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FOREWORD

Contrary to past procedures, this document is confined to setting out
in detail the situation of the different agricultural markets in 1976
and the outlook for them in 1977 and 1978,

The material traditionally included in this document is contained in
the version published by the Publications Office of the European
Communities in connection with the Tenth General Report on the
Activities of the Buropean Communities,.
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A. SECTORAL ANALYSES




I. CEREALS1

Te Introduction

(a) The economic situation:

The 1975/76 marketing year opened with the same instability on world
markets that has characterized recent years. In this case the cause was
the unexpectedly poor crop in the USSR though in the second half of the
marketing year the situation stabilized as it became apparent that world
supplies were adequate. In the Community the poor 1975 crops were largely
balanced by the very high level of carry—in stocks; +this enabled the
Community to continue making a positive contribution to world market
supplies. The beginning of the 1976/77 marketing year in the Community
has been marked by the strong demand for cereals for animal feeding
combined with generally poor crops following the drought; world market
supplies however seem more than adequate to meet potential demand,
particularly as regards wheat.,

(b) Cereals in Community agriculture:

In 1975 cereals accounted for 10,5%, by value, of the final production of
agriculture (12,1% in 1974). The total area of cereals in 1975 was
26,3 million ha or 28% of the utilized agricultural area (UAA).

(¢) The Community in world cereals production:

World production of cereals (excluding rice) in 1975 amounted to
1, 015 million tons (according to FAO statistics) of which the quantity
produced in the Commnity was 9,6% (10,7% in 1974).

2 Production

Community production of cereals decreased by 10,2% between 1974 and 1975
and by a further 6,4% in 1976 (according to the provisional estimates) to
90,9 million tons. The record 1974 crop of 108,2 million tons resulted
from an average yield of 40,4 quintals/ha whereas the estimate for 1976
amounts to only 34,6. In the present state of knowledge it would be
wrong to regard these results as anything more than the result of two
consecutive years of very unfavourable weather. In the longer term

yields should continmue to rise at at least the rate observed between "1968"
and "1975" (1,5% per year) thus more than offsetting the average 0,3% per
year decrease in area over the same period.

'See Pables II.B/1.1 to II.B/1.13 of Part II



(a) Common wheat:

Very good sowing conditions in the autumn of 1975, particularly when
compared with those of 1974, led to an 8,3% increase in the area devoted
to common wheat (including spring wheat). However the drought in the
summer of 1976 caused yields to be slightly poorer than in the previous
year and production is provisionally estimated at 35,5 million tons (4,9%
up on 1975). The milling quality of this year's crop is very variable
because, although protein levels are generally high, the areas most
affected by the drought have produced a high proportion of shrivelled
grains. :

(b) Durum wheat:

The area sown to durum wheat in France declined in 1976 (- 28%) as
compared with 1975 when the sowings were abnormally high, largely due to
the poor sowing conditions for common wheat in autumn 1974. In Italy the
opposite was the case, leading to an overall increase of 2,6% for the
Commnity. The average yield decreased considerably (- 13,7%) and
production is therefore expected to be down by 11,3% at 3,8 million tons.

(c) Rye:

Production of rye is expected to rise slightly in 1976 (1,4%) since the
increase in the area sown (8,7%) more than compensated for the poorer
yields obtained.

(d) Barley:

After a temporary movement from wheat to barley in 1975 the area sown in
1976 declined (- 2,0%) to a more normal level. Yields in 1976 are
provisionally estimated at 33,7 quintals/ha which is 11% less than the
average for 1971 to 1975. The effects of the drought were most severely
felt in the spring barley crop in France whereas winter barley crops were
in general less affected. Overall production is expected to be about
29,9 million tons (7,6% less than in 1975)« The crop was in general of
poor malting quality, the protein content and the proportion of small
grains being too high except in the case of the winter barley crop which
is not normally considered so suitable for malting.

(e) Oats:

Sowings of oats were reduced by 5,5% in 1976, roughly in line with the
trend established over the past decade. Moreover yields were more
severely affected by the drought (- 12,5%) than was the case with other
cereals; compared with the "normal™ situation (average of 1971 to 1975)
the yield was 15% down. As a result production was down 17.4% at

7,8 million tons.



(f) Maize:

After four years of comparative stability the area of maize for harvest as
This is the result firstly of

declining profitability (higher production costs, poor yields for at least

grain has fallen sharply in 1976.

two successive years);

secondly, the drought with its effects on the
fodder situation led to many crops which were destined for harvest as

grain being harvested green for silage. Since this process may have

continued after the provisional estimates were made, the area to be
finally harvested is particularly uncertain this year.
estimate is very uncertain though the latest estimate indicates a reduction
of 5,1% and production is forecast at 10.8 million tons (- 23,2%).

3e Consumption

Equally the yield

In 1974/75 the total volume of cereals used in the Community amounted to

113,2 million tons, i.es, 2% less than in 1973/74.

of wheat and 65% of coarse grains, of which 28% was accounted for by

barley and 23% b

maizee.

About 35% consisted

The utilization of all cereals was made up as

follows in 1974/75: human consumption and industrial use, 33,7% (33,2% in

1973/74);
(443% in 1973/74).

animal feed, 62,0% (62,5% in 1973/74);
The proportions vary substantially from cereal to

seed and losses, 4,3%

cereal, from one Member State to another and from year to year; the
following table gives the breakdown by cereal for 1974/75.
Cereal consumption in 1974/75 — breakdown by cereal
Human Animal Industrial | Seed and | Total
consumption | consumption use losses consumption
% % % % %
Wheat (Durum and common)| 63,9 30,5 0y4 542 100,40
Rye and meslin 38,9 5444 15 592 100,0
Barley 0,4 76,4 1745 597 100,0
Oatsva.‘nd summer mixed
corn 2,8 92,3 0,0 4.9 100,0
Maize : 19,4 3 1,1 100,0
() Human consumption:

Between 1973/74 and 1974/75, net human consumption of cereals declined by

1,3% to 21,1 million tons.

This means that per capita consumption

decreased by about 1,6% whereas between 1972/73 and 1973/74 there had been

no significant change.

As regards the original Community, per capita

consumption has been decreasing at about 0,6% per year on average during
the period since 1967/68.
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Net human consumption of cereals in 1974/75 ~ breakdown by cereal

Net overall Net per capita consumption
human consumption : Toh 1973/74
‘ ~ ; ange,
'(M%) Kg per capita to 1974/75
Wheat - Common 16.191 62,7 - 143
-~ Durum 2.818 10,9 = 345
Barley 68 0,3 =
Oats 156 0,6 =
Maize 3 2,9 3,6

Statistics for the original Community revealed an increase in per capita
consumption of common wheat flour in 1973/74, in opposition to the normal
downward trend. In 1974/75 however the figures reverted to the normal
trend (- 2,0% for EUR 6 and ~ 1,3% for EUR 9). On the other hand, per
capita consumption of durum wheat products in the original Community
continued to decline for the second year running whereas the previously
established trend in consumption had been upward (2,9% per year since
"1967/68"); however, the decrease of 2,7% in 1974/75 was much lower than
in the previous year (- 8,6% between 1972/73 and 1973/74) and the upward
irend may be resumed with the relatively lower prices of 1975/76.

(b) Animal consumption:

In the Community as a whole cereals account for 26,2% of livestock feed
resources as expressed in Fodder Units ("™1972/73"), the proportion

varying from 9,7% in Ireland to 45,8% in Denmark. If bulk fodder crops
and grazing are excluded, this proportion rises to 61,8% and a further
5,7% is supplied by by-products of the milling industry. There are also
certain products which wholly or partially substitute for cereals
(oiloakes, manioc, etc.) and it is variation in supplies or prices of these
products which may account for some of the variations in the quantity of
cereals used for animal feeding, particularly in Belgium and the
Netherlands.

In 1974/75 the use of cereals for animal feeding declined by 2,8% to

7042 million tons, the decrease taking place for all cereals except
sorghum, for which there was an increase of 12,1%. This may be explained
firstly by the high world market prices for feed-grains in the first half
of the marketing year and secondly by the very mild winter of 1974/75 which
permitted greater use of grazing in much of the Community.
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The following table compares the consumpiion of different cereals on the
farms where they are grown with the animal feed use of cereals which are
purchased by farms (usually as compound feedingstuffs).

Animal feed use of cerals in 1974/75, on the farm and
through the market — breakdown by cereal

Cereal Used on farm Marketed Total

1.000 t 1.000 % 1,000 t %
Wheat 5.767 6.437 12.204 17,4
Rye 1.495 280 1,775 255
Barley 14,473 10.129 24.602 35,1
Oats 1. 626 1.582 9.208 13,1
Maize 5.576 15,326 20.902 29,8
Other 41 1.425 1.466 2,1
Total 34.978 35,179 70.157 100,40

4949 % 5041 % 10040 %

Source: Eurostat - "Crop Production".

(¢) Industrial use:

Information concerning the industrial use of maize is unfortunately not

available for one of the new Member States.
Community, however,
contimies in line with the average sinc

As regards the original
the rate of increase in industrial use in 1974/75

e "1967/68" (4 to 5% per year),

though between 1973/74 and 1974/75 the emphasis has shifted slightly to

barley instead of maize.
possible as a result of new information from Eurostat.

tons, some 88%
distilling (mainly in the United Kingd
Community maize is principally used for conversio

dextrose (54%) or in the starch industry (30%);
used for beer, mainly in France.
jnformation available relates to distilling which used 596.000 tons in

1974/75 (36% of total human and industrial use in the UK); in the other

A more detailed analysis of these uses is now

In particular, of
the total industrial use of barley in 1974/75 which amounted to 5,6 million

was used for the mamufacture of beer and the remainder for
om and Ireland).

In the original

n to oil, glucose or
a small amount (9%) is

For the United Kingdom the only
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Member States maize was little used for distilling. The small amount of
wheat used industrially in the Commnity is largely devoted to the
production of beer and alcohol in Germany, with a little being used for
starch production.

(4) Self—supply:

The Community's degree of self-supply in 1974/75 was up 4,5% to 94,7%, an
increase in production being accompanied by a decrease in consumption;

the net deficit amounted to 6,0 million tons of cereals (10,8 in 1973/74).
Part of the increase was absorbed by an increase of 4,4 million tons in
stocks and the remainder by reducing net imports to 10,4 million tons

(12,2 in 1973/74).

Summary of the cereal balance sheet in 1974/75

(million tons)

Wheat Oats and
(durum Rye [Barley | summer Maize Other Total
and common) mixed corn cereals
Stock change ' - 2,9 |-0,2| - 0,9 - 0,1 - 0,3 0 -4,
Net extergal
balance - 2,1 [+0,2| -1, + 0,2 +12,2 +1,2 +10,4
Domestic use
less production - 5,0 0 - 243 + 0,1 +11,9 + 1,2 + 6,0
Self- suppl
TRy 11245 |100,0| 107,1 98,6 5447 21,2 94,7
! + = stock reduction; - = stock increase.
+ = net imports; -~ = net exports.

As a result of the much poorer crops in 1975 and also an increase of 1 to
2% in animal feed use, the overall level of self-supply is expected to have
declined to around 85% in 1975/76. The increased deficit has been met in
part by a decrease of 4 to 5 million tons in stocks and in part by an
increase in net imports which have risen to about 12,4 million tons.

(e) Stocks:

At the beginning of the 1975/76 marketing year, total stocks were
estimated at about 18,8 million tons of which 2,1 million tons were held
on farms, Of the 16,7 million tons of stocks on the market or in
intervention stores, common wheat accounted for 8,8 million tons, durum
wheat for 0,9 million tons, barley for 2,3 million tons and maize for
3,6 million tons.
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By the end of the marketing year the market and intervention stocks are
expected to have fallen to about 11,5 million tons, including 5 million
tons of common wheat (15% of production), 1,3 million tons of durum wheat
(31% of production), 1,3 million tons of barley (4% of production) and

3,2 million tons of maize (23% of production but only 12% of consumption).

4. Trade

(2) Between Member States:

The average rate of increase in trade between Member States of the

original Community has been about 14% per year since n1967/68" (based on
export statistics). As regards the enlarged Community, the large increase
noted between 1972/73 and 1973/74 was almost completely reversed in 1974/75
despite the large 1974 crop. The explanations for these variations
advanced in last year's report remain valid. Briefly, these were that the
level of intra~trade in 1973/74 was unusually high because of the
competitive advantage afforded to French cereals by the suppression of
monetary compensatory amounts (up to October 1973) and that high world
market prices made supplies of Community origin more than usually
attradtive to using industries. On the other hand, in 1974/75, producers
in surplus areas of the Community retained cereals in the expectation of
higher prices but the world market fell rapidly and unexpectedly leading to
large imports which in part filled needs normally met by intra-trade.

The two most important components in this intra=-trade are the exports of
French cereals to other Member States and the re—exports from the
Netherlands of imported cereals mainly to Germany and the United Kingdom.
The explanations given above apply particularly to French exports which
increased by 40% between 1972/73 and 1973/74 and then in 1974/75 declined
to below their 1972/73 level. French exports to other Member States in
1975/76 made a further recovery to almost the level of 1972/73 despite a
level of production which was 26% less than in that year. In particular,
exports of wheat increased some 32% between 1974/75 and 1975/76 whereas
exports of maize and barley remained almost unchanged; such a large
increase may be partly explained by the monetary disturbances following the
floating of the French franc in March 1976.

The re—exports from the Netherlands, particularly those to the new Member
States, tend to vary for technical reasons. The ports in the Netherlands
offer considerable advantages to importers, especially when using very
large vessels for shipment; goods are therefore sent first to the
Netherlands and then transhipped to other Member States. Such
transhipments are only re—exports when the goods are customs cleared in
the Netherlands and this generally occurs when there is a financial
advantage arising from the interplay of accession compensatory amounts and
import levies. :
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Hence in 1974/75 there was an increase of 61% in Dutch exports of maize
to other Member States as a result of judicious advance fixing of low
import levies when the world market price was falling rapidly and the
accession compensatory amount was rising; in 1975/76, however, these
exports fell by 22% compared with the previous year because advance fixing
of the import levy was suspended during the period when the accession
compensatory amounts were varying. On the other hand, Dutch exports of
wheat (for which advance fixing remained possible) increased by 76% in
1975/76. These experiences suggest that the high level of Dutch exports
and to a lesser extent Belgium and German exports, to other Member States
are a temporary and artificial phenomenon which should decrease
substantially at the end of the accession transitional period when,
although transhipment operations will continue because of their economic
advantages, there will be less financial incentive for customs clearance
to take place in the Netherlands.

(b) With non~member countries:

Imports from non-member countries into the original Community have

remained at around the same level since "1967/68". Within that period,
however, imports declined initially but have been increasing since 1971/72.
Imports into the enlarged Community, on the other hand have declined as the
new Member States have received more cereals from France. The absolute
level of imports into the Community (reduced by the estimated level of
transhipments) was about 21,2 million tons in 1974/75 (1,1% less than in
1973/74; of which some 12,5 million tons were maize (1,3% more than in
1973/74 . In 1975/76 the corresponding figures are, for all cereals,
around 24 million tons (12% more than 1974/75) and, for maize, between

13 and 13,5 million tons. In 1974/75 about 75% of the maize imports came
from the United States whereas in 1975/76 this proportion has risen to over
80%; in both years the remainder came mainly from Argentina and South
Africa. Imports of sorghum which had reached 1,2 million tons in 1973/74
and 1974/75 are believed to have risen to about 2 million tons in 1975/76.
Barley imports fell from 1,7 to 1,2 million tons between 1973/74 and
1974/75 but in 1975/76 have risen to about 2 million tons; about 50% of
the 1975/76 imports came from Canada and 25% from Australia.

Imports of common wheat amounted to 4,2 million tons in 1974/75 but rose to
around 5 million tons in 1975/76; around 90% of these imports come from
North America and more than half were imported into the United Kingdom.
Durum wheat imports have decreased from 1,4 million tons in 1973/74 and
1974/75 to around 1 million tons in 1975/76. In 1974/75 and 1975/76
about 95% of the total imports came from North America.
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Exports from the original Community have been increasing by 9% per year

on average since "1967/68". As regards the enlarged Community, exportis
increased by 16% to 10,8 Mt in 1974/75 and, within this total quantity,
common wheat accounted for 69% and barley 24%. Exports of common wheat

in 1975/76 are estimated at about 7,3 Mt (7,5 million in 1974/75) which were
broken down as follows: 6,6 Mt commercial sales, of which 2,6 million in the
form of flour, and 0,7 Mt as food aid, of which 250 000 t in the form of
flour. As in previous years, the countries of the Indian subcontinent

and North Africa have been among the largest buyers of Community wheat

and flour though in 1975/76 large quantities of wheat have also been

taken by certain East European countries, notably Poland, Romania and
Yugoslavia.

Barley exports in 1975/76 are estimated at around 3,5 Mt (2,6 million
in 1974/75) of which some 1,4 Mt were in the form of malt. Whilst

malt is exported to many different countries, the bulk of barley exporis
have been to BEuropean countries (particularly Switzerland, Eastern
Furope and the USSR) and to the Mediterranean area.

5 Prices

(a) Common prices:

When fixing the prices for 1976/77, the Council adopted a new, more
coherent, system for cereals prices to apply from 1977/78. This system
envisages a single intervention price for all feed grains (including

feed wheat) and a greater margin between the intervention price and the
threshold price in order that the market may have more freedom to balance
supply of and demand for the different types of feed grain; at the same
time there will be differentiated threshold prices for bread wheat and
rye with the possibility of special intervention measures to support the
price of wheat which is suitable for bread-making at the level of the
reference price for this product.

The prices fixed for 1976/77 represent a transitional step which in fact
goes a long way towards the new system; at the same time the regional
differentiation of intervention prices for common wheat was suppressed,
The increases in target prices ranged between 5,5% for durum wheat and
9,0% for common wheat and maize. The intervention price for common wheat
was fixed at 131 u.a./t but this was only for wheat of bread-making
quality; for feed wheat a reduction of 15 u.a./t is applied at
intervention so that the price effectively becomes 116 Uea./t which is
equal to the intervention price for barley, the pivot of the system. The
intervention price for maize remains 3,3% below that of barley.

