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ASSOCIATED AFRICAN STATES, AND MADAGASCAR AND MARITANIA AND THE
DEVELOPING MEDITERRANEAN COUNTRIES ' 73/74

The theme of the Community's trade volicy for agricultural nroducts
towards certain developing countries must be seen in the wider context of

Commmnity action in two fields:

- setting up and administering a common agricultural policy,
- and, outside the Community, establishing and strengthening snecial

relationships with certain developing countries,

I, COMMON AGRICULTURAL POLICY

This is one of the leadins Community nolicies and, like the Fustoms
Union, wa s Arawn nn gradnally and aremifically deals with the asgricultursgl

nroduction of the Communityr,

The amthors of the Mreaty of Rome did not wish to embark upon a
detailed elabora+won of such a nolicy anrnd instructed the Commission to call
a m°e+1ha of +%p Memher States to dieccuses their various nolicies. Thus two
important dates mark the besinnings of the Common Agricultural Policy:

- the Stresa Conference in . July 1958, and 30 April 1660 when the Commission
nput before the Council the nrnnosal for drawing up and imnlementing a

common agricultural nolicy.

A specific asnent for nrimary industries had +to be created, siven that
agrienltural produntlon wag strinturally unequal to the forces in nlay on
the market, Withont seme arearization, the unregstricted rule ofguonly and
demand wonld have heen detrimantal to this sertor, contrary to the aims of
Article 30 of the Treaty, T+ is = well-known fact that the world market
for azricnltnral nrodncta ie enhiect +n endden fluctvation and, when the

nomman noliecvy was estahlished, 4o eytremely low nrices.

633/X/74-E


User
Rectangle

User
Rectangle


-2

Most of the Member States had thus found i+ necessary, from both the
economic and the politiecal point of view, *to protect the home market from
these fluctuations; the nrices of the various agricultural products have

thus taken on a political character.

When the customs duties in the Community of the Six were lifted, some
subsequent organization of the agricultural markets was necessary to cope

with the new situation.

The Community's answer to this was based on three well-known principles
which are behind the various commor market organizations: created to cope

with the diverse and complex nature of the respective nroductions.

This diversity and comnlexity are, alas, still to be found, varying
from product to product, in nronosals now under discussion at the present

negotiations with certain develoning cointries.

Trade balance sheet for the Common Agricultural Policy

Does the complexity of these different systems and the protection of
Community farmers constitute an vnhreakable barrier to the frontiers of
the Community of the Six? This criticism has been systematically rejected
in those Community quarters whose iob it is to defend the nolicy. But the
facts prove that Furovean agricultnre has been politically necessary and

socially useful, rather than just interested in its own immediate problems.

In view of the rigid nartitions hetween the azricultural markets of
the Community of the Six, the first and foremost aih was to develop Community
trade among the Member States, TFrom 1058 to 1072, when the Community was
enlarged from 6 to O Member States, there was an enormous increase within

the Community in trade in agriculiural »roducts which rose from 1,246 million
dollars in 1958 4o 9,127 million dollars in 1972 {index 757 for 1958 = 100).

This increase was more noticeable than for imports of the same nroducts
from third countries, for which the 1972/1958 index was 190. However,
greatest imports into the Community were in the asricultural sector; this
comes out clearly in the trade balance for 1972 which showed a deficit of
9,296 million dollars for these nroducts (import: 13,982, for export: 4,688
millions). This deficit is tvoical of the agricultuvral ard food sector as
compared to the Community trade fisures for all products which showed a

balance of 4,164 million dollars.
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This impressive agricultural deficit makes the Community'the greatest
importer of agricultvral products among the developed countries; it is
a well-known fact which proves that our immorts continue regardless of all
- the complex machinery that has beer set up to govern them. There are numerocus
comparisons to be ma&e and GATT statistics provide uncontestable proof; I
have just checked in International Trade, 1972, the most recent GATT puhlication
on the subject, and it emergés clearly that for foodstuffs and raw materials
(primary products other than ore, other minerals and various fuels), of the
industrialized countries, the E=EC has imports worth 11,000,000,000 dollars,
Japan T,000,000,000 and EFTA 5,000,000,000 and North America exports worth
4,000,000,000 dollars.

