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IMPROVEMENTS IN SIGHT FOR FARM-PRODUCT MARKETING STRUCTURES (1)

In spite of the considerable efforts made by farmers with the support of their
associations and the authorities there continues to exist a situation of inequality
of strengthand influence as between buyers and sellers in the markei where farm=-
goods are exchanged., Concentration and rationalising of trade channels on the
buyer's side have made much greater progress than they have on the other side where
farm-goods are suplied from. There are some lMember States where today as much as
80% of the demand from the food retail trade passes through the hands of buying
chains and big stores, etc... In comparison collective supply by the farming com-
munity bhas so far made relatively lititlie progress. In such a state of affairs the
producers find themselves in a grecter situation of dependency, the downward pressurc
on prices is greater and the farmer has s smaller share of the added-value of the
final product at every stage of turnovcr, It is to be expected that the uncqual
distribution of risk on the farm-goods market will get wider, especially if moder-
nisation of farms leads to their increasingly specialising on a small number of
products. This automatically increases the risks to be faced by farm-managements.
Here the explanation for the need for faster developments in farm-goods marketving

structures.

1. Guidelines Hr agricultural producer-groups and associationsof producer-groups

4 Commission proposal for guidelines for agricultural producer-groups and associa-
tions of producer-groups has been before the Council since as long ago as 1968,

The proposal's main aims are the adjustment of supply from the farms to the require-
ments of the market in the matter of gquantity and quality and the achieving of
greater price-stability and better conditions for selling through the suppliers!
reaching a position of grecter strength in the market, with a view to positions

of equal strength thereby again appearing in the market and marketing costs being
brought down. This paper will largely treat only of such important passages of this
Commisgion proposal ( which has not yct been passed by the Council ) as could turn
out to be of special interest in: connection with the part to be played by the assc-

ciations.

Definitions and principles underlying recognition of producer-groups and associa~

tions of producer-groups

According to the text of the guidelines proposal, producer-groups may be made up
of producers of goods shown in a list. They may be either private persons or corpo-
rate bodies. The text of the regulation does not take the definition of a producer

(1) Based on a talk given on 21 September by C. HAEBLER, a deputy head cf section
in the General Directorate for Agriculture, at a CEPFAR (Centre Zuropeen de Pro-
motion et de Formation Agricule et Rurale) international information.conference
at Kolle~Kolle, Denmark.
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any further than this but there is provision for a management-commitiee procedure
cpening up the possibility cf this definition of a farm-goods producer being ex-
panded and completed. When this was being discussed in the Council it was not
possible to reach a conclusion, some Member States wihing fto extend the definition
of membership of producer-groups to non-members, principally traders. The Commis-
sion up to now has not seen any cause to amend its proposal, being of the opinion
that any broédening of the membership of a producer-group to take in people not in
farmingvhom the farmers were trading with would limit the producer-group's freedom
of action since circumstances might lead to business being done only with these
menbers of the group.

that was to figure in the list of goods to be the basis of the setting-up of
producer—groups and associations of these groups is another thing on which the
Council has not yet been able to come to any agrced opinion. Essentially tha
Commision proposal covers all farm-goods sold in the condition in which they arise,
together with 2 number of products of the first stage of processing, e.g. butter,
chcese, meat, wine, etc... Some of the governments represented on the Z6uncil
want to see this list extended to cover all the products listed in Annex II of the
Treaty of Rome and beyond this to & number of others, e.g. cotton and wool. There
are others however who would prefer to see the list limited to products as they
arise on the farm. On this point also the Commission up to now has not felt it had
to amend its proposals; it is in the mein for motives connected with competition
that it hes remained faithful tc its list.

The producer-groups arc to deal with the adaptation of production on the farms

to what the market calls for. This is t¢ be effected principally by common rules,
set out in the regulation and binding on the members, on production and offering
for sale, collectivisation of offers, preparation fcr sale and cffers to the
wholesale trade.

Producer-groups and associations of these are held to writing into their statutes
an obligation for members' whole production to be marketed under identical terms,
it being rescrved for decision by agreement in the producer-group whether the
guantity supplied shall be wholly or only partly handled through the group. Pro-
vided all the members reach agreement on it, they may continue to comply with
supply contracts entwred into belfore they took up membership cf the group.