(b) Internal market prices:

A%t the beginning of the 1975/76 marketing year prices were relatively
firm as a result of world market situation at that time. Towards the
end of 1975 they decreased slightly in relation to the intervention

price, again following the tendency of the world market. In the first



half of 1976, prices firmed again firstly as a result of increased
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export commitments and later as the effects of the drought started to

become apparent,

Average difference between market price and intervention price in 1975/76

Common Durum

wheat wheat Barley Maize
Germany 1,6 ﬁ 4,% ﬁ
France 6,3 0,1 6,2 14,3
Italy x - 0,5 x 23,3
Netherlands 3,3 x 10,9
Belgium 0,1 x 6,6 x
United Kingdom 19,5 x 23,9 x
Denmark x x 8,9 x

v

The only cereal for which prices were particularly depressed was durum
wheat for which the market price in Italy was below the intervention price

for the first 7 months of the marketing year.
Community crop of mediocre quality which did not move readily into
consumption when faced with the superior quality of imported grain.

(e) World prices:

This was due to a large

On average, world market prices (cif Rotterdam) for common wheat and
barley have risen whilst those for durum wheat and maize have fallen in

1975/76. The range of prices experienced in 1975/76 is given below:
Highest and lowest monthly average prices in 1975/76 - cif
Antwerp/Rotterdam
Highest Lowest
Type
u.a./m.t. | month u.a./m.t. | month
Common wheat:
Hard Winter II Ord. 139.75 Sept. 1975 || 119.28 Jan. 1976
Dark Northern Spring II/14% 161.98 Sept. 1975 || 138.73 April 1976“
Barleys
Canada Feed I 126.52 Sept. 1975 | 105.27 April 1976
Maizes
Yellow Corn III 116.40 |Aug. 1975 || 99.13 |Dec. 1975
Durum wheat:
US Hard Amber Durum III 200.73 Aug. 1975 [! 138.20 April 1976
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The high prices at the beginning of the marketing year were centred on the
poor 1975 crops in the USSR combined with a continuing high level of
demand in other importing countries. On the other hand there was a high
level of production in the main exporting countries and Russian importis
were limited by port capacity and by the agreement reached with the United
States on total sales volume. As a result markets calmed by late 1975 but
early in 1976 rose in response mainly to fears for the US winter wheat
crop which was suffering from drought at that time. In the end 1975/16
turned out to be a year with high demand but also high production with the
result that world stocks changed little.

The concern for the 1976 US winter wheat crop proved unfounded and, apart
from the drought in Europe, the 1976 crops appear to be abundant in the
major exporiing countries; good orops are also repurted in areas which
have been large importers of wheat, particularly India and North Africa,
8o the wheat market has weakened considerably. By early October 1976
wheat prices had descended to levels about 207 below the lowest in 1975/76,
the fall in hard wheats being greater than that in soft wheats, i.e.,
quality premiums have been reduced; for durum wheats the price had gone
down almost 30% to below the price of the better quality hard wheats.

Feed grain prices were under less pressure because demand remained strong,
particularly in Burope; the barley price was lititle changed and maize had
gone down about 6% to a price level similar to that of Hard Winter wheat.

The generally lower level of prices in 1976 has prompted a more aggressive
export policy in the United States including increased foed aid (PL 480)
and commercial credits for the purchase of US cereals; these measures have
been complemented by a recent increase in US Loan Rates.

(d) Consumer prices:

Bread prices increased by 12-13% between 1974 and 1975 though this is less
than the average 18% rise recorded the previous year. The increases varied
between 5,4% in Italy and 17,4% in Ireland. The degree to which those
increases were due to wheat prices is probably very small though it is

more difficult than ever to determine. Bread prices are principally
determined by distribution and manufacturing costs and by government price
controls and/or consumer subsidies.

6. Short term outlook

In contrast to the situation at the beginning of the 1975/76 marketing
year, the Community's stocks of cereals (apart from durum wheat) were
relatively low on 1 August 1976, To this must be added the very poor
crops of most cereals and the expectation of a greater demand for animal
feed as a result of the effects of the drought on fodder supplies and
increased production in the intensive livestock sector. The result is a
tight situation in the Community, particularly for feed grains. Imports
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of maize and barley are expected to be very much higher than in the
previous marketing year though as regards barley there is a shortage on
the world market which may make it difficult to realize the level of
imports hoped for. Barley is unlikely to be available for export except
in the form of malt.

Community supplies of common wheat, though not as abundant as usual,
should permit the normal level of exports of flour and also the
realization of the food aid programme; sufficient wheat should also
remain for the supply of countries which are traditionally dependent on
the Community. Prices have been extremely high during the first 2 months
of the 1976/77 marketing year and it seems that producers are retaining
wheat in the hope of still higher prices; there is therefore a risk that
consuming areas will cover their requirements by importing and that
internal prices will fall during the second half of the marketing year.
The world market, on the other hand, is over-supplied, especially as
regards wheat, stocks of which are almost certain to rise significantly
by the end of the 1976/77 crop year; feed grains are likely to be
sufficiently abundant to meet the expected increase in demand.

Te Economic aspects of the measures taken

(a) Levies and refunds

(1) Import levies:

Import levies were reduced to zero for oats, barley and durum wheat for
several periods during the first three months of the 1975/76 marketing
year. These periods were as follows:

Barley =~ 14.8.1975 to 4.9.1975
and 17.9.1975 to 10.10.1975

OatS — 21.8.1975 to 29.8.1975

Durum
wheat b 19.8.1975 to 2908-1975
6¢9.1975 to 10.9.1975
and 25.901975 to 3009.1975

Advance fixing of the import levy for barley and maize had been suspended
in February 1975 and remained so during the first half of the marketing
year. Therefore there was no risk of excessively cheap imports of
feedgrains as import levies gradually increased during this period. As
stability returned to world markets it was possible to re-introduce the
possibility of advance fixing of the import levy with effect from

15 January 1976 though at the same time the period of validity of import
licences was limited to 30 days for feed—grains and 45 days for common
wheat. However, the need to facilitate imports of feed-grains at the
beginning of the 1976/77 marketing year led to an increase in the period
of validity of import licences to 60 days for these products,
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(2) Export levies:

Export levies were fixed for most products from 19 August 1975. These
were never very large (maximum of 17 u.a./t for wheat, 20 usa./t for
barley and 12 u.a./t for maize) but were sufficient to ensure that
exports took place through tenders. Some exports of barley took place
with an export levy fixed at tender. All export levies were finally
suppressed on 7 November 1975.

(3) Export refunds:

Most of the exports of wheat and barley took place with refunds fixed
under the tendering system. Tenders for the export refund and/or levy
were open from the beginning of the marketing year until May 1976, 1In
addition some exports to nearby countries were made with normal refunds
but under export licences which were valid for only 30 days.

Certain difficulties were encountered as a result of large quantities

of export licences with a 12 month period of validity which were issued
for malt during the months of June and July 1975; the quantity involved
was about 1,5 million tons with advance fixing of high rates of refund
which were based on the very low prices for barley on the world market
in the immediately preceding period. As a result of this experience,

no more refunds were fixed until considerably more siringent conditions
were applied to the issue of these licences with effect from June 1976,

(b) International agreements and food aid

The Community's commitment for 1975/76 under the Food Aid Convention
amounted to 1.287.000 tons of cereals, of which 708,000 tons were direct
Community aid. The proportion of the direct Community aid commitment
which had been effected by 31 July 1976 was 12,3% in respect of the
1975/76 programme and 99,3% in respect of previous programmes. As
regards aid by Member States the corresponding proportions were 23,1%
for the 1975/76 programme and 87,7% for previous programmes.

(¢) Intervention

In 1975/76 intervention stocks of wheat and barley were halved whilst stocks
of durum wheat, increased from 6.000 to 400.000 tons to which should be
added around 200,000 tons in Intervention B (Community financed storage
contracts for private stocks). Much of the stock of durum wheat is of

the variety Durtal which is not suitable for making pasta (except as a

very small proportion with other varieties). The disposal of these

stocks will therefore be extremely difficult, particularly when the

world market for durum wheat is extremely weak.
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Details of changes in intervention stocks during 1975/76 were as

follows:

Intervention stock changes in 1975/76

(1,000 tons)

Common Durunm ‘
wheat wheat R?‘ Berley
Stocks in 1.8.1975 2.412 6 - 286 582
Receipts 176 396 21 3
Sales - on the
Community market 304 1 32 62
-~ for export 1.589 (o] 83 266
Fet change -1117 + 395 - 94 - 325
Stocks on 1,8.1976 1,295 401 192 257

(4) Uniformity of prices — Accession compensatory amounts

The disparity between intervention prices in the original Member States
and those in the United Kingdom, the new Member State with the lowest
prices, remain relatlvely large because of the incorporation each year
of the general increases in cereals prices. For 1975/76 the differences
were as follows:

Intervention prices: August 1975

(veas/t)

Common wheat Barley
Duisburg 125,93
Rouen 121,96 110,96
Rotterdam 125,15
London (Tilbury) 98,53
Cambridge 94,41 85,88
Enniscorthy 120,05

The accession compensatory amounts for the United Kingdom in 1976/77 amount
to 18,58 u.a./t for common wheat and 17,48 u.a./t for barley.

At the beginning of the 1975/76 marketing year there were periods during
which the compensatory amounts were abated when the import levies were
very small. Since this situation has in the past led to abuses of advance
fixing of these amounts, advance fixing was suspended with effect from

5 September 1975 as regards maize and barley and certain products of
those cereals.
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8. Budgetary expenditure

The expenditure of the EAGGF Guarantee Section on cereals was

399,7 million u.a. in 1974, 620,9 million ue.ae in 1975 and is
estimated at 691,8 million u.a. for 1976, or 12,9%, 13,1% and
11,9% respectively of total expenditure by the Guarantee Section.
The 691,8 million u.a. for 1976 breaks down into 391,8 million u.a.
for export refunds and 300 million u.a. for storage aid, of which
167,2 million u.a. for aid to durum wheat.
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2e RICE1

1« Introduction

2
In 1975, rice™ represented 0,3% by value of final agricultural production
and accounted for 0,2% of total UAA.

Rice is produced in only two Member States: Italy, which accounted for
96,6% of the 1976 harvest, and France. In 1976, 191.000 ha were under
rice; there was an increase of 2,2% per annum between "1968" and "1975".

The world rice harvest was estimated at 344 million t in 1975; Community
production in the same year amounted to 1,06 million t of paddy rice or
0,31% of total world production.

According to the FAO, the total world area under rice cultivation in 1975
was 140,85 million ha, of which the Community accounted for 195.000 ha,
or 0,14%. The difference between the percentages for production and area
is due to the fact that yields in the Community (57,4 quintals of paddy
rice per ha) are 136% higher than the world average (24,3 quintals/ha).

The following is a breakdown of Community production and area under rice

in 1976/77:

Italy France
Production ('000 t) 834 29
Yield (quintals/ha) 45,6 36
Area ('000 ha) - 183 8

2. Production

In 1975, rice production in the Community amounted to 846.000 t, a decrease
of 1,7% on 1974. However, the 1976 figure of 863.000 t is 2% above the
previous year and 27% above "1968". This increase is caused partly by

the expansion of the area under rice (+0,9% per anmum between "1968" and
"1975") and partly by the increase in yield per ha (+2,4% per annum between
n1968n and n1975n).

Although the areas have increased by 5,2% per anmum between "1968" and
"1975", the area under rice in France has fallen by 11,1% per annum during

the same period.

It is highly unlikely that the areas under cultivation in Italy will be
further increased because of the difficulties of finding the special
conditions required for rice cultivation.

Yields vary sharply from one year to another as a result of weather
conditions, fertilizers employed and varieties sown.

See tables II B/2.1 to II B/2.5 of Part II.
In this document, the word "rice" means husked rice unless otherwise

stated.
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3. Consumption

In 1974/75, the Community's total rice resources amounted to 1.183.000 t,
of which 972.000 t were utilized within the Community, i.e. 3,6% less than
in 1973/74. This latter amount was made up as follows: human consumption,
88,3%; industrial use, 3,7%; feedingstuffs, 4,3%; seed, 3,4%.

(2) Hupan consumption

Total gross human consumption of rice fell from 878.000 t in

1973/74 to 858.000 t in 1974/75 (-2,3%). The per capita consumption
of prepared rice fell by 13,8% (2,5 kg in 1974/75 ageinst 2,9 kg in
1973/74). However, it should be noted that per capita consumption
in the Community of Six increased by 1,9% per annum between

" 967/6801 and "1 973/74n .

(b) Animal consumption

Animal consumption of rice in 1974/75 was 42.000 t against 43.000 t
in 1973/74. Between "1967/68" to "1973/74", however, it increased
by 16,7% per annum, from 17.000 t to 43.000 t.

(c) Industrial use

In 1974/75 the quantity of rice used in industry (36.000 t) fell
by 23,4% compared with 1973/74 (47.000 t). The volume of rice
used in industry varies significantly, depending on the ratio

of the price of broken rice to that of maize, a competitive
product for brewing and starch production.

(d) in 1974/75 the self-supply rate of the Community was 88% against
90% in 1973/74.

4. Trade

The Commmnity's imports from non-member countries amounted to 323.000 t
in 1974/75, i.e. 98,000 t or 23,3% less than in 1973/74. However, from
"1967/68" to "1973/74" imports rose by 1,1% per annum.

In the 1973/74 marceting year, the Community's exports of rice to
non-memver countries amounted to 383.000 t, as against 291.000 t in
1973/74 (+31,6%4). From "967/68" to "1973/74" exports rose by 8,4%
per amrum.

In 1974/75 the Community's external balance for rice showed a surplus of
60.000 t, while the figures for 1972/73 and 1973/74 had shown a shortfall
of 154.000 and 130.000 t respectively. The external balance for rice
fluctuates widely from year to year according to variations in harvest
and the demand for rice on the world market.

In 1974/75 the Comuunity's share of world trade was estimated at 5,1%
of export and 4,4% of imports. The Community's principal suppliers of
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rice are still the United States, South America and Thailand, in that order.
With occasional exceptions, Community exports mainly go to the Mediterranean
countries, Africa and Italy's neighbours.

If intra~Commnity trade continues to increase (increase of 15,2% per
anmum between "1967/68" and "1975/74"), imports from outside the Community
may be expected to decline in the years to come. In 1974/75
intra~Community trade amounted to 342.000 t against 320.000 t in 1973/74,
an increase of 6,%%.

5. Prices

(a) Common prices

For 1976/77, the target price for rice was raised by 9% and the
intervention price for paddy rice by 6%.

(b) Market_prices
In 1975/76, market prices in the main rice-producing region
(Vercelli) averaged 206,4 u.a./t for round-grained paddy rice

(25,6% above the intervention price), and 219,7 u.a./t for
long-grained paddy rice (21,8% above the intervention price).

(c) Hozld prices
Prices on the world market have fallen constantly since the end
of the 1973/74 world shortage of rice.

In 1975/76, world prices for round-grained rice were 33,4% down
on the price for the previous year and for long-grained rice 26%
down. This amounts to a fall of 53% (round-grained rice) and
50,7% (long-grained rice) compared with 1973/74.

In September 1976, cif Rotterdam prices were below threshold prices
by:

47,9 for round-grained husked rice
43,8% for long-grained husked rice

45,3% for round-grained milled rice
58,4% for long-grained milled rice

36,3% for broken rice.

(a) Consumer prices

‘ The only statistics available concerning consumer prices up to 1974
were supplied by one producer country, Italy, and one non-producer
country, Germany. For 1975, the figures for France also, which
both produces and imports rice, are available.

Member State 1969 11970 | 1971 1 1972 [ 1973 | 1974 | 1975
Ttaly Lit/kg 260 | 264 | 278 | 288 |[432 |454 | 468
Germany DM/kg - 1,98 | 2,11 | 2,37 2,50 | 2,66 | 3,26 | 3,34
France FF/kg ~ - - - - = 5,05

Source: Commission of the Buropean Communities, DG VI,
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The greatest increase (50%) in Italy took place between 1972 and
1973 (world shortage of rice). The increases for 1974 and 1975
were 5% and 3% respectively.

The increase in Germany was smaller in 1973 (6,4%) and greater
in 1974 (22,5%). The increase in 1975 amounted to 2,5%.

Outlook

Short-term

The 1976/77 harvest is estimated at 846.000 t, or slightly more
than in 1975/76. The rice harvested is of excellent quality.
The proportion of round-grained rice in 1976/77 production is
higher, and will cover all the Community's requirements. This
harvest will produce a structural surplus of about 250.000 t to
be exported onto a world market where there is a surplus and
prices are very low and may fall further. Because of the potato
shortage in 1976/77, human consumption of rice in the Community
is likely to rise, and this could have a favourable effect on
intra-Community trade in Community-produced rice.

Medium—term

Because water is needed to irrigate areas under rice, only a
slight increase can be expected in this figure. Unless the
weather is unfavourable, the yield per hectare, which is
already very high in the Community, can be increased even
further. Production will probably remain above 1 million t of
paddy rice. The slight increase in harvest resulting from high
yields will probably be balanced by a rise in consumption on
the same scale. The exportable surplus will therefore be
maintained at around 250.000 t.

Fconomic aspects of measures taken

Levies and refunds

Since world market prices began to fall at the end of 1974, import
levies have constantly risen. The average for the 1974/75 and
1975/76 rice years was as follows:

in u.a./t
1974/75 1975/76
Round-grained husked rice 0 71,64
Long-grained husked rice 13,81 92,44
Round—-grained milled rice 12,69 109,59
Long-grained milled rice 67,77 195,62
Broken rice 0 23,45

An export refund was fixed between November 1975 and January 1976

for long-grained milled rice and from June 1976 onwards for
round-grained milled rice. These refunds enabled small quantities

10 be exported to countries close to the production areas. From

16 to 21 January and from 13 February to 10 March 1976, differentiated
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refunds for zone IV (South America) were granted for long-grained
milled rice. From February 1976 onwards, refunds were granted for
exports of long-grained husked rice and round— and long-grained
milled rice to Austria, Liechtenstein and Switzerland.

Most exports were effected by way of tendering for the refund.
During the 1976/77 rice year, contracts for the following quantities
were awardeds

1000 + Average refunds
u.a./‘t
Round—-grained husked rice 1,7 18,9
Long-grained husked rice 5,3 45,8
Round-grained milled rice 2,8 24,5
Long-grained milled rice 102,0 95,3

(b) Food aid

A total of 23.700 t of milled rice was supplied as food aid in 1975,
compared with 12.700 t in 1974. The amount supplied in the first
nine months of 1976 was 17.200 t. Most of this aid was supplied
via the International Committee of the Red Cross and the United
Nations High Commission for Refugeses.