Export Import Balance
Foodstuffs 13.53 20.18 - 6.65
EEC -

Raw materials 2.82 , 7.09 - 4.27

16.35 27.27 -10,92

Japan 0. 69 . 4,35 - 3.66

1.14 8,00 - A.86

EFTA 5.15 10.24 - 5.09
3,22 2,49 - 0.27

8.37 12.73 - 5.36

North America 11.35 2.08 +2.27

4480 2,95 + 1,85

16,15 12.03 + 4.12

Imports to the Community represent some 20,000,000,000 dollars; of these
9,000,000,000 are for trade within the Community and 11,000,000,000 imports
from the third world; of the 11,000,000,000 some 43% (4,8.0,000,000) is from

developing countries,

It is interesting to see that FFTA {(a srovn of countries which are
similar economically, socially, geographically and in development), imports
foodstuffs worth 10,2410,000,000 of which 8,700,000,000 come from other are=as,

and imports 2,530,000,000 (or anproximately 29%) from the developine courtries.



II. DEVELOPMENT POLICY

I do not propose to deal with the whole common poliecy for development
aid, but with only the trade aspect of this policy as embodied in the measures
adopted by the Community for generalized preference and in the association

policies or trade agreements drawn up since the Treaty of Rome,

A, Generalized preferences do not refer directly to agricultural products
but basic details should be mentioned because proressed agricultural products
are concerned. They also have some influence on the partner States as regards
the degree of preference on entry into the Commmiiy of their products as
compared to products from other develoning countries. We shall doubtless

retum to this subject later.

In a 1968 regulation the second UNCTAD session asked for the
industrialized countries to accord a system of preferential treatment €o
the developing countries for exports of nroressed nroducts: this would involve
suspending all customs duties and quotas. The Community was one of the first
of the partners among the develoned countries to accord such a system, which
came into effect on 1 July 1971l. The system is accorded autonomously; it
must be renewed each calendar vear; it comnrises a list of those recipient
states recognized by the Community (in practice, the 100 plus countries of
the 77" Group). The preferences cover almost all industrial products and

a certain number of nrocessed agricultural products.

The Community preference system for 1974, which for the first time

covers the three new Member States, has bheen imoroved in many respects,

It allows for duty-free entry of industrial products worth 2,500,000,000
u.a. and reduced customs duty on processed agricultural vproducts worth 2

to0 300 million n.a.

Out of a mass of imports into the Community of the Nine, base 1971,
generalized preferences renresented anproximately 250 million u.a. for
processed agricultural products, mainly fish meal (127 million); coconut

0il for technical use (20 million) came meat, tea in small packets, etc.

To this should be added a2 quota of 21,600 tormes for cocoa butter
(21,400 tommes x # 2,6n0 = # 56,160,000) and 18,750 tonnes for soluble coffee
(18,750 tormes x $ 3,000 = g 56,250,000), bringing the profits from

generalized preferences to the order of 112 million dollars.
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The Community has always said that 2ll industrialized countries
should accord real generalized preferences to the developing countries.
This was aiming at countries like the United States and Canada which

hawve not so far set up a system of this kird,

Be. Quite independentiy of this cuestion of generalized preferences, it
should be remembhered that from the hesinning of the Treaty of Rome it

was established that the EEC would retain or set up snecial relationships
with certain countries and this was made clear in part 4 of the Treaty and

in the various Protocols annexed to it.

