices are underpinned by :

— compulsory intervention : throughout the marketing year (September

to August) the intervention agencies must buy in at the intervention
price all the rice offered to theme As this obligation concerns paddy,

intervention occurs, in practice, only in the Community's producer States;

- optional intervention (e.g. storage) and

-~ an end-of-season carryover payment.

Optional intervention and the carryover payments have not so far had to
be used for market support, but compulsory intervention has been used,

for the last time during the 1972/73 marketing year.

Trade with non-member countries

The two main components of the trade arrangements are the import levy

and the export refund.

1s For imports, a distinction is made beitween round-grained rice and

long—-grained rice, for the quotations on the world market differ as
between the two varieties. For the rice processing stages for which
the threshold price has been fixed, the levy is the difference between
the threshold price and the corresponding cif pricee As for the other
cereals, the cif price is calculated for Rotterdame For the other
categories of rice (paddy, semi-milled), the levy is derived from the
price of the corrcsponding producte Jor processed products made from
rice (flour, meal, flakes, etc.), the levy includes a variable compo-
nent reflecting the situation with regard to the world market price
for the corresponding basic product (incidence of raw material) and

a fixed component which is designed to ensure protection of the Com-

munity's processing industry.
y p ' Yy

2¢ As for imports, exports are guided by price arrangements. The machi-

nery used by the Community for this purpose is the export refund,

which can be used at discretion to bridge the price difference between

the internal market and the world markete

In the rice sector, this instrument has proved the most effective de-

vice for the support of the market.
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c)

3. As for cereals, licences must be obtained for external trade, and the

levies or refunds can be fixed in advance.

Nearly all the rice grown in the world is consumed in Third World coun-
triess For this reason, an appreciable proportion of Community surplu-

ses is sent out under food aid arrangements.

For rice imports from ACP States (mainly Surinam) and Egypt, the Com-

munity has also set up a preferential scheme in the form of a reduced

levy designed to facilitate access for these countries to the Community

markete
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III. THE COMMON ORGANIZATION OF THE MARKETS IN SUGAR

A+ General picture of the sugarbeet and sugar sector

The production of sugarbeet represents 2.6 % of agricultural production and
covers 1.8 million hectares, or 2 % of the cultivated land of the Community.
The area under beet has increased by nearly 3 % a year since 1973 and the
yield in sugar per hectare of beet has also increased, by about 2 % per

yeare

The increase in beet planting, combined with a higher sugar yield, has
meant a sharp increase in Community sugar production, which has reached on
average about 12 million tonnes in recent years, of which 10.9 million are

produced under Community price and marketing guarantees.

Consumption has been marking time at about 9.5 million tonnes and the self-
sufficiency rate has in recent years been running at somewhere between 125

an 130 % The market can therefore not be balanced without exports.

Sugar produced in excess of needs amounts, given a normal harvest, to about
2.9 million tonnese. But the Community has entered into undertakings under
the Lomé Convention whereby it has agreed, since 28 February 1975, to import
from certain ACP countries (Africa, the Caribbean, and the Pacific) about
1.3 million tonnes of sugar (white sugar value) by twelve months delivery

period, this sugar being largely refined in the United Kingdom.

Including these imports of preferential sugar from the ACP countries (1.3
million tonmes), the Community in a normal year has 4.2 million tonnes of

sugar to export on the world market.

Thus, the EEC is a major exporter on the world sugar market, on which there
are wide fluctuations in available quantities and in prices, with consequent
impact on its production of non—quota sugar and the subsequent export of

this sugar.
About 100 sugar refineries operating about 200 factories work in this sector.

The production of isoglucose is about 185.000 tonnes (dry matter)e. Isoglu-—
cose is a direct industrial substitute obtained solely from maize; since the

1979/80 marketing year, (1) it has also been subject to Community arrange-—
ments with production quotase

(1) In fact, common measures were instituted for isoglucose on 1 July 1977
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B. Sugar : the machinery of the common organization

Established on 1 July 1968, the common organization of the markets in sugar
has special features distinguishing it from those for the markets of other
agricultural products in that there is a scheme with differentiated price
and disposal guarantees with production quotas by firme The guarantees

are offset by a co-responsibility arrangement for beet growers and sugar
manufacturers in respect of budget costs arising from the disposal of sugar

surpluses.

These arrangements, adopted in 1967 by the Community, have a historical
justification in the fact that most of the Member States which are producers
were operating before that time national schemes for price arrangements and

production quantity restrictions.