(c) Quantities submitted for intervention

No interventiontook place in respect of rice in the 1973/74,
1974/75 and 1975/76 marketing years.

(a) Stocks

At the beginning of the 1975/76 marketing year rice stocks amounted
to 176,000 t. This figure should be considered normal for the
Community. Stocks at the beginning of the 1976/717 marketing year
are estimated at 235.000 t. The increase of 59,000 t is due in
particul§r to the doubling of stocks in Italy (104,000 1 against
52.000 t).

(e) Compensatory_amounts

1. Accession compensatory amounts
The accession compensatory amounts for rice, fixed at the same level
for all three new Member States, reflected when they were first set
the gap between world and Community prices. The accession
compensatory amounts for 1975/76, harmonized at the rate laid down
in the Accession Treaty, were applicable in full because of the high
import levies.,

2. Monetary compensatory amounts
So far no monetary compensatory amounts have been fixed for rice.

8. Budgetary expenditure

Expenditure by the Guarantee Section of the EAGGF in respect of the rice
sector amounted to 1,2 million u.a. in 1974, 4,2 million u.a. in 1975 and
is estimated at 30,0 million u.a. for 19763 these figures represent
respectively 0,04%, 0,09 and 0,5% of the Guarantee Section's total
expenditure. The figure of 30,0 million u.a. for 1976 is made up of 28,7
million u.a. in export refunds and 1,3 million u.a. in price compensatory
measures.
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SUGAR1

Introduction

The end of the 1974/75 sugar year marked the completion of the first
seven—year period of common organization of the sugar market. From the
very beginning, the cornerstone of this common organization has been the
prices and quotas system. This system has been brought up to date and
maintained for the second period of common organization of the sugar -
market, which will last until 1979/80. The original basic Regulation

on sugar (Mo 1009/67/EEB) was replaced in December 1974 by a new one,
Regulation (EEC) No 3330/74, to which was later added a chapter on the
inclusion of preferential sugar from the ACP countries in the common
organization of the market.

The general rules governing the common organization of the sugar market
have been maintained for the new period, with certain important amendments:

1.

2.

30

The total basic quota, i.e. quota A, has increased from 7.820.000

to 9.136.000 t of white sugar, an increase of 16,8%. In calculating
this quantity, the reference production of the years 1968/69 to
1972/73 was taken into account wherever possible.

Tn the calculation of the production levy, sugar beet growers and
sugar manufacturers benefit from an adjustment since any income
derived from export levies in the sugar sector is used to compensate
for losses resulting from sugar produced in excess of the guaranteed
quantity and therefore subject to a production levy. Income from
export levies may therefore reduce or even cancel out the production

levy.

In order to ensure normal supplies to the Community a system of
minimum stocks has been established. The extra costs incurred in
maintaining them are taken into account when fixing sugar prices.
This minimum stock is, in principle, 10% of the basic quota of
each undertaking, or 10% of an undertaking's production where
this is smaller than its basic quota. Preferential sugar is &also
included in this system of minimum stocks, which will be applied
for the first time in the 1976/77 marketing year.

With regard to the structural development of the sugar gector, concentration
and rationalization in the sugarbeet industry and in beet—-growing have
continued. The United Kingdom sugar industry has announced large—~scale
expansion plans.

15ee Tables IT-B/3.1 to IT-B/3.10 of Part II.
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In the Community sugarbeet represents in all 2,7% of the value of
final agricultural production, but it should be noted that output
is above this average in Belgium and the Netherlands and below it
in the United Kingdom. Sugarbeet occupies a total of 1,% of
the UAA in the Community.

2. Production

The total area under sugarbeet in the Community in 1975/76 was
1.828 million hectares, an increase of about 16% on the previous
year, The main countries where the increase was above average
were Italy (37%), Ireland (27%) and Denmark (27%).

The increase in acreage shows that farmers and sugar producers
have reacted as the situation required, with the result that a
favourable effect on prices and sales levels may be expected,
and that they also made full use of the inducements offered by
the Council for increased sugarbeet growing. The unusual
shortage of sugar in 1974/75, in the Community and throughout
the world, should be recalled here, since the Community was
forced to subsidize the import of half a million tonnes of sugar
Three of these inducements should be singled out:

1. When the new basic Regulation was adopted in December 1974,
the coefficient used to calculate the maximum quota for 1975/76
was set at 1,45.

2. The new Regulation also laid down that the maximum quota for
each enterprise for the 1976/77 marketing year should not be
lower than the volume of output achieved by the undertaking in
the 1975/76 marketing year.

3+ In March 1975 prices were increased by 15% and it was decided
at the same time that no production levy would be imposed in

1975/76.

The increased production expected from the increase in the area
under sugarbeet has only been achieved in part. Yields were

lower than in 1974/75, and Community production in 1975/76 amounted
to 9.682.000 t (compared with 8.565.000 t in 1974/75).  Yields

in 1976/77 are expected to be low, so that relatively poor yields
will have been obtained in three consecutive years.

As a result of the increased basic quotas for undertakings from
1975/76 onwards, the difference between the basic quota and the
maximum quota was substantially lower than in the preceding
marketing year (1.067.000 t against 1.380.000 t), in spite

of increased production. For the same reason only a small
amount was produced in excess of the maximum quota (C sugar),
namely 97.000 t against 207.000 t in the previous year.
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3. Consumption

Statistics show that human consumption of sugar in the Community
amounted to 9.510.000 t in 1975/76, a minimal increase (0,3%)
over 1974/75. It is likely that the increased consumpiion
resulting from the crisis of 1973/74 (about 9%) is still
delaying further developments.

The reduction of stocks held by retailers and consumers is

probably not completed everywhere, although there are no statistics
available on this subject. Moreover, some observers consider

the rise in consumer prices, which have risen more steeply since
1973/74 than before, plus a generally less favourable economic
situation, as being responsible for the near stagnation in

sugar consumption.

Two other factors which have appeared more and more clearly since
1975/76 as reducing sugar consumption are the production and

sale of starch-based sweeteners. In particular, high-fructose
glucose syrup is a new product capable of replacing

sucrose~based liquid sugar in many fields. The substitution
ratio by dry weight is 1/1. This product is capable of
replacing sugar in the manufacture of drinks, sweets,
confectionery and jams. Community production of high~fructose
glucose syrup is at present put at some 80.000 t per year

(dry weight) but this capacity should increase considerably.

4., Trade

The drop in intra-Community trade in 1975/76 reflects the
considerable changes in the supply situation of the two Member
States with the highest shortfalls, namely the United Kingdom
and Italy, where home production was in some cases appreciably
higher than in previous years.

The main component in Community sugar imports in 1975/76 was
that from the ACP countries, which supplied a little under
1 9 3 million t.

Exports took the following forms:
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990,000 t with export refunds or levies, by invitation to tender
155.000 t with periodic refunds
211.000 t without refunds, but exempt from the export levy
9.000 t supplied as food aid
260.000 t with or without refund, in the form of processed products

90.000 t of C sugar without export refund or levy

T ———

1.715.000 t .

5. Prices

It was decided to increase prices for 1975/76 by 15%. This increase,
higher than the average for other agricultural products, was intended
to stimulate production. Other measures were also taken (see
introduction) to reinforce these incentives, and this led to a
considerable increase in the area under sugarbeet (16,3%).

In the spring of 1976 new Community prices for the sugar sector for
1976/77 onwards were fixed. The increase amounted to 8% for
sugarbeet and 8,8% for white sugar. The difference in increase

is explained by the additional increase of 0,25 u.a./1OO kg for
white sugar to cover the special costs borne by undertakings for
the first time in the 1976/77 marketing year because of their
obligation to maintain a minimum stock.

At the same time the guaranteed price for preferential sugar from
the ACP countries and countries and territories treated on the
same footing was increased from 25,53 u.a./1OO kg in 1975/76 to
26,70 w.a./100 kg in 1976/77.

In 1975/76, market prices in many regions of the Community
oscillated between the guide price and the intervention price at
a level which they had already often reached in the periods of
shortage during the second half of the previous marketing year.
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6., World market developments

After several years of relative shortage on the world market, supplies
progressively increased during 1975/76. The poor harvest in the
Soviet Union and the below-average production in most European
countries helped until spring 1976 to stabilize world prices, but
these have since dropped considerably, reflecting the clear
improvement in the supply situation on the world market. Nor did
the poor harvest prospects afforded by the drought in a large

part of Europe in the summer of 1976 provide more than temporary
support for international prices. World supplies appear very
good at present. In 1975/76 world production reached some

82,9 million t (gross value), exceeding forecast consumption by
about 2,4 million t. In September 1976 prices on the world
market for white sugar were at 22,29 uw.a./100 kg (Paris exchange);
this was about 63% of comparable Community prices.

7. Outlook

It is expected that world sugar production in 1976/77 will lie
between 86,5 and 88 million t (gross value), an increase of
between 4 and 6%, due in particular to the good harvest prospects
in the Soviet Union and the southern hemisphere.

World sugar consumption stagnated between 1973/74 and 1974/75,
because of high prices on the world market and a poor economic
situation. In regions of high consumption (Community, United
States) it fell and does not currently seem about to make any
great recovery. However, prices are again lower on the world
market and this should help consumption to recover in many less
industrialized countries, especially developing countries.
World production in 1976/77 is expected to exceed consumption
easily, and this would lead to a corresponding increase in stocks
at the end of 1977. On the whole, international sugar prices
in 1976/77 may be expected to remain considerably lower than
Community prices.

It is not yet possible to say whether the expected developments
on the world markets will lead to a drop in the area at present
under sugarbeet in the Community. Even if this area is slightly
reduced, the Community will have quite large amounts of sugar
available for export in 1977/78, provided that the harvest is
normal and taking into account the preferential sugar imports
agreed upon.
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8. BEconomic aspects of the measures taken

At the beginning of the 1975/76 marketing year, reduced levies
were still being imposed on the export of unprocessed sugar.
With the progressive fall in world prices, export levies

ceased from November 1975. At one period both export levies
and import levies were fixed. Export refunds have been granted
since November 1975. The imports and exports listed in the
chapter on trade permitted a general equilibrium in the
Community's sugar supply situation. No sugar was sold to
intervention agencies during the year.

9. Budgetarx expenditure

Because of the Council's decision not to charge any production

levy in 1975/76, losses from the export of sugar were borne entirely
by the EAGGF. Expenditure on subsidized imports of sugar and
other measures to encourage sugar production during the shortage

in 1974/75 were spread over the budgets for 1974 and 1975.

Budgetary expenditure for 1976 is estimated at 270 million Uede,
including 95 million u.a. for export refunds and 26 million u.a.
for compensatory payments covering monetary risks. The latter
payments form the balance of the costs for the subsidized import
of sugar which, as already stated, were spread over the budgets
for 1974 and 1975. Another major item of expenditure is the
reimbursement of storage costs which, although distributed over
several years, corresponds to the income from the levy for
storage costs, Other sources of income are the import levies
on sugar imported in processed products, which may be put at
about 15 million u.a. for 1976,

Budgetary expenditure by the Guarantee Section of the EAGGF
totalled 108,8 million u.a. in 1974 and 309,2 million u.a. in
1975;  the estimated figure for 1976 is 270,4 million u.a.
These figures are respectively 3,5%, 6,5% and 4,65 of the
total expenditure of the Guarantee Section.

However, in order to obtain a realistic estimate of the cost of the
common organization of the market in sugar, the sugar contributions
levied on sugar manufacturers and beet producers in respect of storage
costs and production should be deducted from the budget expenditure
figures given above,

The EAGGF "sugar contribution" appropriations amounted to TT7e3 million
Ueas in 1974, 10647 million ue.ae in 1975 and 112 million ueas in 1976,



- 28 -

4. OLIVE OIL'

1. Introduction

Of the Community's olive o0il production, 0,5% comes from France, and
99,5% from Italy, where this product in 1975 accounted for 6,4% by value
of national agricultural production and 1,3% by value of Community
agricultural production,

Ina normal year production covers about T70% of the Community's olive

0il requirements; according to certain estimates the total number of
olive trees in the Community, both cultivated and not, is about

190 million, of which 185 million are in Italy and 5 million in France.

Since the establishment of the common organization of the market in oils
and fats, the scale of olive cultivation in the original Community has
little changed, Olive groves cover around 2,3 million hectares (about
2,28 million in Italy and 38.000 in France), representing 2,3% of the
Community's total UAA, and are in the hands of 1,2 million growers.

In a normal year Community olive oil production represents 30% of

world output. However, because olive trees are subject to alternate
bearing, olive o0il production may vary very sharply from one year to

the next.

According to the International Olive 0Oil Council, the total world area
devoted to olive cultivation amounts to 10 million hectares; the Community
area is thus 23% of the world total.

Trends on the olive oil market in the original Community since 1972

The difficulty of establishing figures for the olive oil marketing
years from 1966/67 to 1971/72 and in analysing market trends were
set out by the Cogmission in a report sent to the Council on

26 September 1972°.

As this difficulty persists, the Council decided to establish a
register of olive cultivation in the Community.

2. Production

On the basis of applications for subsidies, production in 1974/75
amounted to 446.300 t in Italy and 1.636 t in France.

On the same basis, production in France in 1975/76 amounted to 2.250 t.

In Italy the volume of applications for subsidies is not yet known.
However, according to certain sources, they might well represent 590.000 t.
In view of the strengthening of controls, particularly the stricter
application of target yields in Italy, it is probable that part of the
abovementioned quantities (between 5 and 10%) should be considered

as not eligible for aid.

In Italy, aid payments to olive o0il producers are made 18-24 months in
arrears, which somewhat detracts from the effectiveness of this measure,.

'See Tables II.B/4.1 to II.B/4.9 in Part II,
2Doc. R/2022/72 (AGRI 598) (FIN 542),
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At 30 June 1976 the applications still to be examined for the 1972/73
marketing year, that is for oil produced over three years earlier,
related to about 40.000 t compared with 375.000 t accepted for aid;
for 1973/74 the quantities still to be examined amounted to 150.000 t
compared with 447.000 t accepted for aid., At that date the Italian
authorities had refused aid for 52.000 t for 1972/73 and 43,000 t

for 1973/74.

In France, on the other hand, the supervision of aid applications, both in
respect of crops and at the milling stage, enable payments to be made at

the end of each marketing year., However, it should be remembered that there
are relatively few applications to be checked in France, although the
administrative procedures are complex,

3, Consumption and marketing

The main factors influencing consumption, often after a certain time lag,
are the following:

the relationship between the prices of olive o0il and seed-oils at
consumer level;

the quantities of olive oil available on ithe market; +this depends
partly on the Community harvest and partly on the availability of
imports from the world market - which in turn depends on harvests and-
unilateral decisions by exporting countries;

publicity to promote the consumption of olive oil and factors tending to
depress consumption of certain other oils and seeds;

the tendency, in times of short supply and rising prices, for housewives
to build up stocks.

Prom the 1974/75 marketing year the key features of the situation on
the world market were:

a decrease in the quantities available for export, due both to the
depletion of carry—over stocks in the exporter countries and to a fall
in world production;

an increase in the offer prices of olive oils available for export.

This situation affected the EEC market (a deficit market) and led to an
increase in prices and a drop in consumption, The decline in consumption
occurred even though the olive o0il/seed—o0il price ratio was maintained
at a relatively normal level: seed-oil prices had also risen sharply,
particularly during the 1973/74 marketing year.

From this it can be inferred that, beyond a certain absolute price level,

a normal ratio does not mean that olive oil consumption will be maintained.
In the opening months of 1975, seed—oil prices declined; this trend
accelerated in the middle of the year while olive oil prices on the

world market stayed at a very high level for several months longer. When
this decline began, the increase of some 47% in common prices and the
advanced entry into force of the threshold price in June 1975 prevented
olive oil prices from falling, in the Community, below the levels thus fixed.
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Thus, according to some industrial and trade estimates, in early 1975
olive oil sales in the Community fell by 40-50% compared with the same
period of the previous year.

A fall in consumption was also recorded in France, where the problems
experienced were similar to those of Italy, but on a smaller scale.

Although production was estimated to be above average, the failure of
consumption to recover in the first ten months of the 1975/76 marketing
year made demand almost non-existent; instead it turned to seed-oils
which were offered at competitive prices., Thus, on a market traditionally
in deficit by some 30%, for the first time in ten years of the common
organization of the market (apart from a minor intervention in 1967),

a quantity of 85.000 t of olive oil was bought in by the Italian
intervention agency. ‘

4. Trade

The Community, a deficit market in olive oil, is the world's largest
net importer. Since the establishment of the common organization of
the market in this sector, imports have risen considerably, from
111,000 t in 1966/67 1o 194,000 t in 1973/74, after a peak of 251.000 t
in 1972/73.

Owing to the difficulties referred to in paragraph 3, imports declined
in 1974/75 to about 121.000 t. The producer—exporter countries which
supply the Community are as follows (in order of -importance): (1000 +)

1973/74 1974/15 1975/16
(based on licences
issued up to
31 August 1976)

Tunisia 57,1 Tunisia 33,1 Tunisia 9,9
Spain 52,5 Greece 28,2 Greece 8,2
Morocco 28,1 Spain 27,7 Spain 7,9
Greece 16,7 Morocco 1745 Morocco 1,9
Turkey 10,5 Turkey 0,7 Turkey 0,04

During the 1974/75 marketing year a change took place in world market trends;
until then the quantities on offer were too low to ensure supplies at
normal prices to the Community.

From the beginning of 1975, larger quantities became available om this
market, while world demand declined. This situation reflected an overall
increase in production and a fall in consumption both in the exporter
countries and in the EEC,

To deal with this situation, which jeopardized the disposal of the Community
olive oil harvest, on 23 June 1975 the Commission suspended the issue of
import licences with davance fixing of levies, whilst the Council decided

to bring forward the date of application of the threshold price for the
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1975/76 marketing year from 1 November 1975 to 27 June. The issue of
import licences with advance fixing of levies was restored on 30 June,
Levies varied, depending on supply on the world market, from 9 to 36 u.a.
36 u.2./100 kg on 1 October 1975.

Despite the implementation of these provisions, applications for import
licences for about 50,000 t were received between July and September 1975.

Therefore, in order to avoid speculative transactions, the Commission
again suspended the advance fixing of levies in December 1975.

Intra~Community trade rose from an average of 5,000 t between 1966/67
and 1970/71 to 8.303 t in 1972/73 and 13.506 t in 1973/74.

Exports to non-member countries forming part of the established trading
pattem amounted to 10.215 t in 1974/75.