Thus, after signature of the first Yaoundé Convention (30 July 1963),
the second Yaoundé Convention (29 Julr 1059) +the Arnsha Acreement (24 Sevtember
1969) and the Agreements with lMorocco and Tunisia (1969), trade was one of
the Community's main means of partiecinating in the develoonment of these

partner countries,

More recently, 1973 was an immortant year for continuing, or reopening
the various negotiations which became necessary when the neriod of validity
of old conventions or agreements came 10 an end. The Community is at present
having joint negotiations with the tﬁree countries of Maghreb, Israel and
Spain, has uvndertsken to readant the existing asreements with the Arab
Repuhlic of Esypt and the Lehanon, has beoun exnloratory talks with Jordsan
and is prenaring a2 renly to Syria which has just remested the oovening of
negotiations. 1973 alsc saw the opening of what were at first only cornsulta-
tive negotiations with the conntries covered hy the.existing Yaoundé and
Arusha Agreements and the other countries mentioned in Protocol 22 of the
acts of adhesion; these countries were originally referred to a2s "Associagted
or Associable", then AASM was used, and this is row heing replaced by ACP

(Africa, Caribbean and Pacific).

In the agricultural sector, trade asneets conld only be dealt with
through the varied and comnley machinerv referred to whern the measures tsken

under the agricultrual rolicy were examineéd.,

Before dealing with these examnles, T shall put the nronosed measures
for the agricultural sector into an economic oontext, so as to judre the
imnact of the measnres discussed in Cowmeil on the economy of both the

Commuinity and the nartner Stotes.



C. Beonomic Bacground

1. ACP countries

The proposed measures for agriculture are of great importance for the
partner States since agriculture accounts for a substantial part of their
production, employs a larse work—force (70% of the active population of
Botswana being employed in the stock~breeding sector) and very often, a
considerable percentage of their exports. For certain ACPs éase of access

to the Community market is therefore a re2l advantage.

Moreover, and here the .reverse is true, the amounts of agricultural
products in respect of which the Commigsion has suggested tariff or levy
concessions should he of only slight impnrtance for Commurity nroducers,
whether from the voint of view of quantity or with regard to the various

supplementary provisions mentioned helow,

According to the statistics for 1971, Community imvorts (for the Commmity
of the Nine) from the A2 ACP countries amounted to 4,630 million dollars; of
this total, the agricultural products covered by the Common Agricultural Policy,
sugar excepted, represent only 567 million dollars, or 12.22%, Thus, leaving
out tropical products {coffee, cocoa, etc.) and sugar (for which the Community
envisages arrangements based on considerations other than trade), the
celebrated debate on CAP concessions anplies to only 12% of the trade in
question. TFor all other agricultural products the Commmnity is proposing total

free access to the Community market.

Turning to the Community, there is a further comnarison: imports of
agricultural products subject to the CAP amounted in 1971 %o 10,300,000,000
dollars, again with the excention of sugar. O0f those 10,000,000,000,
3,000,000,000 came from develnpins courtries, inecluding 567,000,000 - only

5% — from ACP countries.

2. Mediterranean countries

The economic scope of the existing agreements was limited to trade,
and the impact of those agreements can be gauged quite simply by situating
the concessions made in the sphere of tariffs in the context of the statistics
for trade between these countries and the Community. The difference in future
will be that the idea of "global anproach" has been brought into the negoti-

ations or renegotiations.
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Although this idea covers the regulation of trade relations in a more
uniform fashion than do present arrangements - characterized as they are by
relative discontinuity between the different agreements - it goes beyond
mere regulation of trade to embrace, without abandoning uniform criteria,
economic relations in the wider sense. In this respect, certain fresh elements
may be considered extremely important, for example, technical and technological
cooperation, financial cooperation and certain activities concerning manpower.
Considering, thérefore, only the agriéultural aspect of trade, one finds that
- Community imports from the countries of the Mediterrunean basin include a
share of agricultural products that varies greatly according to the stage of
development of the partner country concerned, or the, composition of its
natural resources: about 50% for Spain and Israel; 17% from Algeria; 62%
from Morocco; 38% from Tunisia; from Egypt and Lebanon, 58 and 60%; from

Syria and Jordan, 89% and only 11% resvectively.

Moreover, these agricultural imports also vary greatly in wvalue:
# 573,000,000 from Spaiy g 142,000,000 from Israel, # 153,000,000 from
Mgeria, § 236,000,000 from Moroceco, # 41,000,000 from Tunisia.