This production system, originally planned for seven marketing years (from
1968/69 to 1974/75), was renewed, with very little change, along the same

lines for a further five years and expired on 30 June 1980.

In the meantime it became clear that common measures were needed in respect
of the'production of isoglucosee. Beginning first with a production levy,
the Community then instituted, in July 1979, a production quota system for
isoglucose similar to that applied to sugare This arrangement also expired
on 30 June 1980 and was renewed for 1980/81.

In 1981, new regulations, applicable from 1 July onwards, covering the
1981/82 to 1985/86 marketing years, were adopted (1).

The new system, and more speccifically the arrangements concerning production,

is based mainly on the following principles :

a) production to be related to scope for disposal and all losses due to
disposal of production surpluses to be covered by financizl contribu-
tions from the producers so as to achieve 'budget neutrality" for this

sector 3
b) a fair income to be ensured for beet and cane growers;

c) the Community to be able to join the International Agreement on Sugar;

d) offsetting as between bumper crops and poor crop to be encouraged;

(1) See also "GREEN EUROPE, NEWSLETTER" N° 180.
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e) account to be taken of regional changes in production of beet and

cane in the direction of specialization;

f) conditions to be provided enabling obligations concerning preferential

imports of sugar to be complied with.

The common organization of the sugar markets now covers sugar obtained

from beet and cane (sucrose) and its direct industrial substitute, sugar
obtained from maize (isoglucose), with, however, a special treatment for
this product to take account of its special nature. Thus the Community

recognizes explicitly that the market in sweoteners is a gsingle onee

In addition to a price and trade system little of which has been changed,

the new organization includes, for five marketing years (1981/82 to 1985/88,
a production system based on quotas combined with differentiated guarantees.
As in the pastbut with adaptations, provisions specific to preferential

imports of sugar and general provisions have also been laid down.

1¢ The production quota system

The quotas in the sugar and isoglucose production arrangements are distri-—
buted, given basic quantities fixed by Member State, between the industrial
enterprisese The sum of the A quotas at Community level corresponds close—
ly to internal consumptions B_quotas are also fixeds The price and dispo-
sal pguarantee is differentiated depending on whether production comes under

quota A or quota B.

Sugar produced beyond the A and B quotas - "C" sugar - may not be marketed
within the Communitye Planters and manufacturers are free to export on to

the world market at world market pricese

For the entire Community, the basic quantities total 9+516.000 tonnes for
the A quotas and 2.242.000 tonnes for the B quotas, for sugar, and 157649

tonnes and 406436 tonnes respectively for isoglucoseces

Both the A quotas and the B quotas can be veviewed for the 1984/85 and 1985/
86 seasonse In future, the B quota, like the A quota in the past, will be
fixed for each enterprise nomally for the five relevant years and no longer

each year as a percentage of the A quotas.



The quotas are managed — ie.ee the sugar and isoglucose quotas are assigned
by enterprise and changed - by the Member States in which the firms are
established, but Community criteria must be complied withe The quotas

(A + B) can be varied throughout the period of application within a range
of 10 % of the quotas originally allocated. This percentage represents a

"gtrategic reserve" : a sugar enterprise may lose up to 10 % of its original

quota in favour of one or mere other sugar enterprises or isoglucose produ—

cers established in the same Member State, and vice versae

It has, however, been decided that, as under the previous scheme, this li-
mit will no longer be set in Italy and in the French Overseac Departments
wﬁenever quota transfers arc to be made under restructuring plans. But,
for the French Overgecas Departments, there is an innovation in that such
transfers will now be possible from enterprises established in these Da=
partments to enterprises establicshed in the Motropélitan France, with a

ceiling on the total quantity of 30,000 tonnes of white sugar (total A and
B quotas)e

2e Prices and trade

a) Suger

1e With regard to prices, there is still an intervention price for white

sugar and unrefined sugar fixed anmually for each marketing season

for the surplus areas of the Communitye. Regionalized intervention
prices are derived from this price for the Community's deficit regions
only (Italy, United Kingdom and Ireland). This represents the gua—
ranteed minimum income ex refinery, since the sugar can be sold at

this price to the intervention agency.

A target price is also fixede It is 5 % higher than the intervention

prices One of its purposes is to enable a threshold price to ba cal-
culated which, whilst ensuring Community preference (see 2 below) and
given the Community's surplus situation, will enable an intervention

price to be achieved at a level ensuring a fair income for producers.