For the 1975/76 marketing year, on the basis of licences issued, imports
up to 31 August 1976 amounted to 48,000 t and exports to over 21.000 t;
this figure was appreciably above average for exports in one marketing
year., This situation seems due to the large-scale use, by operators,

of the EXIM procedure (the possibility of importing, exempt from levies, a
quantity of oil equivalent to that exported).

Thus, at 31 August 1976, net imports amounted to 27.000 t.
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Se Prices

(a) Common prices

For the 1975/76 marketing year the production target price was raised by
28% whilst the market target prices and the intervention price were raised
by 77%, which led to a reduction in aid, in u.a., of about 17%. However,
because of the depreciation of the Italian lira, aid expressed in that
currency remained unchanged.

For the 1976/77 marketing year prices were fixed at levels showing the
following changes compared with 1975/76:

(u.a./100 kg)

1975/16 1976/71
Production target price 185 185
Market target price 149,96 144,89
Intervention price 142,71 137,64

(b) Market prices

From the beginning of the 1974/75 marketing year, olive oil prices on the
Community market, which were considerably above the market target price,
began to fall until 27 June 1975; despite the decline, prices were still -
higher than the Community threshold price. Since then, a slight recovery
has occurred.

The trend of market prices in the Community in 1975 is mainly accounted
for by:

— the decline in world market prices of olive oil following the increase
in available supplies and the drop in oilseed prices;

- the reduction in demand in the first part of 1975, which led to an
increase in the quantities available on the Commnity market, particularly
of better quality oils,

It should be recalled that since May 1975 producers have been aware of
the market target and intervention prices coming into force on

1 November 1975 = sharply higher than in 1974 -~ and that importers of
olive oil showed, by the increase in the number of applications for
licences, that they wished to obtain as much as possible on the world
market before the common prices fixed for the 1975/76 marketing year came
into force. The result was a general malaise and the marketing of the
Community crop was appreciably slowed. Faced with this situation the
Italian Government implemented the protective clause and suspended the
issue of impori licences. At the same time it notified the Commission of
this measure and requested its extension to the whole Community. The
Commission, while rejecting the Italian measure, prcposed to the Council
that the threshold price applicable to the 1975/76 marketing year should
come into force on 27 June 1975 instead of 1 November 1975. This
proposal was adopted; as a result, and in view of the increase in the
threshold price (47%), the Community market was better protected.
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Market prices during the 1975/76 marketing year were stationary throughout
the first nine months. Their level, lower than the intervention price,
meant that 85.000 t of o0il of different qualities were sent to the
intervention agency. The chief reasons for this situation were the
following:

- an olive oil/seed—0il price ratio very unfavourable to olive oil, with
a consequent reduction in demand;

- monetary difficulties in Italy (the very high cost of money; monetary
restrictions on imports);

- the tendency at the various levels to reduce stocks to the minimum for
the above reasons, in view of the higher prices for olive oils than for
other vegetable oils.

In these circumstances, so as not to make the precarious position of
Community production even worse, the Council adopted for the 1975/76
marketing year special import measures consisting mainly in alterations to
the criteria for fixing the levy. The levy is now fixed by means of a
tendering procedure, taking into account, inter alia, the situation on the
Community market.

In the light of experience, the Council, pending the overall revision of
the common organization of the market in olive oil, has decided to extend
the validity of these criteria for the 1976/77 marketing year.

6. Outlook

short term

From the end of August 1976 olive o0il prices in the Community rose quite
considerably. This seems to have been due to:

(a) forecasts that the next harvest would be less good than expected;

(b) a sudden and unforeseeable rise in demand by industry and trade;

(¢) an adjustment of the market to the olive oil prices for the next
marketing year; these will rise because of the new exchange rate of
the lira;

(d) slow sales of olive oil in intervention store.

The revival of demand at industry and irade level does not for the time

being seem to reflect a revival in consumption but rather seems due to

restocking by retailers, who, mainly because of the cost of money, are no

longer in the habit of keeping large stocks of oil.

Thus if consumption is really to begin a recovery, the market must be
supplied at normal prices.
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While olive oil prices on the Community market are moving upward, soya oil
prices are tending to fall. The olive oil/éeed—oil rice ratio recorded
in September 1976 and on average throughout the 1975/?6 marketing year is
one of the most unfavourable observed in recent years. In any case it is
very far from the ratio which the Council had considered necessary to
ensure the disposal of Community olive oil production.

Yedium term

Even if olive oil prices in the Community were to fall again to somewhere
near the market target price, the low seed—oil prices and their foreseeable
trend during the 1976/77 marketing year hold out lititle hope that olive oil
consumption will recover appreciably. However, forecasis of a bad harvest
in the Community in 1976/77 seem to rule out the prospect of massive
quantities of olive oil being sent into intervention. Lastly, bearing in
mind that at present the quantities available on the world market exceed
demand, and that consumption may not recover in the EEC, by far the largest
importer, it is probable that the situation on the world market in olive
0il will not improve and that at the end of 1977 the exporter countries
will still have large stocks.

7. Economic aspects of the measures taken

(a) Import levies

The import levy on olive oil, reduced to zero in March 1973, was fixed at
19 u.a. when the date of application of the threshold price was brought
forward to 27 June. During the 1975/76 marketing year it reached very
high levels (71 u.a./100 kg from June 1976), to fall again, from

1 October 1976, to 65 u.a./100 kg and to 55 u.a. on 16 October 1976. From
the beginning of November until the end of 1976, the levy fluctuated around
42 veae/100 kge

(b) Refunds

With The aim of maintaining the traditional export pattern for branded oils
in small containers, an export refund is still being granted. However, it
is of a token nature, since in practice all exports are carried out under
the EXIM procedure.

(¢) Sales of olive oil from intervention store

The Italian intervention agency, which beught in 85,000 t of oil
during the 1975/76 marketing year, held a series of sales which disposed of
about 440000 'tg »

8. Budgetary expenditure

Expenditure in the olive oil sector depends on both intervention buying and
subsidies paid to olive o0il producers.

No intervention took place up to the 1974/75 marketing year, and in 1975/76
it amounted to 85.000 t.-



- 35 -

The amount of expenditure on subsidies depends on the volume of production.

Expenditure by the Guarantee Section of the EAGGF in the olive oil sector
amounted to 135,8 million ue.a. in 1974, 205 million u.a. in 1975, and is
estimated at 321,3 million u.a. for 1976, or 4,4%, 4,3% and 5,5%
respectively of the Guarantee Section's total expenditure. The
expenditure for 1976 breaks down into 320,3 million u.a. for intervention
expenditure and 1,0 million u.a. for refunds.
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5« OIL AND PROTEIN SEEDS AND COTTON SEED1

The organization of the market in oilseeds mainly concerns colza, rape and
sunflower seeds. Special measures have been taken for cotton seed; with
effect from 1 November 1974, a support system was also introduced for

soya beans, whilst on 1 August 1976 the support system for linseed was
adjusted.

5eae Colza, rape and sunflower seeds

1+ Introduvction

In 1975, the share of cilseeds in the value of final agricultural
production was 0,3%; this crop accounted for just under 0,7% of the
Community's UAA.  In 1975/76, world production of colza amounted to
8,4 million t, whereas Community production fell from 1,2 million t in
1974/75 10 960,000 t in 1975/76, representing about 12% of the world
totals as regards sunflower seed, world production in 1974/75 was

9,5 million t, while Community production was 1564000 t, or 1,6% of the
world total.

The Community's own oilseed production, covers only a very small part of
its needs in oils and oilcake. The self-supply rate does not exceed
11% - for olive oil — and 4-5% in the case of oilcake.

2. Production

Production of colza and sunflower seed in the original Community rose
steadily from the establishment of the market organization in 1967/68

until the 1972/73 marketing year. In 1973/74, however, there was - for the
first time -~ a slight decline in colza production, whereas sunflower seed
production increased further, The decline in colza production was due
solely to a fall in yield per hectare in the main producer countries.

In 1974/75, Community production of colza and rape seed expanded further
as the area under these crops again increased slightly and yields
returned to normal, thanks to favourable weather conditions.

In,1975/76, colza production in the Community fell by around 19%;
however, this overall figure masks the divergences in production between
the different Member States, In the original Community, notably
Germany, France and the Netherlands, the 1975 colza crop totalled
770,700 t, as against 1.022.800 t in the previous year, while the
combined production of colza in the United Kingdom and Denmark increased
from 167,000 t in 1974 to 192,000 t in 1975.

These divergences are attributable mainly to the fact that in the original
Community both the area under this crop and the yields obtained have fallen
sharplys The fall in the area under cultivation is linked to the ratio
between the price of oilseeds and that of other agricultural products
competing with them in crop rotation, which became less favourable for the
former; yields fell as a result of poor weather conditions. By contrast,

'See Tables II+B/5eas1 to II1sB/5.ce1 in Part II,
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in the United Kingdom and Denmark the effects of the common organization
of the market - notably the guaranteed price levels - are still being
felt, with the result that the area under colza is expanding steadily.

The area under sunflower seed increased appreciably in 1976 compared with
1975, rising from 59.600 ha to 97.400 ha, mainly as a result of firm demand.

The main colza~producing countries in the Community are, in order of
importance, France, Germany and Denmark; together, they accounted for
90% of total Community production in 1975/76. With regard to sunflower
seed, the only producer countries are, in order of importance, France and
Italy, which accounted for 70% and 30% respectively of total production

in 1975/76.

3. Consumption

The demand for colza, rape and sunflower seed depends on the demand for
colza and sunflower oils and oilcake; 1n turn, this is determined by the
overall demand for oils and oilcake and by the ratios between the prices
of colza and sunflower oils and oilcake and the prices of alternative
typese. This being the case, two sets of consumption figures, one for
oils and the other for colza and sunflower oilcake, will be given.

Qils

The total amount of colza oil available rose steadily from 1967/68 to
1972/73, to reach about 480,000 t in the original Community.

In 1973/74, in line with the itrend in seed production, the quantities
of colza oil available on the internal market declined for the first
time (to 3904000 t) in the original Community. A similar decline
occurred at the level of the enlarged Community, since for the same
marketing year the amount available was 458,000 t - less than for the
original Community in 1972/73.

In 1974/75 and 1975/76 this trend persisted in both the enlarged and the
original Community and, according to some sources, the quantities available
in 1975/76 amounted to less than 200,000 te. This is due to the fact that
the demand for colza oil is still being adversely affected by the campaign
against the effects of the erucic acid which this oil contains, in spite of
the fact that even in 1975 the bulk of the Community colza production was
already being obtained from varieties with a low erucic acid content.

As regards the amount of sunflower seed oil available, it has fluctuated
around 300,000 t since 1967/68, and the figures available for the most
recent marketing years suggest that the amounts available will remain at
around this level,
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Oilcake

As regards availabilities of colza oilcake, the volume has more than
doubled since 1967/68; it rose once more in 1972/73, mainly as a result
of a marked increase in imports, the Community becoming a net importer of
this product for the first time since the establishment of the market
organizations In the last two marketing years, the quantities available
have fallen both in the original and the enlarged Community, partly as a
result of the smaller quantities of seed processed and partly as a result
of lower importse.

As regards sunflower seed oilcake, availability has fluctuated since
1967/68 in line with import volume without, however, displaying any
identifiable trend., There was a decline in the 1973/74 marketing year,
when supplies in the enlarged Community amounted to only 349,000 t; 1in
1974/75, however, availabilities rose slightly to 366,000 t in spite of a
decline in the volume of processing attributable mainly to the fact that
no sunflower seed oilcake was exported. A further fall is expected in

1975/76.

40 Trade

Imports of colza and rape seed from non-member countries to the original
Community have fluctuated since 1967/68; totalling almost 500.000 t in
1971/72, they fell in 1972/73 as a result of unfavourable crushing margins.
Imports picked up in the 1973/74 marketing year, which opened with a
shortage of protein and ended with a shortage of vegetable oilse. In
1974/75, however, imports of colza and rape seed again fell, from

378,000 t to 215.000 t, as a result of the sharp contraction in demand for
colza oil mentioned above.

In the enlarged Community, the contraction was even more marked, as imports
of colza seed fell from 386,000 t in 1973/74 10 167.000 t in 1974/75.

Data available for the 1975/76 marketing year suggest that this downward
trend will persist, albeit at a slower rate.

Imports of sunflower seed have also fallen in recent marketing years,
amounting to 235,000 t in 1973/74, corresponding to a contraction of
30,000 t compared with the previous year. In 1974/75 they fell by half,
to only 124.000 t; according to the data available for 1975/76, however,
a marked recovery is to be expected, since imports during the first half
of the year are provisionally put at 125,000 te.

Established exports of colza and rape seed to non—member countries, which
have hovered around 40.000 t for the original Community since 1967/68, rose
slightly in 1973/74. For the enlarged Community they amounted to

464,000 te In 1974/75 there was a sharp rise in exports to non~-member
countries, mainly accounted for by exceptionally large purchases by

Japan (about 200,000 t)e The data available for the first half of

1975/76 suggest that exports of colza and rape seed have been virtually
negligible but, according to information received, exports for the
marketing year as a whole will amount to around 55.000 t.
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By contrast, exports of Community sunflower seed to non—-member countries
can be considered as negligible, although data for the 1973/74 marketing
year show that 30.000 1 were exported. This phenomenon was mainly due

to re~exports from the Federal Republic of Germany to Eastern European
countries of sunflower seed imported from non~member countries, as had also
been the case in the previous two marketing years; in 1974/75, exports

of this product totalled 2.000 t.

Intra-Community trade in colza and rape seed, which expanded gradually

from 1967/68 to 1971/72, has fallen off since 1972/73, notably as a

result of the fall in the demand for colza in Italy, until then the major
buyers Imports into Italy from the other Member States declined from
282,000 t in 1971/72 to 94.000 t in 1973/74 end 5.000 t 1974/75. For the
enlarged Community, intra~Community imports amounted to 163.000 t in
1974/75 as against 213,000 t in 1973/74, owing to the flagging demand in
Italy. Community exports to Germany and the Netherlands have, by contrast,
risen — notably as a result of seed consignments from Denmark.

Intra~Community trade in sunflower seed is stable but on a very limited
scales

In spite of the decline in Community imports of colza seed in the last
few years, the sluggish demand for colza oil has compelled operators to
seek new outlets for fairly large quantities on the world market. As a
result, exports rose appreciably from 1970/71 onwards, but have levelled
off since 1974/75. As there is at present an apparent over-supply of
vegetable oils on the world market, the search for new outlets is proving
increasingly difficult.

5« Prices

(a) Common prices

The target prices for colza and sunflower seed for the 1976/77 marketing
year were fixed at 27,57 Ueas/100 kg and 28,63 uea./100 kg respectively,
corresponding to an increase of 84 for both products in relation to the

previous year's levels. In comparison with 1967/68 prices, the target

price for colza seed is up by 36% and that for sunflower seed by 41%.

(v) Market prices

1. World market

With the free import policy adopted by the Community, internal prices
moved very closely in line with developments on the world market. There
was a marked increase in prices between July and October 1974, during the
1974/75 marketing year. This was due to a decline of 21% in the soya
bean harvest in the United States, whose production is the determining
factor on the oil market. However, by the end of October, it was obvious
that the fall in world demand following the economic recession would more
than compensate for the reduction in supplies, and prices began to slide.
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Other factors contributed to the decline in oilseed prices; the
availability of large quantities of copra and palm oil, the credit
facilities made available under PL 480 in the United States, a number of
measures taken to promote exports from Brazil, and the low prices of
oilcakes Prices remained depressed until the end of 1974/75, with an
occasional brief recoverys. Throughout much of 1975/76, supplies have
exceeded demand, which began to pick up onliy towards the end of the
marketing year. Oilseed prices have, therefore, remained relatively
low for the greater part of the period in question.

2. Community market

The 1975/76 colza crop was sold at a somewhat later date than in
previous years, particularly in France, which accounts for 50% of
Community productions This was due to several factors:

~ the contraction in demand for colza oil in both Italy and France
(consumption of colza o0il in France declined from 155.000 t in 1972
to 37,000 t in 1975, which corresponds to the amount of oil processed
from 95.000 t of seed, or one—fifth of the French crop);

-~ the decline in demand for colza seed and oil on established export
markets, attributable in part to the greater quantities of other oils
available;

~ the fact that, for most of the marketing year, crushing margins were
negative; undertakings processing nothing but colza — most of which
are to be found in France - were severly affected by this situation.

However, exports picked up somewhat in early 1976 to the relatively
high refund, and the final results for the marketing year show that
virtually the entire crop has been sold.

The level of aid for colza seed in the 1975/76 marketing year fluctuated
between zero and 10,516 u.a./100 kg, averaging around 7 u.a./100 kge
During the same period the refund varied between O and 10,200 u.am/1OO kge

As regards sunflower seed, the crop was sold without difficulty. The
amount of aid granted varied between 0 and 6,770 u.a./100 kg; no refunds
were fixed.

6+ Outlook

In 1974/75, colzs and rape seed production in the enlarged Community rose
by about 9%. In 1975/76, however, total colza seed productiion was down
by around 19% on the previous yeary although it was higher in Denmark and
the United Kingdoma This drop was due mainly to lower production in
France and Germany -~ the Community's largest producers. Colza production
for 1976/77 is at present estimated at 950-970.000 t, a level very

similar to that recorded in the previous year.
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As regards sunflower seed, the initial figures available point to a fall

in production, which had increased by 50% in 1975/76 compared with

1974/75; however, the crop in France seems to have suffered from the
drought and production is expected to amount to 125,000 t in 1976/77,
corresponding to a decline of 20%. This also applies to sunflower seed,

the production potential of this seed is far from exhausted in the Community.

Consumption of colza oil in the enlarged Community, which fell off
sharply in 1973/74, is still declining. According to certain sources, it
might even drop to 140.000 t in the current marketing year. As a result,
Community operators will be compelled to make fresh efforts to find

other outlets on the world market, or else to increase the level of their
stocks.

Conversion of Community colza seed production to varieties with a low
erucic acid content has not yet led to a recovery in the consumption of
colza oil, and is not likely to do so unless consumers are better
informed.

Consumption of sunflower seed oil is stable and any increase is unlikely
unless supplies of this product increase.

Established trade with non-member countries in colza seed is likely to
contract, partly as a result of keen competition from Sweden and Poland,
where production has risen markedly in the last two years, and partly
because of the surpluses of other wvegetable oils on the world market.

By contrast, intra~Community trade is expected to expand, particularly if
the demand for colza oil in Italy were to pick up again.