Unlike the negotiating directives received by the Commission from the
Council for industrial nroducts, in which different stages of dgvelopment
are well aliowed for and quite clear differences of treatment indicated,
the agricultural directives do not mention any very sharp distinction between
the countries: the principle retained consists of covering by means of
concessions between 80¢ and &5% of the Community imports of agricultural
products from those countries. It is a verv broad concession which is bound
to have 2 very different economic imnact according to the couniry, by reason

of the proportions quoted above.,

As in the case of the negotiations with the ACP States, this overall
proportion is obtained by means of guité suhstantial customs duty reductions

(ranging from 30% to 80, and even to 1O0%).
Ce  Means

The Community has acreed tn gsrant concessions for originating products
with a view to favouring the partner States. But it is handicapped in this
by the political, economic and social necessity to respect the principles of

its own agriculturalpolicy referred to ahove.
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It has had to try to find adequate, balanced solutions, hy means of
machinery suited to different products, with the help of market organizations

on the spot.

It is possible to summarize the pronosed trade policy, without-recapitu-—
lating the negotiations and referring to all products, by listing the machinery
employed.

o

D. Scope of trade measures

The range of measures employed in pursuit of the desired two-fold objective
demonstirates the difficulty of reconciling the two policies., It is this duality

that gives rise to the dissatisfaction sometimes felt on bhoth sides.

For the scope of such measures is unavoidably limited. The heneficial
consequences of previously existing or existing tariff preference are, further-
more, limited in scope by reason of the other negotiations conducted by the

Community, as indicated above,

On the basis of the experience already gained by the EEC and the AASM
the scope of trade measures can be estimated not only by their limitations
but also by the favourable results which, as we hope to show in conclusion,

accompany the obvious omissions,

1. In 1972, EEC/AASM trade showed a positive increase of 4%. But, the same
year, the total of Commmity imnorts from developings countries rose by twice

as much, that is by 8/.

As for the world +total of evnorts from developing countries, they rose

by 18%, while AASM exports %o the Community rose hv only 4%.
Several factors are resnponsible.

‘ (8) If one considers the srosion of nreferences, a few examples dealing with
what are key pnroducts for certain AASH countries nrovide a clear
illustration: the duty payable on coffee, although 16% at the time
of the first Yaoundé Convention, has been reduced to 9.6%, then to
7%; the preference granted by the Community to the AASM countries,
giving them duty—free entry to the ¥WC, has thus been relatively
weakened, Similarly for cocoa, the duty on which declined from 9%

t0 4%, etCieus.
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(b) Another cause is to be found in the vervy structure of the
Associated States!'! exvorts; some of these States, as it hapnens,
produce and - hence — exnort only smell quantitiés of products
attracting tariff preference over other developing eountries.

If indeed one considers the value of each Associated State's

total trade with the Community, extracting the value of those
products enjoving prefereﬁce, the nercentages representing those
preferential exports to the Commmnity vary considerably from state

to state .

In 1971 the list was headed by Cameroon with 71 of ifs trade with the
EEC benefiting from preferences; second was Madasgascar with 68.6%. Then
Somalia with 67.8% Bururdi with 60,9%; followed bv Tvory Coast with 53.5%
those being cases where the proportion is more than half the total of exports
to the Community.

In contrast, the proportion is very slight in the case of Mauritania
and Upper Volta, being less than 1%. 1In the case of Tchad it is non-existent,

the whole of the Tchad-FEC trade he2ing in cotton, on which no duty is parable.

2. Underlying these wide variations from country to country, however, is
an average figure which ig far from nesligihle: 33% of 211 exnorts from the
AASM to the EEC is nreferential. For the three countries narty to the Arusha

Agreement, preferential trade reaches a total of A3%.

These provortions are not neclisihle: desnite the wide differences
shown up bhetween different exnorting countries, théy renresent a guite
vigorous pattern of trade; the AASHM's 33% represents nearly 600 million u.s.;

the 43% of the PMast African courntries represernts more than 100 million u.a.