The new organization retains the old "storage costs offsetting" sys—

tem, designed to ensure smooth disposal of production throughout the
year on the bagis of a flat-rate reimbursement of storage costs and of
the payment, by manufacturers, refiners and importers of preferential

sugar, of a storage levy, the one being designed to offset the others



In addition, as before, there is 2 minimum storage obligation on

producers reinforcing this supply guarantee.

Lastly, the buying-in guarantee available throughout the year has
not been changed and the possgibility of intervention, in the form of

production refunds which were originally paid only for sugar used in

the chemicals industry, has been extended now to isoglucoses

2+ The arrangements for trade with non-member countries include a thre-

shold price and levies or refunds.

The threshold price represents the minimum price of entry into the

EEC of imported sugar and is designed to ensure Community preference

for sugar produced in the EEC on the internal market.

Import levies are charged whenever the price of sugar from non—

member countries offered at the Community frontier fails to match the

threshold pricee.

Export refunds may be paid insofar as necessary for exports to

non-member countries and export levies may be charged whenever the

world market price exceeds the intervention price and must be char-

ged whenever the world price exceeds the threshold price.
b) For beet

The new orgnization provides for a basic price for beet, fixed annually.

This is used as a reference to determine a minimum price for A beet

and a minimum price for B beete The minimum price will be 98 % of the

basic price for A beet and 68 % of the basic price for B beets These

minimum prices correspond to the maximum production levies on A sugar
at 2 % of the intervention price of sugar and on B sugar at 2 ¢ plus
30 7% (totalling 32 %) respectively of the intervention prices The

final level of beet prices will thus depend on the production levies

(sce paragraph 3 below)e In other words, if for example, the basic
production levy were zero, the prices of A and B beet would be the

game as the basic price for hbeete

The price which the producer receives for non—quota "C" sugar depends
on the world market price and does not depend on Community regulations

but on contracts concluded with those concernede.



3¢ The financial responsibility of producers

A Key innovation in the new organization of the market is that producers
are now responsible for all costs engendered by the disposal of all the
surpluses they producce TFor the first time since 1968, the date of the
introduction of the first common organization of the sugar markets, it is
now provided that producers not only of B sugar and B becet but also of A
sugar and A beet must make a financial contributdion, i.e. including produ-
cors who previously had enjoyed 100 ¢ guarantee in respect of prices and

disposale.

This is an innovation as a result of which the sugar sector should not in-
volve heavier charges to the budget than it generates revenues accruing to

ite Henceforth, normally, a production levy not exceeding 2 % of the in-

tervention price will be payable on all production (A + B) for the disposal
of surplusese. If the financial losses are not covered in their entirety
by the yield from the levy, & second levy, this time only on B production,
will be charged, up to a maximum of 30 % of the intervention price, i.es

a total of 32 % on the production of B sugar.

Isoglucose will be treated in the same way, but only up to that part of

the levy still chargeable to the manufacturer in the two cases (A and B).

A final point ensuring "budget neutrality" is that any negative balances
resulting from the above ceilings and any positive balances resulting from
the charging of export levies (when there is a world market shortage) are

carried over from one marketing year to the next.

In this connection, if a negative balance were not covered by the yield on
the two production levieg, it has been decided that the maximum of 30 % of
the B sugar levy could be raised to 37.5 % of the intervention price for
the following marketing year (iece that the production of B sugar could

thus carry in full a charge of 39.5 % of the intervention price).

4o Preferential imports of sugar

To underpin traditional trade flows, particularly in respect of sugar
produced in certain African, Caribbean and Pacific countries (in accordan-—
ce with undertaliings entered into by the Community when the three new

countries joined), a differential levy had been introduced on all preferen-—

tial imports of unrefined sugar which were not to be refined in a pure
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refinery (as opposed to sugar processing, which first produces white sugar
directly from beet and which can, in addition, refine crystallized unrefi-

ned sugar)e This levy will be gradually phased oute

5« National aids

France is authorized to go on paying, for the next five marketing years,
national adaptation aids in respect of sugar cane and sugar production in
the French Overseas Departments, in view of the special conditions prevai-

ling there.