T« BEconomic aspects and measures taken

(a) Refunds

As mentioned above, a refund was introduced from 1 October 1975 for the
remainder of the marketing year to promote export sales of colza from
regions in the Community where it was somewhat difficult to market
productions In view of the shortage of sunflower seed in the Community,
no export refund was fixed for this product,.

(v) Intervention

During the 1972/73 and 1973/74 marketing years, applications for
intervention were submitted by the Netherlands and the Federal Republic
of Germany, but only for very small quantities, No applications were
submitted in 1974/75.

During the 1975/76 marketing year, 11.371 t of colza seed were taken into
intervention in Denmark. Of this quantity, more than half has already
been sold. :
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(¢) Change in the standard quality

When the target and intervention prices for the 1974/75 marketing year
were fixed, the standard quality for colza seed was changed by reducing
the humidity content 1o 9% in view of the difficulty of preserving this
seed at a higher humidity level.

For 1975/76 the standard quality of colza seed was again changed to take
account of the lower oil content of new low erucic acid varieties; the
0il content requirement was lowered from 42% to 40%. With effect from
1 July 1976, intervention was restricted to colza seed with a maximum
erucic acid content of 15%.

(d) Unity of prices

1. Accession compensatory amounts

With the accession of the new Member States on 1 February 1972, “"accession"
compensatory amounts were introduced for colza and rape seed produced in
the United Kingdom and Denmark only. In Ireland, Community prices were
applicable from the time of accession. These "accession" compensatory
amounts were fixed at 0,61 u.a./100 kg for Denmark and 2,65 u.a./100 kg
for the United Kingdom in 1976/77e

2. Differential amounts

In view of the present monetary situation, the system of differential
amounts introduced on 20 July 1972 continued to be applied throughout
the 1973/74 marketing year and is still in force at present. The
system was, however, modified by the adoption of Regulation (EEC)

No 2300/73, designed to adapt it better to the needs of the market.

8+ Budgetary expenditure

Expenditure in this sector by the EAGGF Guarantee Section amounted to

10,9 million uea. in 1974 and 26,2 million uw.a. in 1975, and is estimated

at 119,5 million uea. for 1976, or 0,4%, 0,6% and 1,9% respectively of

the CGuarantee Section's total expenditure. The total of 119,5 million u.a.
for 1976 includes 112,5 million u.a. for intervention expenditure and

7,0 million uea. for export refunds.
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Sobt Soza bea-r_]f_

In view of the growing importance of the soya bean — the principal source
of protein and oil - in the oils and fats sector, the Council decided to
encourage production of this crop in the Community with effect from the
1974/75 marketing years

Franee, virtually the only Member State to produce soya beans, cultivated
4,300 ha in 1974; however, on account of poor weather conditions, only
56400 t were harvested. In view of the low profitability of this crop,
areas sown fell to 1,500 ha in 1975 and production declined to 3.000 t.
About 1.600 ha are expected to be sown in 1976, Soya production thus
accounts for only a very small proportion of Community UAA or of world
production (according to the FAO, in 1975 world areas under this crop
totalled 46,4 million ha, with a production of 68,5 million t).

In 1975 the Community imported 8,1 million t soya beans, 9.200 t of oil and
3,5 million t of oilcake, corresponding to 12,5 million of bean

equivalent.s Exports amounted to 14.000 t, 259,000 t and 351.000 t
respectively, corresponding to 1,9 million of bean equivalent.

Consumption of soya beans in the Community thus totalled around

12 million t.

No aid was granted for soya beans from the 1974 harvest, since the target
price (23,31 u.a./100 kg) was lower than the average market price

(23,398 Ueae)s For the 1975 harvest, a subsidy of 212,96 u.a./ha was
granted, corresponding to the target price (26,11 u.a./1OO kg) less the
average market price (15,189 u.a./100 kg) multiplied by a standard yield
of 19,5 u.a./ha,.

The target price for the 1976/77 marketing year has been fixed at
28,50 uesas/100kg; the average market price and the yield have still

1o be determined.

Expenditure by the Guarantee Section of the EAGGF in respect of soya
beans amounted to 300,000 ueas in the first eight months of 1976.



5eCe Linseed1

Although flax production2 accounts for only an infinitesimal proportion
of the UAA in the Community and of world production of linseed

(5,8 million ha and 2,5 million t in 1974, according to the FAO), it does
partly cover the Community's substantial seed and oilcake requirements.

As of the 1976/77 marketing year the system of flat-rate aid per hectare

was reserved solely for fibre flax and replaced, in the case of seed flax,
by a subsidy equal to the difference between a guide price and the average
world market price, applied to the crop estimated on a standard yield basise

The area under seed flax, which stood at 7.500 ha in 1974, rose to

31000 ha in 1975. In France and the United Kingdom, areas cultivated
increased from 5.150 to 26.000 ha and from under 100 to 2.500 ha
respectively.s This rise was attributable to the very high prices ruling
in 1974 and to the level of the subsidy, which was fixed mainly in the
light of the demand for fibre flax., As a result, Community production
of linseed expanded sharply, from 58.000 + in 1974 (504500 for fibre flax
and 7.500 for seed flax) to 80,000 t in 1975 (40,000 t for fibre flax
and a similar amount for seed flax). By the end of 1974, the
exceptionally high price of seed had begun to fall and continued to do so
until March 1975. Since then, it has picked up to such an extent that
the average for 1975/76, although slightly lower than in the previous
marketing year, was still double of that recorded in 1971/72.

In 1976, the area under cultivation rose further in the United Kingdom
(3,800 ha) but fell in France (194500 ha)e This reaction by French farmers
was due to the frop in prices in 1975 from their 1974 levels and to the
replacement, with effect from the 1976/77 marketing year, of the system

of flat—rate aid per hectare by another aid system.

The total area under cultivation in the Community amounted to around
28,000 ha in 1976; the yield was excellent in the United Kingdom

(1.800 kg/ha) but disappointing in France (850 kg/ha)e The low level of
prices in 1976 could lead to a further contraction in the cultivation of
this crop in France in 1977

The guide price for linseed for the 1976/77 marketing year was fixed at
29 u.2./100 kg and the average price at 234121 Ueae/100 kg A standard
yield was fixed which is differentialed according to type of flax and
production area, In order to facilitate the changeover to the new aid
system, seed flax producers have been granted a subsidy of 125 u.a./ha
for the current marketing years

However, to facilitate the changeover to the new aid system, seed flax
producers have been granted a subsidy of 125 u.a./ha for the current
marketing year. Expenditure by the EAGGF Guarantee Section in regpect
of seed flax is included in that incurred in respect of fibre flax ,

1See Table II.B/7.6 in Part II.
See also under T: Fibre flax and hemp.
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Sede Cotton seed !

The share of cotton in the value of final agricultural production, in the
Community's UAA and in world production (23 million t of seed and
12 million % of fibre in 1975, according to the FAO) is infinitesimal.

Thanks to the Community aid system, this crop, which is cultivated only in
some of the poorer regions in Italy, is still of some importance. An
area of around 5.000 ha is under cotton in the Community (4.700 ha in .
1975), giving a yield of about 1.000 t of seed and just under 1,000 t of
fibre,

It is highly unlikely that Community production will expand in the near
future unless more productive varieties can be used.

The flat-rate subsidy, which stood at 87,87 ueas/ha in 1974/75 and
96 ueas/ha in 1975/76, was increased by T,5% to 103,20 u.a./ha in 1976/77.

Expenditure by the Guarantee Section of the EAGGF in respect of cotton seed
amounted to 0,2 million u.as in 1974 and 1975.

ISee Table IT.B/5.c.1.
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6. DEHYDRATED FODDER'

1. Introduction

The common orgenization of the market in dehydrated fodder, decided
upon by the Council to improve the Community's protein supply, came
into force on 1 May 1974. It should be noted that dehydrated fodder
is the most important of all Community crops considered as sources of
protein.

The Council decided to extend the field of application of the common
organization of the market in dehydrated foldder to dehydrated potatoes
unfit for human consumption from 1 July 1975.

2. Production

Community production of dehydrated fodder (other than dehydrated
potatoes) in 1975 was 1.522.057 t, or 3% less than in 1974. As in
previous years, production was highest in France and Denmark, in that
order, with 766.000 t and 288.000 t respectively. Three other Member
States, Italy, the Netherlands and the United Kingdom, each produced
between 115.000 t and 125.000 t.

This is the first time for many years that Community production of
dehydrated fodder has fallen; the decline varied from country to
country, witht he biggest drops in Denmark (-20%) - which still, however,
retains its place as second largest producer — and the United

Kingdom (-18,6%).

The big drop in Danish production seems to be due to two factors: the
summer drought of 1975 and the specific structure of the Danish
dehydration indusiry. Denmark is the only Member State where not only
the production of dehydrated fodder, but also the proportion manufactured
under contract to farmers (75%), is substantial. It would seem that

for these reasons, dehydration concerns in Denmark were, in 1975, in a
more vulnerable situation than comparable firms in other Member States.

But while production in the other Member States has fallen much less
than in Denmark (or not at all), difficulties have still arisen in their
dehydration industries because of the general decline in protein product
prices (particularly soya cake) in 1975, which led to a similar fall in
the price of dehydrated fodder. In this connection it should be
remembered that the Community dehydration industry is obliged to pay
lucerne and grass producers a price comparable with that guaranteed for
cereals and some other products, otherwise farmers would turn away from
green fodder crops. Consequently, when there is a drop in the prices
of protein products, Community manufacturers can only follow the trend
to a limited extent; short of selling at a loss, this obviously
restircts their outlets.

See Tables II.B/6.1 to II.B/6.6 in Part II,
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Finally, some French firms encountered problems, in addition to those
mentioned, owing to the fact that they traditionally supply large
quantities of dehydrated fodder to the other Member States. During

the first hald of 1975, French exporters - particularly on the German

and Benelux markets — found themselves confronted with low-priced supplies
from non-member countries; these included consignments quoted in

dollars, which were made cheaper by the weakening of this currency.

The Community's production of dehydrated potatoes is on a much smaller scale
than its production of conventional dried fodder (particularly lucerne

and grass), amounting to about 49.000 t in the 1975/76 marketing year.
The bulk of this quantity, intended for animals, was produced in the
form of dried potatoes in the strict sense of the term (47.000 t),
whilst the remaining 2.000 t was in the form of potato flour, granules
and flakes. Cermany, with about 45.000 t is the Community's largest
producer; the remainder is produced in the Netherlands (2.300 t) and
in Denmark (1.600 t).

It should, however, be noted that the first marketing year for dehydrated
potatoes under the common organization of the market coincided with a
shortage of fresh potatoes in the Community. This situation did not
change during the following year, since as a result of the 1976 drought
the potato harvest in the Community will again be considerably lower

than normal.

3. Consumption

Discounting changes in stocks, Community production of dehydrated fodder
represented slightly less than 90% of the available quantities. Since
these quantities were only slightly lower than for the previous year,

it may reasonably be supposed that consumption has not fallen.
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4. Trade

In 1975, about 535.000 t of dehydrated fodder was traded, the greater
part (about 400.000 t or a quarter of Community production) within
the Community.

France and Demmark, both of which traditionally export this product,
respectively consigned 267.000 t and 103.000 t to Germany and the
Benelux countries, which depend on imports for most of their supplies.

Imports from non-member countries amounted to 135.000 t in 1975, as
against 113.000 t in 1974. These imports, of which the greater part
(84.000 t) come from Eastern European countries (Hungary, Yugoslavia
and Poland) and the United States (45.000 t), went to Germany, Italy
and the Netherlands.

Community exports of dehydrated fodder to non-member countries were
insignificant.

5. Prices

At the beginning of the 1975/76 marketing year, prices were dropping as

a direct result of the decline in the prices of other protein-rich
products such as soya cake and fish meal etc., due to the improvement in
the world and Community protein supply situation. The lowest prices
were noted in June and July 1975. After a slight upswing in August 1975,
prices remained relatively stable until May 1976, when the consequences
of the drought in the Community led to a marked rise.

6. Outlook

By the middle of October 1976, when the greater part of the fodder for
the 1976/77 marketing year could be assumed to have been dehydrated,

the forecasts for Community production were pointing to a decline of 20%
in relation to the previous year. This decline, caused by the serious
drought, is particularly marked in the EEC's largest producer - France -
where it is expected to be about 35%. The first two crops in France
gave a yield much lower than normal, whilst the third was markedly
uneven, also showing a very poor yield. The fourth crop, on a smaller
scale, will be normal or better than normal, however.

The decline inn production in 1976 in the other Member States has been
estimated as follows: United Kingdom: -25%; Italy: =15%; Denmark
and Germany: ~10%.

It is fairly difficutl to redioct the volume of dehydrated fodder
production for the marketing year 1977/78. Fields sown with lucerne
during the spring of 1976 were adversely affected by the drought, and
even destroyed in some cases; on the other hand, the current high prices
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for dehydrated fodder should stimulate production during the next marketing
yeare.

Te Economic aspects of the measures taken

Apart from the flat-rate aid fixed each year for dehydrated fodder
production, no support measures are planned in the framework of the common
organization of the market. However, exports of dehydrated fodder and
certain other products were subjected to a tax from 10 July 1976, in an
attempt to protect Community supplies of certain feedingstuffs following
the difficulties caused by the drought.

8+ Budgetary expenditure

Expenditure by the Guarantee Section of the EAGGF for dehydrated fodder
was 3,6 million ueae in 1974, 11,1 million u.a. in 1975, and is
estimated at 12,2 million for 1976; or 0,1%, 0,2% and 0,2% respectively
of the section's total expenditure.
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7. FIBRE FLAX AND HEMP'

1. Introduction

The area under fibre flax represents less than 1%.of Community UAA,
whilst that under hemp is no more than an infinitesimal part.

Fibre flax cultivation is confined to the Netherlands, Belgium and
North-west France, and involves between 10.000 and 15.000 farmers and
about 300 retting and scutching concerns. It is an important source

of raw materials of which the Community is a net importer: textile
fibres, seeds and wood chips. The production of paper hemp, cultivated
exclusively in France, is progressing; this product is used for
manufacturing special types of paper. Textile hemp, still grown in
Italy, is in decline.

The Community accounts for less than 5% of the total world area under
fibre flax, but 15% of world production, as a result of above~average
yields. The USSR accounts for three—quarters of world production.
Community production of hemp represents only a very small part of the
total world crop.

2. Production

In 1975 58.300 heetares were under fibre flax, the same area as in 1974.
In France (the largest producer) and Belgium, areas under this crop
increased by 4,5%; in the Netherlands, however, they contracted to

1973 levels after a year of recovery.

Because of low yields, Community production of flax straw and fibre,
however, was much lower than in 1974.

Paper hemp continued to progress steadily: in 1975, T7.600 ha were
under cultivation, against 5.560 ha in 1974. Since the yield was low
(5,6 t/ha), straw production amounted to only 42.000 t.

3. Consumption and stocks of flax fibres

Community consumption in the 1974/75 marketing year was 87.600 t (as
against 97.600 t in 1973/74), whilst exports to non-member countries
amounted to 29.000 t; overall demand (116.600 t) was therefore amply
covered, with availabilities of 126.600 t, of which 97.100 t came
from Communtty production and 29.500 t from non-member countries.
Fibre stocks thus increased by 10.000 t, from 67.500 t at the
beginning of the marketing year to the alarming level of 77.500 % by
the end of July 1975.

Consumption for the 1975/76 marketing year has been estimated at 77.300 t
and exports at 23.500 t; overall requirements therefore amounted to
100.800 t. Since non-member countries delivered 26.000 t and Community
production dropped to 60.000 t, only 86.000 t were available.

It was therefore necessary to draw 14.800 t from stocks — which were
still too high on 1 July 1976, at 62.700 t.

4. Trade

There is no trade in flax straw with non-member countries. Part of
the French and Dutch production is sent to Belgian retting and scutching

'See Tables IIB/7.1 to ILB/7.6 in Part II.
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concerns, which purchased 73.000 t in 1974/75 - exactly the same
quantity as in the preceding year. Trade in flax fibres between
Member States consists mainly in exports to Italy and the United
Kingdom from Belgium, since the former countries use these fibres but
do not produce them.

Although Community exports and imports are in balance, different
qualities are involved: long fibres are exported to all parts of the
world, whilst short fibres are imported from the European state-trading
countries and from China and Egypt. In 1975 both imports and exports
were lower than in 1974 because of the decline in activity in the
industries using this product.

Community exports of hemp fibres are on a small scale; Italy and the
United Kingdom import hemp fibres from the EBuropean state-trading
countries, but this trade has also declined.

5. Prices
2LEES

The downward trend in flax-fibre prices, which began in autumn 1974,

was halted towards the end of 1974/75 following the introduction of

aid for private storage and to compensate for poor 1975 yields. Prices
rose during the 1975/76 marketing year as the drought adversely affected
the 1976 harvest; by the end of the year they had again reached the
earlier high levels. Contract prices for paper hemp, set at 64,8 u.a./t
for the 1975 harvest, were maintained for the 1976 harvest.

6. Outlook

Although the areas under fibre flax in 1976 were unchanged as against
the previous year, straw yields were badly affected by the drought and
fibre production is estimated at only 45.000 t (26.000 t of long fibre
and 19.000 t of short fibres), or about half the normal crop. The
profitability of cultivating fibre flax was therefore affected, despite
the rise in straw prices; as a result, the retting and scutching
industry will lack supplies and the available straw will be too short
to permit normal processing yields. It is to be feared that the rise
in fibre prices will only partially offset the rise in processing costs,
so that having drawings on fibre stocks may become inevitalbe.

It seems likely that the industries using fibre flax will have to pay
higher prices for raw materials, especially short fibres, for which
supply difficulties may occur if deliveries from non-member countries
decline. Areas under paper hemp have again increased; but, since
yields are only 3,5 t/ha,the area under cultivation (7.800 hectares)
will produce only 27.000 t of straw, as against 42.000 t for the
1975/16 marketing year.

7. Forecasts for the 1977/78 marketing year

Since yields have been bad for two years, it is possible that less
fibre flax may be sown in 1977; however, the probable rise in fibre
prices may encourage producers to persevere. Since deliveries from
non-member countries seem unlikely to increase, supplies to the retting
and scutching industry and other users of fibres would be endangered

if the areas under cultivation contracted.
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Paper manufacturers will itry to diversify their hemp supply possibilies;
hemp cultivation could progress further if the contract price was
brought into line.