A groups statute must also lay down that a member may not resign before the end

of threec years at the earlist; that the group must show proof of an adequate volume
of commercial activity, in which connection the management committee has to lay down
minimum criteria related to turnover and arca, and that the statut may not contain

any discriminating stipulations, particularly in respect of mcmbers® nationalities.
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The obligation of complying with the common rules on production and marketing is
one of the regulation's essential points. Vhat is behind this, among other things,
is the bvad experience of member discipline which more than other bodies cooperatives
have had. It is to bc noted that the Commission does not think there should be

any idea of bringing all producers established in a given area under these production
and marketing rules, not even when the producer—groups in the area alrcady are
responsible for a quite considerable share of the marketing being done.

There is a special section dealing whith what associations of producer-grouns

are called upon to do. In the Commission's proposal such an association represents
a second-stage producer-group, having the same rights and duties as a group. An
association consequently is also under an cbligation to pursue commercial activity
and for that matter has the same obligations as the individual producer-groups.

It may be asked why the Commission has not, as is being done nowadays in the
individual Member States, provided for a limitation of the scope of duties or thesc
associations, restricting them, for instance, to coordiating the activities cof the
producer~groups they cover.

It is the Commission'®s view that the activity of a producer-group must be of such
dimensions as metch technical progress on the one hand and the level ol commercial
activity on the other. In other words, the premise of a proper return on capital
invested and the premise of feasibility of checks and controls { these not being
made too difficult by, among other things, too great distances being involved )
have to Be met. As a consequence, producer-group capacity in the majority of cases
will be bigger than that of a cooperative of today but still too small to meet
customers' requirements of large deliverics at the same quality-level; this being so
there would still be no solution of the problem of unequal influence in the market
and for this reason associations of producer-groups must also be put in a position
to engage in commercial activity. These considerations must lead us to expect that
the minimum sizes still to be laid down in the management committee for producer-
groups and associationg of grouﬁs will surely lead to relatively small dimensions
for groups and big dimensions for associations. It is clear that an association's
activity cannot of course be limited to the marketing of its associated producers’
production and that it may also take on the problem of division of labour and
management and deal with the working—out of common policies on investment and
personnel,

The Commission draft reguletion provides for various subsidies for the producer-
groups.

In the first three years of a group's activity a starting-up subsidy is granted,

amounting to 3 or 1 per cent of the members'volume of turnover before the grouv's
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recognition as such, with a maximum however of €0 or 40 or 20 per cent of actual
maunagenent costs. There has appeared meantime an interesiing amendment of the text
of the regulation as originally publighed in the Journal Officiel in June 1971,

to the effect that only such producer-groups are not to benefit by this starting-up
subsidy as have been in existence for more than three years before their founding
as such.

In connection with a group's capital investment an interest-rate rebate of at most
5 per cent for a maximum period of 2C years for real property and 10 years for
other cepital investment may be granted in additicn to guaraniees.

In the matter of subsidies for producer-group asscciations there is provision for
2 non~-repayzble grant of S0,000'units of account, against proof of actual disburse-
ment, which mey be apprcved ingide five years from the date of recognition of the
association.

The EAGGF meets 25 per cent of costs incurred in Member States. Quite apaxt from the-
se steps being taken under Community suspices lMember States are at liberty to
undertake measures inside their own boundaries on the basis of their own funds

and with different rules and procedures and rates of subsidy, provided what they
are undertaking is in conformity with the rules on subsidies in the Treaty.

In Member States where such measures have been introduced at national level expe-
rience has shown that the starting point and the impulse needed for progress to

e made are to be found in the cooperatives. In the Federal Republic of Germany in
fact, in the case of ‘he roughly 2C0 producer-groups existing today, it is to be

found that about 50 per cent of them originated in cooperatives.

2. Other steps for the improvement of the market's structure

The resolution passed by the Council of Ministers of the Communities on 26-4=T2
insisted on linking approval for the regulation on producer-groups and associations
of these groups with approval for further measurcs for the improvement ¢f the struc—
ture of the markct. In the terms of the resolution the Council was to reach a
decision before 1,10.1972 on this package-deal. Over and above the fact, so far as
the regulation on producer-groups is concerned, that the Council has not yet been
able to thrash out the points here being brought out, compliance with the pronosed
date was not possible because the Commission's proposals for other vommunity steps in
the matter of market structure heave not yet got beyond the stage of internal dis-
cussions., These are steps which involve complexes of questions some of which are
most difficult and fields of action which require careful preparation and careful
study and the weighing of all the pros and cons. For this reason only a number of

genaral indications can be given.
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In the terms of the Council resolution of 24 March 1972, the Commision is to

submit provosals for three lines of Community action, as Tollows :

1) on the making of long-term contracts in the farming sphere;
2) on the improvement of the oversceability of the market;
3) on the development and reorgarization of trading and processing activities in

the farm-goods sphere,

Ad. 1) Meking of long-term contracts.