Italy has been authorized to pay national adaptation aids for beet growing
and sugar production in the central and southern areas of Italy up to the

present level, but in the northern regions these aids must be phased down

over the next five marketing years cach year by an emount of 2 % of the

relevant intervention pricee

6¢ General measures

These measures are mainly concerned with rules of procedure stipulating
that the Community may adopt any special provisions needed to enable com—
mitments arising from membership of the International Agreement on Sugar,

if the Community joinsyto be properly complied withe




IV. THE COMMON ORGANIZATION OF THE MARKETS IN OILS AND FATS AND PROTEIN
SEEDS

Ao, OILS AND FATS

In 1979 the total use of unrefined oils and fats in the Community was about

10 million tonnes, broken down as follows :

5¢2 million tonnes of unrefined vegetable oils and fats,
3¢1 million tonnes of unrefined animal oils and fats,

1¢6 million tonnes of buttere

Community production was as follows :

1¢2 million tonnes of wvegetable oils and fats,
2¢1 million tonnes of animal oils and fats,
1¢9 million tonnes of buttere.

The degree of pelf-sufficiency in oils and fats (not including butter) was
40 % in 1979, but in respect of vegetable oilc and fats the proportion was

only 22 %

I. OLIVE OIL

1e General picture of the olive o0il smector

Most of the production of olive oil in the ten countries is accounted for
by Italy and Greece with a modest contribution from France. In terms of
volume, average production of these three countries is 450,000 tonnes for
Italy, 250.000 tonmes for Greece and 1,500 tonnes for France, or an anmal
total of about T00s000.

In 2 nomal year, the Community produces about 47 % of world production of
olive oile However, because of peculiar features of olive tree production
(alternate bearing ), the production of olive 0il may fluctuate very widely

from one year to tho nexte

The areas under olive trees total about 28 million ha (24280.000 ha in
Ttaly, 520000 ha in Greece and 38,000 ha in France), or about 28 % of

total world acroages used for this purposce

These areas change littles. Estimates put the Community total of olive
trees (including those growing wild) at 307 million stems (185 million in



Italy, 117 million in Creece and 5 million in France)s

1¢ 200,000 families in Italy, 500.000 families in Greece and 40.000 families
in France grow olives.

Production is concentrated in regions where often there is no other work
available : in general these are dry areas where other farming is impossgi-
ble, so that the maintenance of the tree numbers is an important matter,

from the environmental point of view, as well as the economic point of view.

Olive-growing is thus often the main, and sometimes the sole source of in-

come of the growers.

2« The machinery of the common organization : olive o0il

The olive o0il market is exposed to keen competition from other oils availa-—
ble at much lower pricese In order to reconcile the interests of the produ-
cers - by ensuring a price yielding a fair income = with the need to main-
tain competitive prices on the consumer market, the common organization of
the olive oil market, set up in 1963, included from the outset the payment
of an aid to producers to bridge the gape This costly system is not very
officient and has been replaced by a new olive 0il market organization
pystem which otarted operation with the 1978/79 marketing year.

a) Internal price and aid arrangements

The Council of Ministers fixes the following prices anmially :

1°) Producer_targot price
The price to the grower deemed desirable in view of two objectives :

ensure him a fair income and maintain the volume of Community pro--

ductione

2°) Markot_representative price
Fixed at a level allowing of the normal disposal of oil produced,
taking account of the prices of competing productse A general rule
of thumb is that a price ratio between 2 an 2.5/1 as between olive
oil and seed o0il allows of the disposal of the former.

3°) Intervention price
This is the price at which the intervention agencies must buy in all

quantitien of olive o0il of a given qmlity offered to thems It there-
fore constitutes a guarantee for growers.
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T™wo aids are also available

-~ The production aid is uniform throughout the EEC and is granted only
in respect of olive trees planted before 1 November 1978. It is paid to

grovers and therefore "tops up" the income they gain from the market;

- Conpumption aid is granted for olive o0il produced in the EEC vhon the

producer target price minus the production aid exceeds the olive oil
market representative price. Thip aid, granted to olive oil packaging
plants, is designed to allow of greater disposal of Community olive
0il produced by achieving a better price ratio as between olive oil

and competing seed oilsge.

b) Trade with non-member countries

A threphold price ig fixed for olive oil imported from non-member coun-

tries so that the selling price of the imported produce will, when cros-
sing the EEC frontier, be at the level of the representative market

price.

Whenever the price of olive oil imported from non-member countries is

below the threshold price, a levy is charged matching the difference.

When the Community market price exceeds world market prices, the diffe-
rence between these prices can be made up in respect of exports by a
refunde Without the refund, traditional export flows, for example to

the United States, could not be maintained.

¢) Other instruments : The register of olive cultivation

Because of the need for data on the potential for olive and olive~oil

production in the Community and in order to improve the operation of the
Community aid scheme, it was deceded in 19