8. Economic aspects of measures taken

From the 1976/77 marketing year, the flat—rate aid per hectare will be
granted only for fibre flax, while fibre flax seed will benefit from
the aid arrangements introduced for seed flax seed.

9. Budgetary expenditure

The amount of aid for fibre flax granted in the 1976/77 marketing year
was unchanged at 188,15 u.a./ha; for hemp, it rose from 161,90 u.a./ha
in 1975/76 to 174,04 in 1976/77. The guide price for flax seed was
set at 29 u.a./100 kg. Expenditure by the EAGGF Guarantee Section

in respect of flax and hemp amounted to 11,8 million u.a. in 1974, and
13,9 million u.a. in 1975. It is estimated at 10.6 million u.a. for
the first eight months of 1976.
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8. SEEDS

le Introduction

The common organization of the market in seeds covers the following
varieties:

Dried leguminous vegetables for sowing CCT 07.05
Hybrid maize for sowing CCT 10,05 A
Oilseed and oleaginous fruit for sowing CCT 12,01
Seeds, fruit and spores, of a kind used

for sowing CCT 12.03.

The resulting seed and crop production requires to be studied not only
from the harvest angle, but also from that of the place of these crops
in crop rotation and the final use of the seed, as many varieties inside
a species are adapted to special purposes. Leguminous crops are very
important because of the nitrogen enrichment of the land on which they

gTOWe

The Community produces 1,7 million quintals (1975) of fodder crop seeds
or about 25% of world productione In 1974/75, the Community was an
overall net importer of 150 000 quintals of seed. Hybrid maize
production amounted to about 1,2 million quintals. The Community is a
net exporter of hybrid maize for seed,

No new species has been added to the list in the Annex to Regulation (EEC)
No 2358/71 for the 1976/77 marketing year. A new additional criterion,
persistence, has been introduced for the grouping of Lolium perenne
varieties,

2. Production

The Community's largest producer is Lenmark which provides about 33% of
the total production (45% of the grasses). France and Italy are the
main producers of legumes.

Community seed production was about 1.,700.00G0 quintals in 1975 The
increase over 1974 was about 140,000 quintals (8%). The main change in
production involved three species, Lolium multiflorum é+ 654000 ql%,
Lolium perenne Lo (+ 50,000 ql) and Pisum arvense Le (+ 34,000 gl)e A pro-
vigional estimate of the 1976 harvest shows a total production of

14100,000 quintals,

This decrease in production is caused by two factors:

I. decrease in area
ITI . drough't .

Compared with 1975 (215,000 ha), the area certified for the 1976 harvest
(186,000 ha) has decreased significantly. The surplus production of
the previous two years resulting in a very low price level has been

the dominant reason for the reduction but the drought has also
contributed.

1 ee Tables 11.B/8,1~11.B/8,3 of Part II.
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The influence of the serious drought from which various regions of the
EEC have suffered has resulted in a generally lower yield compared
with 1975 and also in destruction of large areas in production,
particularly in France,

The legumes, which are mainly produced in France and Italy have suffered
most: Italy suffered further from heavy rain during harvest time.

The main changes in production involve the following species:

1975 1976
ha qt ha qt (=)
Pestuca pratensis L. 9.423 674359 6.600 47000
Festuca rubra L. 13.827 133,688 9.900 80,000
Lolium multiflorum L, 25.217 2844299 21,000 180,000
Lolium peremne L. 49.849 466.151 31,000 277.000
Poa pratensis L, Te557 75,712 54500 48,000
Medicago sativa L. 454367 108,761 506200 77+ 000
Trifolium pratense L. 13.824 37.079 9.700 9.000
Trifolium repens L. 7785 28.353 54700 20,000

() Provisional DG Agriculture estimate.

3¢ Supply situaiion

The supply situation in the Community has in recent yeare been good and
our dependence on imports from third countries has been reduced. The
Community is generally seif-sufficient with a production of about
1,600,000 quintals in 1975 and an estimated demand of 1,700,000 quintals.
However, the Community still has to import seeds of certain species from
non-member countries in order to meet its requirements. The largest
imports come from the United States, Canada and New Zealand.

The stocks at the lst July 1975 were 836.000 quintals and the estimate
for 1976 is around 1,000000quintals (Lolium perenne L. 400,000 ql).

Because of the high stock level, the relatively low harvest in 1976 has
not created an urgent situation since the available amount of seed for
the marketing year 1976/77 is estimated at around 2,000,000 quintals and
the supply situation is generally good.

Some species (Lolium multiflorum Le, Phleum pratense L. and Trifolium
pratense L.) will have to be imported to a greater extent than normal.
For Medicago sativa, of which the Community is normally a net exporter,
a shortage situation will probably occur in Spring 1977.

The world supply situation is generally good but supply problems can
occur for Lolium multiflorum and Medicago sativae
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4. Prices

The previous year's decrease in market prices continued during
autumn 1975 and reached the lowest level in January 1976, Since then
prices have continually increased and have now reached a satisfactory
1 evel ™

Prices on the Danish market (u.a./100 kg) which is the main Community
market, were as follows:

Sep 1975 Ueae/100 kg Sep 1976 u.a./100 kg

Lolium perenne L. 24 58
Lolium multifloium L. 26 96
Festuca pratensis L. 28 111
Festuca rubra L. 27 83
Poa pratensis L. 42 122
Trifolium repens L. 152 181

The reference price for hybrid maize has been increased by 3 u.a./100 kg
for all types except three—cross hybrids and single hybrids,

5« Prospecis

Because of the drought and the consequent increase in demand (estimated
+ 20%), the market situation is likely to be good with reasonable prices
for all species for the marketing year 1976/77.

The fact that different species can be used with flexibility in grass
mixtures (Lolium perenne L. 20-60%) together with the reduced production
in 1976 and the increase in demand, there will probably be reasonable
stocks for most of the main grass species in 1977.

The area to be harvested in 1977 can at present be estimated at around
185,000 ha. Large areas have been destroyed by the drought, both
established and new sown areas. This is particularly seriocus for
species which require 2 years of development before they are in full
production (Poa pratensis L., Festuca rubra Le)e

It is therefore necessary to keep some of the existing production ares
in production for a longer period than normal to secure the supply.

The supply situation for 1977/78 is therefore somewhat uncertain and is

to some extent dependent on the quality of the area which shall remain
in production.

6. Budgetary expenditure

Expenditure by the EAGGF Guarantee Section in respect of seed amounted
to 15,2 million ueas in 1974 and 23,8 million ueas in 1975, and the
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estimate for 1976 is 22,1 million Uede; these figures represent 0,5%,
0,5% and 044% of the Guarantee Section's total expenditure in 1974,
1975 and 1976 respectively.
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9. WINE

1. INTRODUCTION

In 1975, wine represented ammt4,6% by value of the Community's final
agricultural production. The area under vines totalled 2.379.000 ha
or 2,7% of the Community UAA.

According to the FAO world wine production for 1975/76 is 316 million hl,
compared with 339 million in 1974/75 and 343 million in 1973/74.
Community production, which was 142 million, 160 million and 171 million
for the same marketing years, therefore represented 45%, 47,2% and

49,8% respectively of world production. These percentages are
distinctly higher than those for the area under vine (about 24%), due

to the fact that the average yield in the Community is higher than

the world average.

France and Italy produce 95% of the Community's wine (each with
60~70 million hl per year) and the remaining 5% is shared between
Germany (7-9 million hl) and Luxembourg (150.000 h1).

2. PRODUCTION

The 1974 harvest, producing 160 million hl, may be regarded as quite
abundant. However, it was 6,1% less than the quite exceptional one
of 1973. A variation of this proportion in the wine sector, where
weather conditions play a decisive role in determining production
from one year to another, may in no way be interpreted as indicating
a long-term trend. Production in 1973 was indeed 34% up on the
previous year. It is only possible to obtain more significant
indications by taking into consideration a number of harvestis. The
average anmial growth rate in production from "1968-69" (3-year
average) to "1973-74" (3-year average) was 2,4% and was shared in by
all the wine-producing Member States, although not to the same extent.

3. CONSUMPTION
In 1974~75 total internal consumption amounted to 169 million hl

against 149 million in 1973-74. The total increase is largely due
to the increase in exceptional distillations.

S m—————

See tables II.B/9.1 to II.B/9.5 of Part II.
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(a) Human consumption

In 1974/75 direct human consumption was 133 million hl against

125 million in 1973/74 and 130 million in 1972/73.. The calculation

of the average anmual growth rate in human consumption from "1968/69" to "1973/74
shows that there was virtually no change during the period.

(v) Processing

The quantity processed, which amounted to 23 million hl in 1973/74,
increased to 35 million hl in 1974/75, as a direct consequence of
a large increase in the amount distilled in order to cope with an
exceptional supply situation.

(c) Self-supply

The Community self-supply rate was 95% in 1974/75 (115% in 1973/74)

in relation to total intermal utilization. If the quantities which
were distilled following Council decisions to relieve the market

(more than 20 million hl) are deducted from the supply figure, the
rate of self-supply for 1974/75 is 108%. This figure was 119% in
1973/74 and 89% in 1972/73. The differerce between demand and supply
was covered in 1973/74 by a 25,6 million hl increase in stocks. In
1974/75 the distillations referred to above enabled the volume of
final stocks to be reduced by elmost 6 million hl.

4. IRADE
In 1974/75 Community imports amounted to 5,3 million hl, compared with
7,2 million in 1973/74, which represents a reduction of 26,5%. This

reduction follows on that of the previous year, which was 9,3%, and
reflects the abundance of intermal supplies. o

Exports rose from 3,6 million hl in 1973/74 10 4 million hl in 1974/75,
an increase of 12,3%. :

The Community's net export deficit was 1,3 million hl in 1974/75
against 3,6 million hl in 1973/74.

5. PRICES

(a) Common prices

The increase in guide prices for all types of table wines was 6,5%
for 1976/77, compared with an increase of 8% in the previous year.
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(v) Market prices

The average prices quoted for the various marketing centres in

1975/76, except for two centres for table wine of type RI and two

centres for table wine of type R II, for which there was a drop of between
0,5% and 5%, were higher than market prices for the previous marketing
year% The increases were not uniform, and varied between 0,1% and

21,3%

Except at the beginning of the marketing year, prices in France were
above the activating price, whereas in Itely prices remained, throughout
the marketing year, generally lower than the relevant activating

price. They fell short by an average of between 7,1% and 14,5%
depending on the type of wine, but in extreme cases by 40%.

As in the previous marketing year, however, the gap between market
prices and the relevant activating prices was particularly wide for
table wines of types R III, A II and A III, for which on average it
was 17%, 35% and 21% respectively.

The unsatisfactory price levels during the marketing year just ended
cannot be explained by the colume of production, which was scarcely
equivalent to normal use, but by an initial level of stocks which,
whilst slightly lower than that of the previous year, was still very
large.

(c) World prices

According to the FAOQ's information, wine prices on the world market
developed in an uneven manner, although the final result was an increase
almost parallel to that in Community prices. The gap between world
prices and Community prices is still very large and in some cases
exceeds 40%. Generally speaking, however, consignments were offered
to the Community at higher prices than the free-at—frontier reference
price, thus complying with the corresponding reference prices.

6. QUTLOOK
(a) Short term

Preliminary information suggests that the 1976/77 harvest will give
slightly less wine than the previous year. According to preliminary
estimates by the Member States, the quantity harvested should amount
to 146 million hl. This quantity is slighly below normal foreseeable
utilization, but in view of existing stocks there should be no problem
of supply. On the basis of the Community's internal situation and
the world market, it may be assumed that imports and exports will not
vary very mich compared with the past.
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(v) Medium term

The trend towards structural surpluses observed in the Community during
recent years led the Council in May 1976 to decide upon measures to
adapt wine-growing potential to market requirements. These measures
should be completed by 1 October 1978, taking into account the upward
trend in production due to a growth in average yields and the relative
stagnation in consumption. The impact of these measures, and of

those modifying the instruments of market intervention, is not easy to
assess, but it seems likely that a less unstable balance than in the
past will be achieved in the medium term.

7. ECONOMIC ASPECTS OF MEASURES TAKEN
(a) Levies and refunds

1. Import levies ‘

Import levies, known as "countervailing charges" in the wine sector,
play only a very minor part, since they do not apply to 18 non-Community
countries who have undertaken to respect the reference price and who
are the Community's principal suppliers. The level of countervailing
charges remained the same throughout the 1975/76 marketing year.

2. Refunds

At the beginning of the 1975/76 marketing year there was an increase
in refunds and a less restrictive application than in the past with
regard to geographical destination.

(b) Quantities in respect of which intervention measures were taken

In 1975/76, as during the previous marketing year, all the intervention
measures provided for in Community rules were applied. However, the
quantities involved in subsidised distillation of surpluses were less

than in 1974/75. The quantity of wine distilled was about 4 million hl
compared with 20 million hl in 1974, On the other hand, the monthly average
of quantities covered by storage contracts amounted to 17 million hl

(16,8 million in 1974/75) with a maximum of 27,8 million (24,8 million

in 1974/75)«

(¢) Stock situation

At the Be?nning' of 1975/76, stocks held by producers and in the trade
totalled 81 million hl. At the end of the marketing year, it may

be expected that stocks will total between 78,4 million hl,
which may be regarded as above normal carry-over stock.
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(d) Unity of prices

The monetary decisions taken in relation to Italy resulted, for the
period ending on 15 December 1976, in the application of prices which
did not correspond to the application of corresponding representative
rates.

Developments on exchange markets led to the reintroduction of monetary
compensgatory amounts in February for Italy and in March for France.

8. BUDGETARY EXPENDITURE

Expenditure by the Guarantee Section of the EAGGF amounted to
41,9 million u.a. in 1974, 139,1 million u.a. in 1975 and is
estimated at 151,1 million u.a. in 1976, or respectively 1,4%,
2,9% and 2,6% of the Guarantee Section's total expenditure.

The total amount of 151,1 million u.a. for 1976 breaks down as

follows: 4 million u.a. for export refunds, 50,9 million u.a. for
storage, 2 million u.a. for rehousing, 86,2 million u.a. for distillation
and 8 million u.a. for distillation of the by-products of wine making.
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10. RAW TOBA.CCO1

1, INTRODUCTION

World tobacco production rose again by 2,6% in 1975 compared with

the previous year and reached the record levei of 5,3 million t.

This situation is mainly due to abundant harvests in the industrialized
and developing countries (+ 10% in che USA, where there was an
increase in the area quotas for the second consecutive year, and

+ 40% in Greece). There were also quite large increases in Brazil,
Turkey, Argentina and Thailand. Virginia flue-cured makes up about
304 of the total and accounts for %0% of all trade. Compared with the
1974 crop (156.000 t) there was an increase of 14,7% in the Community
with the 1975 production at 179,000 t, The share of tobacco in the
value of the Community's final agricultural production in 1975 was
about 0,4%.

2. PRODUCTION ANDT STRUCTURE

During the past decade there has been, at world level, a steady
trend towards the relocation of tobacco production in the developing
countries (+ 30%) and the countries with planned economies (+ 40%);
in the industrialized countries production has increased by only ¢%.
Inflation and increased production costs (labour ir particular),
which are particularly marked in these countries, will continue te
encourage this trend.

During the same period EEC production has increased by 34% as a
result of a considerable increase in Italy (+ 53%) and a lesser
increase in France (+ 12%). In Germany and Belgium, on +he other
hand, the downswing contivnes. Another reason for this situation
is the far-reaching changes which the tobacco sector has undergone
in its production and marketing structures, particularly with the
entry into force of the common organization of the market (1970),
in order to adjust to real market requirements.

As far as the major types of tobacco are concerned, 1975 world
production of flue-cured and sun—cured increased by 5% compared

with the previous year, and of Burley hy 14%, whereas dark air-cured
decreased slightly (1 to 2%).

At Community level nc great change has occurred for the dark
Badischer Geudertheimer, Philippin, Nostrano and Kentncky varieties,
for which there has been a slight decrease in areas planted and in
production, in keeping with a longer—term trend. On the other hand,
the oriental varieties and Bright have increased by about 35% and
the production of Burley has increased by about 17%.

'See tables No. II.B/10.1 to II-B/10.7 of Part IL.
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3. DEGREE OF SELF-SUPPLY

CONSUMPTION

The degree of self-supply in the Community s 27,54, Compared with 1974,
world tohacco consumption in 1975 increased by about 2%; whareas
Community consumption has remained more or less stable as a result

of the economic recession, the increase in *axation and anti-smoking
campaigns. However, it should be pointed out that whilst the world
increase was 2%, it was more than 5% in the developing countries.

4. TRADE

World exports in 1975 amounted tn 1,23 million t, which is 9% down on
1974. Moreover, it should be stressed that an increasing share in
world trade is being taken hy the developing countries and the
countries with planned economies.,

Although EEC exports for 1975 fell by about 15% compared with 1974
(approx. 43.500 t), imports increased by about 8% with the increase
in German (+ 57%), Ttalian (+ 23%) and French (+ 17%) imports easily
offsetting the fall in imports into +the Netherlands and the United
Kingdom. The polisy of running down tohacco stocks in custonms
warehouses and the amendments to thz Common Customs Tariff from 1975
(ACP, GSP, etc.) were among the reasons for this increase. Virginia
flue—cured tobacco-accounts for about 57% of total imports, whilst
Burley only accounts for 10%. It should slso be noted that about
one=third of imports enter the Community with zero or preferentfial
customs duty.

This situation results in a drop in Community revenue and, above all,
increasea competition Jor tobacco produced in the Community, whence
the need for greater support measures under the common organization
of the market (premium and export refunds).

5. PRICES

The world recession together with the increase in production and the
inflation in costs have led manufacturers and traders to contain their
demand for tobacco by drawing on part of their stocks, with negative
repercussions on price levels in 1975. The prices of flue—cured
tobaccos showed a drop of 5% on the most representative market at
world level (USA) and the prices for Burley dropped still further.
The prices of oriemtal tobaccos, on the other hand, rose again as

a result of very high minimum export prices in Greece and Turkey
(principal exporting countries). However, in 1976 early indications
are of a partial reversal in the situation in view of a certain
improvement in the relationship between supply and demand.
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As far as the situation within the Community is concerned, planters may
generally be considered to have reached the norm price for the 1975

harvest. However, the situation varies depending on the region in

question: in Italy prices remained at practically the same level (very high)
as for the 1974 crop, whereas in Germany the norm price was not reached

for varieties with certain marketing difficulties.