Yhat is being considered here has its origin in the realisation that contracts
between farmers and their customers are nowadays the usual thing especially in
connection with products involving high production and marketing risks ( e.go

animal products and fruit and vegetables )} but that this goes on under conditions
which intensify the degree of inequality of influence as between sellers snd buyers
and increase the degree of dependency which the suppliers suffer from.

Concern for equality of conditions of competition for all sectors makes it imposmsible
to give official help for any significont speed—up of producers' extending thelir
activities into processing and marketing. Needless to say account has to be taken of
farmers' particular interests. ith this in mind the Commission considers that steps
taken under Community auspices must give an idea of the basic elements that should
form part of long-term contracts to be entered into; that in particular the making
of contracts between traders and processors on the one hand and combinations of pro-
ducers of any category on the other probably should be promoted by means of financial
assistance, but that there can be no thought of bringing in any general obligation
of contract-making.

Ad. 2) Oversecability of the market
The situation here is that in the Community the possibilities of getting a clear
view of the market are still very slender; in the ifember States 1he conditions
surrounding the origination and disseminatlon of information on what is going cn in
the market are of extremely varied nature, while at Community level above all there
is practicelly nothing beyond bare statements on, in the main, what prices are fixed
by the Community. This is the reascn why the necessity is seen of Community measures
for improved oversceability of the market, to be hrought into being and kent up, as
the Commission sees it, by the professional organizations (of producers, traders
and industry ) involved in the activities of the market. As has already been brought
out in the memorandum on the reform of agriculture in the IEC; this is work which
should be put into the hands of Furopean bodies; steps should be taken to set up
such bodies to bring into being, and keep going, a Community information service
on prices, quantities, capacities and development trends in the markets and under
the obligation of publishing the essential data coming in.

Ad. 3) On the development and reorganization of trading and industrial concerns.
The problems in this sphere arise first and foremost from changes in consumer habits
and marketing practices and also from firms' greater mobility when it comes to
choosing localities - largely a question of availability of capital - in comparison
with firms producing on the land. The situation today is consequently one of
overcapacity on small unprofitable farms in many lines of production and regions
hampering any rational remodelling of market operations, while in other lines of
preducticn and regicns there is insufficient trading and processing capa01ty, which
hinders the development of farm production in the direction which a market-economy
would wish to see it taking. The Commission, after its consideration of the Commu-~
nity measures cited in the Council's resolution, wants to see development and



recrganization programmes set wp on rezional levels for individual sectors of
production, and this mainly through very close colleboration between professional
associatiuns and the authorities, The programmes are to indicate precisely what
are the starting-points and what are the aims in view and projects largely calling
for capital investment by trading and industrial firms are to be pushed on with
official funds providing they offer 2 contribution to the achievement of the
purpose in view,

In conclusion, it is clear that in the foresceable future the Community will be
called upon to find a solution for a further number of weighty problems. The
measures proposed in this paper will not clear the decks of all the difficulties
facing us. Thers are a number of parallel steps to be introduced in connection
first and foremest with questions of the law on cooperatives and taxation and

with farm credit.,
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CORRECTIONS TO BACKGROUND NOTE NO. 29/AGRICULTURE/02
of

December 14, 1972

SUGAR:

1. Delete : ( 105 % of the amount used for human consumption in the

Community )

The first paragraph is to read as follows :

" In this case the price-guarantee for the producer is valid only

in respect of a previously fixed production gquota. The quantity

giaranteed is to correspond to expected human consumption in the
Community in the sugar crop-year and must not be inferior to the
total of the national basic quantitites decided on by the Commu-

nity ".

2. In the footnote the following is to be added :

v ... and Council Regulation nr. 1060/71 of 25-5-71 - (Journal
officiel no L 115/16 of 27-5-71)".