Tt has, for instance, heen calculated that, out of the 600 milljion u.a.
of the 18 AASM countries, nreference provides an annval contrihution of 35
to 40 million n.2. in additional exnort revenue: since, naturally, the
importer buys goods at the same nrice regardleess of whether they have

beniefited from tariff reduction or not,

Thése are firsures which renresent the effect that the Communitr's
snecific trade nolier was ahle %o exert, in a single year, on the exporis of
the Associated States in auestiom, If the aim of the traje asnect of the
agreement vnder discussion is to angment onr nartners! exp6r+ reverme, then

these results fall well within the tarecet ares.
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It should be further nnted that, althovgh the upheavals in the markets
for various products since svmmer 1973 may have made it difficult for many
developing countries to obtain supnlies, those upheavals have at the same
time increased the value of the exports achieved by certain of these
countries, particularly in respect of items enjoving preferential terms of

trade from the Commumity.

3. These upheavals are a reminder, as the Commission emphasized in its
Memorandum on acriculture, of the extent to which agricultural products
particularly are subjent to world market fluctuations. A policy aimed at
stability is, in contrast, nrreferable, nrovided of course that it is linked
to remunerative prices; one of the merits of the Common Asricultural Policy,
inecidentally, that have recently been acknowledged even by its past critics,
ig that at the present time it constitutes one of the most effective anti-
inflationary factors in a situation in which world market prices have con-

siderably exceeded Community price levels for the same products.

The aim of rewardings the nroducer, a form of aid that is infinitely
preferable to financial aid (the prover valve of which, however, in the
political and social sphere should not be underestimated) must bhe an
incentive to the Community to press on in search of better ways of achieving
success, For that reason a2id in the form of easing access to markets mmst
be supvlemented hy exnort revenue suarantees for certain products: as a

scheme it is more ambitious than mere tariff concessions.

Since it was originally sverzested in the Nevian memorandnm of April
1973, the idea of a scheme for the stabilisation of earnings from exports
from the ACP to the Community has been on the table at the negotiations.

The original scheme provided for an arrangement whereby if exnort earnings
from a particular product fell below » narticular level, there shouvuld be »a
financial guarantee. As Mr, Claude Chevsson, ¥uropnean Develonment
Commissioner said in a speech in Bruges last yeér, the reason for the scheme
was so that a bhad harvest shovld not mean collapse of a country's development
plén or a speculation on the other side of the world bringing a2 brutal fall
in world prices should not bring to ar African or a Caribhean comtry, which
has no responsibility at all in the speculation, a collapse of its e¥port
earnings. The Commmity scheme was for eight oroducts (sugar., sround nuts,

ground nut oil, cotton, cocoa, coffee, bananas copper).
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If such a revenue guarantee could be formulated by means of a
reciprocal commitment, embracing both imports and exports, with, in addition,
provision for reviewing on a basis of parity the prices on which the guarantee
Wgs based, there would then he a genuine contractnal system of joint action

and decision-making.

The purely commercial side of things must indeed by considered without
losing sight of its vital purpose, which is to increase the market value of
trade, to improve trade and above all to do so through concerted action:
for genuine reciprocity, a term over which legal and political discussions

have too often hecome bogged down, lies in cooperative action.

It begins with cooperation hetween governmentgé of countries that are
partners to an agreement, with systemtatic consultation concerning the

problems of trade nolicy.

It must contime with concerted action hetween the business rircles
invelved: the idea of regularly meeting within "Consnltative Committees"
made up of people onrofessionally engaged in the various sectors, once very
disconcerting for many commercial operators or producers, is now a success,
for.not only do they communicate, but in addition they act jointly to
ensure the proper conduct of markets, Such concerted action would very often
prevent the evasion of resulations, the failure to tackle certain problems,

the development without warning of certain sitnatiouns.

Tt is thus, and only thus, that the commercial mechanisms already in
place in the different agreements, will not simply remain concessions,'
unsatisfactory both for the Wuropean farmer and for the exporter. in the
Associated states. If they become a framework of operation, like the rules

of a club, they will lead on to a true commercial cooneration.

Reproduction authorised, with or without indication of origin. Voucher
copies would be appreciated. 11/74..