6. OUTLOOK

Preliminary information for 1976 indicates that the supply/demand

ratio for raw tobacco will evolve in such a way that the surplus

of last year may turn into a slight shortfall: a fall in production

is expected in the principal producer countries in the world, i.e., USA,
India, Brazil and Canada. To this should be added the detrimental
effects of the weather on yields and quality, which suggest that

stocks will have to be used and prices increased.

However, as regards the Community more especially, it should be
stressed that the structural difficulties for certain varieties
(particularly Beneventano) will continue and that, despite the

fall in production, the Burley variety seems to have reached its
ceiling: offerings to intervention may therefore be expected which,
in view of the market situation, should not reach a high percentage
of output.

T. ECONOMIC ASPECTS OF THE MEASURES TAKEN

In 1973, 2.800 t were offered to intervention, of which 1.300 t were
Kentucky and 1.500 t Beneventano. In 1974, the total (provisional)
quantities increased (3.000 t) because of purchases of Badischer
Geudertheimer (108 t) and Badischer Burley Burley (120 t), with the
quantities of Beneventano and Kentucky remaining unchanged as a whole.
During 1975, 9.000 t of tobacco from the 1971 crop held by intervention
agencies were sold by tender for export.

The fixing of export refunds was undoubtedly a decisive factor in

the congiderable improvement in trade with non-member countries.
Community varieties, which were little known in the past, now play

a role in world trade. Exports from the 1973 crop receiving a refund
amounted to only 4.000 t, whereas those from the 1974 crop reached
13.500 t.

8. PINANCIAL EFFECTS

Expenditure by the Guarantee Section of the EAGGF in respect of raw
tobacco amounted to 183,6 million u.a. in 1974 and 228,5 million in
1975 and is estimated at 208,3 million u.a. in 1976, or 5,9%, 4,8%

and 3,6% respectively of the Guarantee Sectionfs total expenditure.
Of the total amount of 208,3 million u.a., 6 million were spent on

refunds and 202,3 million u.a. on intervention.
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11, FRESH AND PROCESSED FRUIT AND VEGETABLES
1

I. Fresh fruit and vegetables

T Introduction

Community production of fresh fruit and vegetables in 1974, including
crops intended for processing, amounted to 28,3% by value of final crop
production, or 11,5} by value of final agricultural production.

It held steady at this level in 1975, to represent 11,9% of final

agricultural production.

The positions occupied by the main fruit and vegetable producing Member
States, according to their production expressed in '000 tonnes, are as

follows:
1975 1st Member State | 2nd Member State {3rd Kember State-
Pruit . Ttaly 9,620 France 3,235 Germany 3.114
Apples Ttaly  2.127 France 2,126 Germany 24035
Pears Italy 1.453 France 409 Germany . 386
Pea.chgs Italy 1,139 France 109 Unite d-,
Veﬁta‘bles Italy 10.740 France 4.550 Kingdom 3,076
Cauliflowers Italy | 610 France 460 E{‘{;&gm 287
Tomatoes . Italy 3.637 France 514 Fetherlands 371

2. Production

Commercial fruit production2 in the Community in 1975 amounted to
17,6 million t, an increase of 2,%} compared with the previous year.

The trend was not the same in all the Member States;

in some of them

(Italy, the Netherlands, Belgium and the United Kingdom) a drop of
0,9 to 11,8} was recorded, which was balanced by a rise of 12,4% in
Denmark and 25,% in Germany. For the last two years, production in

France has been virtually unchanged.

These variations are due to the well~known phenomemon of alternation of
fruit crops and do not signify a particular trend; +the annual rate of
change of ~0,6% confirmed that between the 1975 harvest and that of

”1968", production was fairly stable,

'See Tables T1.B/11.1 to II.B/11.15. of Part II

2‘I'h:i.s is "biological production", i.e,,total production, even if not

harvested, excluding that from household gardems.
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The following observations may be made about the main fruit crops:

(a)

(v)

()

compared with the 1974 harvest, there was an increase in Community
apple production of around 28% in 1975. This increase was general,
though it was pariiculsrly marked in Germany ( +58,8%) and France
(+32,0%). Ir Italy, the largest producer, it did not exceed 13,0%.
It is therefore not surprising that apples account for around 40% of
totel fruit production;

pear production drcpped hy around 6,6%; Italy and France the main
producer couriries, regzisteved & drop of 3,6 ard 3.9% respectively,
while in Cermany, the third mcst important prodvcer, an increase of
16,5, over 1974 was reccerded. In the other Member States, trends
were in the other direction; however, they had little effect on the
overall situation in view of the relatively low volume of national
production;

peach production was particularly low in France in 1975 (around 20%
of the normal level) and dropped hy 9% in Italy as compared with 1974;

citrus fruit production, representing 15,7% of total fruit production
in 1975, dropped by 4,3% compared with 1974; however, only the
orange crop was affected as production of lemons and small citrus
fruits (mendarins and clementines) rose by 5,7 and 4,9% respectively.

Commercial vegetable production in the Community reached 23,08 million %
in 1975, a drop of 1,5% on 1974, corresponding to a normal fluctuation.

However, limiting the analysis to the longer-term trend, the anrmal rate
of change of only -0,3% for the original Community from "1Y68" to 1975
indicates some degree of stability.

The following observations should be made about the two main prcducts:

(a)

(b)

canliflower production was more or less steady, varying between
1,55 and 1,58 million t in the period 1973-75;

tomato production, rerresenting srcurd 207 of total annual vegetable
production, dropped by 1,4 from 1974 to 1975 after increesing by
7,7% from 1973 to 1974. Over the longer period "1948" to 1975, for
the original Community the annual rate of chung: was only +0,6%.
Thus, there have bsen fairly wide flucturtiore in preduction from one
year to another arcund a2 relatively ccmstant average.
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3. Cunsumption

Internal cousumption of vegetables in the Community amounted to
28,6 million t in 1974/75, a figure identical to that recorded in

1973/74.

This utilization, whick also includes preserved vegetables expressed as
fresh produc’} weighi, was mainly acoounted for by human consumption
(88,8%); animal feedingstuffs accounted for only 0,6 whilst market
losses represented 10,670.

Internal fruit consumption, including citrus fruits, dropped, accounting
for only 20,5 million t in 1974/75 compared with 22,5 million t in
1973/74, owing to a decline in utilizable production.

Human consumption absorbed 89,4%, industrial uses other than food

manufacture 3,3% and animal feed 0,%%. The remaining 6,4% was accounted
for by market losses.

(a) Human consumption

The average human consumption of vegetables in the Community amounted
t0 98 kg in 1974/75, varying considerably from one Menmber State to
another; In Italy it reached 155 kg compared with only 48 kg in
Denmark.

Per capita annual consumption in the original Community was around
107 kg. This figare is fairly stable, since the anmual rate of
change for the period "1957/68" to "1973 /74" was only O,%b.

Anmual per capita consumption of fruit in 1974/75 was 79 kg,
including 23 kg of citrus fruits and 56 kg of other fruit (excluding
tropical fruit suck as tananes and pineaprles and dry and dried
fraits).

As in the case of vegetetles, consumption varied widely from one
Member State to snother: 102 kg in Germany, 33 kg in Ireland.

Irndividual consumption of citrus fruits in the original Community
rose by 2,5% a year from "1967/68" to "1973/74", while that of other
fruits éroppec bty 1,60 a year over the same period.

(b) Animal consumption and industrial uses

Only very small quentities of fruit and vegetables are absorbed by
these two outlets, and the uses are for the most part fortuitous.

(¢) Re*e of self-supply

The Community's self-supply rate is particularly high for vegetables,
reaching 94% in 1974/75: the figure is 19% for fresh fruit and 44%
for =2itrus fruits.
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4, Trade

The Community's total imports of fresh fruit in 1975 amounted to
6,8 million t, an increase of 8,69% over 1974.

Around two thirds of these imports came from non-member countries, the
rest from intra-Community trade.

Citrus fruits, at 3,3 million %, were the most heavily imported, folléwed
by apples, imports of which amounted to 1,3 million t (including intra-
Community trade).

Fruit exports totalled 3,26 million t in 1975, an increase of 5,8} over
1974. Around three-quarters of this volume was accounted for by intra-
Commnity trade, one quarter being exported to non-member countries.

The main export products were apples at 1,2 million t, citrus fruits at
0,6 million t, and pears, table grapes and peaches at a little over
0,3 million t.

Imports of fresh vegetables in 1975 totalled 2,8 million t, a drop of
5,13% compared with 1974; tomatoes and onions accounted for around
0,7 and 0,6 million t respectively.

Exports were 3,44% down on the 1974 figure, totalling 2,27 million t;
only 0,34 million t went to non-member countries, but this volume was
1,8% higher than in 1974.
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Prices

Common prices

The basic prices and buying-in prices for the 1975/76 marketing year
have been increased so that the resulting average withdrawal prices,
at which producer groups buy back their members' unsold produce, are
about 11% higher than the withdrawal price for the 1974/75 marketing
year except in the case of apples and pears, for which the increase

is only about 9%.

The average increase from 1975/76 to 1976/77 was 4% for epples and
pears and 8} for other products.

Since basic prices and buying-in prices were first fixed in 1967/68,
the corresponding withdrawal prices have thus increased by from 42%
to 100% according to product,

These are, of course, average increases which may vary to a greater
or lesser extent according to season, as the basic prices and
buying-in prices are fixed at different levels during the marketing
year.

The reference prices, which determine the minimum level of entry
prices for imported products, showed an average increase from 1975/76
to 1976/77 of about 7% for apples and pears and around 8% for other
products, though varying from one period to another.

Market prices

Fruit and vegetable prices vary considerebly from one time of the
year to another, from one market to another and from one batch to
another.

An analysis of the data available leads to the following conclusions
based on average basic and buying-in prices for pilot products:

(1) Apples (Golden Pelicious variety, quality class I, size not less
than 70 mm)

The exceptionally abundant apple crop in 1975/76 had an
unfavourable effect on prices which, compared to 1974/75, dropped
by from 6 to 35% depending on Member State. Only in Italy were
retail prices slightly higher than in the previous marketing
year.

Average monthly prices were higher than the corresponding basic
prices in Italy, Ireland and Demmark; they hovered around this
price in the Netherlands, but were generally lower on the other
markets, where the disparity sometimes amounted to almost 40% of
the basic price.
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Pears (various varieties, quality class I, size not less than 60 mm
or 70 mm according to period)

Apart from Dermark, where the average price for the season was more
or less equal to that in the previous marketing year, the prices of
pears recorded in 1975/76, compared to those in 1974/75, rose by
around 20% in Germany and Italy, around 33% in France, the United
Kingdom and Denmark, 67% in the Netherlands and 114% in Belgium,

Monthly average prices were generally much higher than the
corresponding basic prices except in Italy, where they hovered
around the basic price from November onwards.

Teble grapes (various varieties, quality class I)

Compared to 1974/75 levels, prices in the 1975/76 marketing year
showed an increase of 27% in France and a drop of 17% in Italy,
where the monthly averages were considerably below the basic prices.

Peaches (various varieties, quality class I, size 51/61 mm or
81/6] mm according to period)

As g result of the abnormally low production in France, no
meaningful information can be obtained on the level of prices on
French markets.

Ccmpared to 1974/75, prices rose by 60% on the Italian market, often
reaching twice the basic price.

Lemons (quality class I, size 53/62 mm)

The average annual price for lemons in 1975/76 was around 17% higher
than in the previous marketing year.

Depending on markets and periods, the average monthly prices were
higher or lower than the corresponding basic prices.

Mandarins (quality class I, size 54/64 mm)

The average anrual price was only slightly higher (1,5%) than in
1974/75, whilst average monthly prices were scmetimes higher and
sometimes lower than the basic price, depending on markets and
periods.,
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(vii) Oranges (various varieties, quality class I, size 67/80 mm)

The average price of oranges in 1975/76 was up by about 8% on
1974/75.

The average monthly prices, which were fairly steble during the
season and varied little from one market to another, held at
16-20% below the basic price,

(viii) Tomatoes (round, quality class I, size 57/67 mm)

In all the Member States with the exception of Ireland, tomato
prices in 1975 were higher than in 1974, though the increase
varied considerably: 0,6f in Germany, 17% in France, 79% in Italy,
35% in the Netherlands, 32% in Belgium, 13% in the United Kingdom
and 12% in Dermark.

The average monthly prices were always considersbly higher than
the corresponding basic prices,

(ix) Canliflowers ("with leaves" or "trimmed”, according to period,
quality class I)

Except in the United Kingdom, where there was a 3% drop compared
to 1974, the average anrmal price of cauliflowers in 1975
increased by 13~25, depending on Member State, and by as much as
48% in France.

On almost all markets, average monthly prices were nigher -
sometimes considerably so - than the corresponding basic prices,

Obviously, the often rapid change in daily prices and the conversion
fectors applied to producits which differ from the pilot products may
explain why, despite average prices higher than the basic price, some
products fell short of the withdrawal price and were withdrawn from the
market by the producer groups.

Moreover, as a result of the depreciation of certain currencies, price

changes expressed in u.a., sometimes differ from those expressed in
national currencies in the countries concerned.

World prices

Strictly spesking there are no world markets -~ and, accordingly, no
world prices — for fruit and vegetables, the prices for products being
fixed more or less independently on the principal markets.
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However, to limit competition facing Community products from
abnormally lowepriced imports from non-member countries, certsain
measures can be taken under the system of reference prices,

(d) Consumer prices

According to the indices, consumer prices in 1974 showed only = slight
incrense in Germeny, Luxembourgg&&mm 2,4 to 3,8%); Italy »nd the
United Kingdom experienced increases of around 20,0%, while for the
other Member States they ranged from 7,8 to 12,3%.

In the United Kingdom and Ireland the increases were 37,4% and 34,8%
respectively in 1975; in the other Member States they ranged from

13,2 to 19,5%
6. Outlook

The repid succession of crops, which often permits two harvests to be
obtained per plot, and the possibility of using fixed (greenhouses) or
movable (frames, mobile glasshouses) means of protection are frotors
giving great flexibility =»nd enabling production to adapt itself
rapidly to demsnd. On the basis of the trends in vegetable

production over the last few years, no major changes are to be
expected in the immediate or more distant future.

As regards fruit, the initial survey to determine the production
potential of plantations of certain types of fruit trees {(Council
Directive 71/286/EEC) has enabled some conclusions to be drawn
although the Member States carried out the survey at different times.

As regards apples, orchards planted less than 10 years ago account for
more than 60% of the area under apple—trees in France, the Netherlands
and Belgium, for 44% in Germany and 36% in Italy; but in each of these
Member States the proportion of orchards aged less than 5 years was
less than that of orchards aged between 5 and 9 years.

One may therefore expect over the next few years an increase in apple
production followed by a slowdown or stagnation.

As regards pears, the situation is fairly similar except that the
proportion of orchards aged under 10 years is still smaller. Only
in France, where it amounts to 57%, is there a very young production
potential.
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The prospects for these iwo products may however have been partly
changed as a result of the grubbing measures adopted by the Council .

As regards peaches, orchards aged under 5 years accounted for 36% of
the total area in France and 38% in Italy; orchards aged 5 to 9 years
represented 37% and 35% respectively. Seeing that a peach orchard

has a productive life of about 15 years, one may conclude that renewals
are being made regularly in both countries and that no great change

in production is to be expected.

As regards oranges, the survey revealed that the youngest orange groves
(less than 5 years) account for only 11,6% of all orange groves, which
is a lower percentage than for any of the higher age categories. It
seems, therefore, that there is a decline in new plantations, which will
reduce production in the future.

Te Fconomic aspects of the measures adopted

(a) Import and expori measures

(i) Countervailing charges on imports

During the 1975/76 marketing year, countervailing charges were imposed
on imports of the following products:

~ cucumbers from Spain, Bulgaria and Romaniaj;

~ tomatoes from Spain, Morocco and Bulgaria.

These measures, some of which were applied for only a short time,
resulted in higher prices for the imported products following a drop or

even a complete halt in shipments to the Community.

(ii) Export refunds

Export refunds were fixed during the 1975/76 marketing year for fresh
sweet oranges, fresh mandarins, fresh lemons, fresh table grapes,
walnuts in shell, shelled almonds, shelled hazelnuts, apples other
than cider apples, peaches and tomatoes.

These refunds, which vary according to the product and are generally
fairly low, were fixed only for destinations which afforded real export
outlets and if justified by difficulties in effecting exports.

1Coun.cil Regulation (EEC) No 794/76 of 6 April 1976 laying down further

measures for reorganizing Community fruit production (0J No L 93 of
8.4.1976, p. 3).
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(iii) Protective measures

A protective measure was adopted on 9 June 1976 against the import of
dessert apples from Chile, suspending the free circulation of these
apples in the Community from 9 to 30 June 1976.

(b) International agreements

Imports of apples from the Southem Hemisphere are normally spread over
the six months from March to August.

In view of the surplus of apples in the Community, discussions were held
with the main exporting countries, which led to an agreement whereby these
countries adjusted the timetable of their shipments in such a way that the
quantities sold from April to June did not exceed the amount the market
seemed able to absorb without difficulty. These quantities were

similar to the import figures for April, May and June 1974 - a period

for which a similar agreement was concluded.

(c) Withdrawals from the market

At almost 800.000 t, the quantities of apples withdrawn from the market
in 1975/76 were particularly high, representing 10,59% of production.
The highest figures were recorded in France and Italy, both in absolute
terms (400.000 t and 323.600 t respectively) and as percentages of
national production (18,82 and 15,22% respectively).

Withdrawals of pears were lower than in most years, even though they
amounted to 7,31% of Community production. Italy accounted for 98,3% of
the withdrawals, which corresponded to 11,88% of its national production.

In view of the smallness of the crop, especially in France, only Italy
withdrew peaches from the market; the quantities were relatively
limited, however, amounting to only about 33.000 t, or 2,63% of
Community production.

Withdrawals of oranges and lemons were also relatively low, amounting
to 2,77% and 1,29% respectively of Community production.

The amount of mandarins withdrawn from the market was, on the other hand,
proportionally larger, amounting to 12,79% of production.

There were no withdrawals of table grapes.
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Withdrawals of cauliflowers were very low, amounting to only 4.800 t
or 0,31% of Community production.
Withdrawals of tomatoes amounted to 133.300't, corresponding to 2,76%
of Community production. Of these withdrawals, more than 93% were

made in Italy and 6,4% in the Netherlands.

(d) Unity of prices

(i) Accession compensatory amounts

With effect from 1 February 1973, accession compensatory amounts were
introduced for certain products and certain periods. These amounts
are reduced by 20% each year in accordance with the Treaty of Accession.

(ii) Monetary compensatory amounts

No monetary compensatory amount was fixed for fruit and vegetables.

(e) Measures to promote the marketing of Community citrus fruits

Measures to promote the processing of oranges

For the 1975/76 marketing year, the financial compensation — that is,
the penetration premiums - provided for by Council Regulation

(EEC) No 2511/69 of 9 December 1969, laying down special measures for
improving the production and marketing of Community citrus fruit, as
amended by Regulation (EEC) No 2481/75, was fixed at the following
rates:

748 u.a. per 100 kg net for oranges of the Moro, Tarocco, Ovale
calabrese, Belladonna, Navel and Valencia late varieties;

6,7 ue.a. per 100 kg net for oranges of the Sanguinello variety;

4,4 u.a. per 100 kg net for oranges of the Sanguigno and Biondo
comune varieties;

6,7 u.a. per 100 kg net for mandarins;
3,9 uve.a. per 100 kg net for clementines;
4,7 uea. per 100 kg net for lemons.

In application of Council Regulation (EEC) No 2601/69 of 18 December 1969
laying down special measures to encourage the processing of ceriain
varieties of oranges, the minimum prices to be paid by processors to
producers of oranges and the financial compensation payable to these
processors were fixed at the following levels for the 1975/76

marketing year:
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III "6t mixed

Class ef Minimum price ‘Pinancial o
product per 100 kg net ;::p:gga;;ozet
1 T,30 ,u.a;k 4,70 wu.a.

II 6,00 u.as 3,40 u.a.
4,70 unsas 2,10 y.a.

8. Budgetary expenditure

The expenditure of the Guarantee Section of the EAGGF for fruit and

vegetables, including processed fruit and vegetables, amounted in 1974
to 66,9 million u.a. and in 1975 to 90,3 million u.a., while for 1976

it is estimated at 172,8 million u.a., or 2,2%, 1,9% and 3,0%
respectively of the total expenditure of the Cuarantee Section.
sum of 172,8 million u.a. breaks down into 44,9 million u.a. of

expenditure on export refunds and 127,9 million u.a. on intervention

measures.
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II. PROCESSED FRUIT AND VEGETABLES

1.  PRODUCTION -
From 1974 to 1975, production of the main processed fruit and vegetable
products changed as follows: | (in t)

Products precessed i 1974 1975

from: :

Vegetables 2.68644T1 2.627.250 ‘

Fruits g 146194530 1,595,861

l : j

Generally, production of preserved vegetables remained more or less
stable from 1974 to 1975.

The production of jams, marmalades and jellies was similarly little
changed from 1974 to 1975. Preserved fruit production, on the other
hand, was around 20% below the 1974 level., The increase in the
production of fruit juices (i.e. citrus fruit juices and others) is
estimated at between 15 and 20%.

Community production of some sensitive products was as follows:

(a) Tomato concentrates: production was 156.500 t in 1975 compared to
181.800 t in 1974, a drop of 16,2%;

(b) Peeled tomatoes: production dropped by 17,5%, from 705.600 t
in 1974 to 582.200 t in 1975;

(¢) Tomato juice: production rose from 33.000 t in 1974 to 37.000 t
in 1975, an increase of 12,1%;

(d) Preserved mushrooms: production dropped by 4,0%, i.e., from
160,900 t to 154.000 t, from 1974 to 1975;

(e) Preserved peaches: production was 25.800 t in 1975, considerably
lower than the 40.150 t recorded in 1974. This represents a drop
of 35,7%

(f) Citrus fruit juices: production in some Member States is based on
the reconstitution of imported citrus fruit juices, Italy being the
only Community couniry which produces these juices from fresh
home-grown citrus fruits. The production of orange juice in
Ttaly was 63.000 t in 1974 and rose by 15,1% to 72. 5oo t in 1975.
Lemon juice production also increased, rising by 13, 2% from

390300 t in 1974 to 44.500 t in 1975
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The general statg of trade in this sector is shown in the following

table:

1974

IMPORTS EXPORTS - -

K EUR (1000s)| EUR ('000s)
TOTAL 3,502,125 1,637,666 2,046,205 928,001
INTRA 1,572,728 718,508 | 1,671,892 117,661
EXTRA 1,922,861 916,351 358,246 196,938

1975
THPORTS EXPORTS
% EUR (1000s) + EUR (000s)

TOTAL 3,549,613 | 1,659,675 | 1,953,614 886,713
INTRA 1,642,758 747,303 1,675,188 728,065
EXTRA 1,897,031 970, 533 258,133 150,982

The available quantities of tomato concentrates and peeled tomatoes

fell from 1974 to 1975.

and secondly to lower imporis,.

This was due first to a drop in production

The available quantities of tomato concentrates for consumption dropped
by 16,2%, from 272.700 t in 1974 to 228.400 t in 1975.
from 151.200 t in 1974 %o 104.900 t in 1975 and exports also fell,
from 60.400 t in 1974 to 33.000 t in 1975.

stable at 71.000-72.000 t for both years.

Imports fell

Intra=Community trade was

Imports of peeled tomatoes dropped from 76.300 t in 1974 to 53.500 t
in 1975, whilst exports dropped from 53.900 t to 33.400 t. The
fall of 17,3% in the quantities available on the Community market
(from 727.900 t in 1974 to 602.300 t in 1975) was due to the
previously mentioned drop in production.

i Intra~Commmunity trade
amounted to around 113.000 t for both years.
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Imports of tomato juice dropped from 11.000 t in 1974 to 10.000 t

in 1975. Exports also declined, from 1.700 t in 1974 to 1.100 t in
1975 In view of the increase in production, the overell effsct was

to increase the quantities available for corsum»tion in 1975 tc 45.800 t,
a rise of 8,3%.

Imports of preserved peaches rose from 136.300 t in 1974 to 163.000 t
in 1975. Exports were at a very low level during these two years
(200-300 t). The quantities available for consumption were 176.000 %
in 1974 and 188.600 t in 1975, an increzse of 7, 1%. ’

The available quantities of orange juice increzsed uy+11,1%, from
251.100 t in 1974 to 278.000 t in 1975. Imports rose from 194.100 t

in 1974 to 212.600 t in 1975, while exports rose only from 6 000 t in
1974 to 6.500 t in 1975. Intra~Commrnity trade emounted to 95.300 t in
1974 and 116.300 t in 1975.

Mainly because of the growth in production, the quantities of lemon
juice available for consumption rose by 11,0% from 1974 to 1975,
reaching 45.000 t in 1975, Imports fell from 2.400 in 1974 to 800 t
in 1975, whilst exports dropped from 1.200 t in 1974 to 250 t in 1975.

The quantities of preserved mushrooms available for consumption dropped
only slightly (by 0,7%), from 179.800 t in 1974 to 178.600 t in 1975.
Imports fell from 47.000 t in 1974 to 44.600 t in 1975; exvnrts also
fell, from 28.100 t to 20.500 t.

3. PRICES

Price levels for tomato concentrates, peeled tomatoes and tomato juices
were fairly high in 1974, leading to the suspension of the export refunds
for these products in October 1974. Prices have gradually fallen since
the beginning of 1975 under the pressure of high production in the main
producer countries and somewhat reduced demand due to the high prices in
1974 and the existence of large stocks held by some consvmer industries,
particularly in the United Kingdom. Export refurds for the three
tomato—-based products were reintroduced in May 1975, the levels being
increased in October 1975 in respect of tomato corcentrates and in
December 1975 in respect of peeled tomatoes.

The low price levels for preserved mushrooms, which led to the
introduction of protective measures in August 1974, continued during the
first half of 1975; as a result, these measures were tightened up in
July 1975. The market started to return to normzl in the secord half
of the year, and the protective measures were gradually ezsed in 1976.

The prices of other processed fruit and vegetable products remained at
satisfactory levels in 1974 2nd 1975.
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4. OQUTLOOK

Production of tomato-based products is expected to fall in 1976,
compared to 1975. The price of tomato concentrates, in particular,
has risen during the second half of 1976.

Production of preserved peas and green beans is appreciably lower in
1976 than in previous years. The price of these products will probably
increase despite the fact that stocks were carried over from last year.

The market for preserved mushrooms has slowly continued to return to

normal in 1976. If this trend continues, suspension of the special
measures may become possible.

5. BUDGETARY EXPENDITURE

See I. 8.
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The live plants sector includes open—air products (bulbe and
nursery products) and grown under glass products (a growing proportion

of cut flowers and ornamental plants).

This sector - with an annual

production valued at 2.100 million u.a., representing 3% of total
agricultural production in the Community — has generally been able to
hold its own despite the problems caused by the energy crisis and the

economic downturne.

2e Production

Production in this sector may be estimated as follows:

(million u.a.) change in - %
Bulbs | Nursery | Cut Bulbs, { Fursery | Cut
products flowers | - products flowers
. Pot. - | Pot
plants plants:
1972 167 305 1.389
1973 160 324 1.498 -4 % +7% +71%
1974 154 304 1.592 -4 % -6% +6%
1975 150 304 1.605 -3% | +0%| +1%

The sector is now in a period of consolidation after 20 years of
extremely rapid development.

3. Consumption

The available sources reveal no significant change in consumption.

4. Outlook

The sector has entered a period of consolidation, combined with an
effort to convert and modernize the means of production to curb the
rise in production costs, develop new products and find new outlets.
This general trend will no doubt continue in the immediate future.

1

See Tables II.B/11-22 of Part II.
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12. HOPS1

1. Introduction

Hops are a worldwide market, with considerable trade between countries.
They are very sensitive to variations in climate, to disease and to
parasites and the world market thus fluctuates widely from one year to
the next. In 1975, world production was 113,500 t, an increase of 2%
on 1974.

During the period 1969-73, the world's hop producing areas increased to

a greater extent than demand, the result being a drop in prices. The
imbalance beiween supply and demand results from the increasing use of
hope extracis in the brewery industry and from the high demand for varieties
rich in alpha acid. This has resulted in the use of fewer hops per unit
of beer. In addition, new techniques for the manufacture of hop powders
anc exvracts enable these products to be stored for several years.
lMerchants! and brewery stocks from the 1973 harvest surplus exerted
pressure on the 1974 market, and in 1975, there was again a surplus.

As a result, in 1975, contract prices increased less than inflation rates,
and nor~contract prices dropped by 8% against 1974.

Ce tructure

In 1975, the Conmission recorded that there were 9.246 hop growers in the
Community, including 7.055 members of recognised producer groups, the
setting up of which is encouraged under Regulation (EEC) No 1696/71, as
well as 440 members of non-recognized groups, and 1.751 independent
ErOWerS.

3~ Production

EEC production was 44.700 t in 1975 (about 39% of world production of
hops); this represents a reduction of 7% on 1974, from an area of about
29.000 ha (a reduction of approx. 300 ha on 19745.

However, demand expressed in terms of alpha acid content went up

considerably. The above mentioned increase in demand for varieties

rich in alpha acid has led to large~scale replantings with those

varieties in all the Member States. After the harvest surplus of 1975,

merchants' and brewery stocks, before the 1976 harvest, represented
nine months' production (about 50% above normal ).

4. Consumgtion

The brewery indusiry is the only consumer of hops. The aunual increase
in the demand for beer is about 3,5% in the world (the highest increase
in beer production is in the Third World couniries) and 1-2% in the
EEC. TFor the reasons stated above, the demand for hops is increasing
less rapidly, by 2—3% in the world, and is more or less stationary in
the EEC.

'See Tables TI.B/12.1 ~ II.B/12.6 of Part II.
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5¢ Trade

In 1975 the EEC exported 37% of its production to non-member countries.
A study of the figures shows that imports of cones from non-member
countries, particularly from the United States, decreased on 1973,
whereas imports of extract remained fairly constant. Exports of cones
and extract to non-member countries decreased on 1974 because of the
small harvest in 1975.

6. Prices

In 1974 average prices increased by 5% on 1973. In 1975, however,
though they were up 3,0% for hops sold under contract, they dropped
by 8% for hops not sold under contract, and thus did not reach their
level for 1972, a year of relative balance on the market. With a
world surplus, strong inflation, and Community production well in
excess of internal demand, the tendency of producers to sell on the
open market explains the drop in prices since 1972. The conclusion
of contracts between members of producer groups and buyers is
essential in order to achieve a more balanced market and to ensure

a certain degree of stability. It is for this reason that Commnunity
legislation encourages the setting up of producer groups.

7. Medium-term Forecasts

For the 1976 and 1977 harvests, in view of the market structure, there
is likely to be a slight reduction in the world area under hops. The
yields for the 1976 harvest will be lower than in 1975 because of the
drought in Europe, and may bring about a reduction in world stocks. In
view, however, of the high level of stocks in 1975, no major increase
in prices should be expected, although the prices of hops not sold
uwnder contract will improve.

In 1977, despite the expected reduction in the world area under hops, the
imbalance recorded in 1975 and 1976 could continue, and it is even to be
feared that the level of stocks may rise againto what it was before the
1976 harvest.

For 1978, the likelihood of a more stable market depends mainly on an acce-
lerated reduction of the area under hops at both world and Community levelss

8. Revision of the Basic Regulation

As a result of the surplus on the world and Community markets during

1973 and 1974 and of different prospects for 1975, the Commission
forwarded to the Council in February 1976 a proposal to change the
present system of production aid with a view to ensuring effective control
of the Community market. This will require making provision for;

a strengthening of the role of producer groups on the market,

the development of a contractual hop market,

improved guidance on varietal conversion, linked with a partial
reduction in the area under hops,

the granting of production aid according to groups of varieties in
order to meet market demand more effectively

a ban on the extension of the Community area under hops for a certain
period.
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9. Budgetary Expenditure

The expenditure of the Guarantee Section of the EAGGF was 4,4 million u.a.
in 1974, 8,0 million u.a. in 1975 and is estimated at 15,0 million u.a. in

1976, or 0,1%, 0,2% and 0,3% respectively of the total expenditure of the
Guarantee Section.
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13. MILK AND MILK PRODUCTS]

1. Introduction

(a) In 1975, milk production represented 18,7% by value of the
Community's agricultural production. Of the total world output of
milk in 1975, estimated at about 380 million t, the Community's
share was some 92 million t, which represented a substantial
proportion of world production, namely 24%.

(b) There have been considerable changes in the structure of milk
production in recent years. There are some 2 million milk producers
in the Community owning about 25 million dairy cows. 1,5 million
producers own fewer than ten cows, accounting for about 20% of the
total dairy cow numbers. The average size of herd varies from

five cows in Italy to 70 in Scotland; +the Netherlands represent

a mid~point (23 cows per herd). In general, it may be said that in
the specifically dairy regions of the Community (regions where
permanent pasture occupies more than 50% of the UAA) the number

of dairy cows has increased by about 25% in the last ten years,
whereas in regions which are not principally given over to dai
farming (regions where permanent pasture occupies less than 25%y

of the UAA) the number of dairy cows has decreased by almost 20%.

The restructuring of milk production seems to be continuing;

it has even increased in recent years and has taken the following
forms:

- drop in the number of milk producers;

- increase in the average number of cows per herd;

~ standstill and even slight decrease in the total number of dairy cows;

- continuous improvement in the average milk yield per cow,
disregarding economic fluctuations;

~ increasing transfer of milk production to regions where there is a
high proportion of permanent pasture;

- maintenance of the slight growth in milk production as a whole.
(c) The preparation and processing of milk in the Community is

carried out by some 7.000 firms with about 9.000 establishments,
almost half of which are in Italy.

TSee Tables II.B/13.1 to II.B/13.26 in Part IL.
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According to the latest statistical data, gathered at the end of 1973,
the following are the average quantities of milk treated and processed
per establishment:

‘000 ¢
Italy 117
France 9.1
Denmark 1440
United Kingdom 1641
Germany 19,2
Ireland 2647
Belgium 2849
Netherlands 3940
Luxembourg 5644

With concentration and modernization, the number of establishments is
continuing to decrease. The aim of the rationalization measures is
to lower processing costs and make more effective use of modern
techniques for the production of products of high profitability.
However, these rationalization measures reach their limit of
effectiveness when the savings resulting from their application

to the production of milk and milk products no longer compensate
for the increased transport and distribution costs. Where this
principle is not taken into account, producers whose milk is

bought at relatively low prices are penalized by a concentration
of the dairy indusiry.

2. Production and use of milk

(a) In December 1975 the number of dairy cows in the Community was
24,8 million, i.e. 1,8% less than in the previous year. Trends
differed, however, from one country to another. With the exception
of Germany, the number of dairy cows decreased in all Member States,
Luxembourg and the United Kingdom registering the most pronounced
decrease (over 4%). The latest figures available point to a
further slight reduction in dairy herds in the Community as a
whole.

(b) The sharp rise in milk production and deliveries in 1972 has
not been repeated since 1973. In 1975, milk production

(91.7 million t) exceeded that of 1974 by only 0,5%. In view of
the long period of drought suffered by large areas of the Community,
milk production in 1976 is expected to increase only slightly.

Deliveries of milk to dairies continued to increase in 1975
(81,7 million t), this being 0,6% up on 1974.

The main reason for milk deliveries decreasing in Italy, Belgium and Luxemoourg
in 1975 was that the costs of milk production, particularly the

prices paid for feedingstuffs, increased. Producers! receipts

from milk did not rise to the same extent, so that the overall
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profitability of milk production fell. But milk deliveries in all the
other Member States, particularly the Netherlands, Denmark and
Ireland, increased.

3. Production and consumption of the principal milk products

(a) Milk for human consumption

Production and consumption rose slightly in 1975, consumption being
26,8 million t, 18% more than in 1974. The consumption of whole
milk continued to decrease, whereas that of semi-skimmed and skimmed
milk increased. Sales of cream rose slightly. As regards the
consumption of fresh milk products (yoghourt and milk-based
beverages), the rate of increase has practically stabilized in
recent years.

Where milk consumption is concerned, the demand structure is not
likely to alter appreciably and it is probable that there will be
no change in the trends recorded over the past few years.

(b) Butter

Butter production in 1975 amounted to 1.719.000 t. At the
beginning of the year the Community butter market was not
burdened with excessive surpluses. Account being taken of
imports, total supply was 40.000 t less than in 1974. Since both
per capita and overall consumption remained practically stable,

a balance was achieved on the Community market in 1975. Stocks
were relatively low (164.000 t) at the end of 1975.

Since then, the situation has changed. Production will probably
be 2% higher in 1976 that in 1975. Butter consumption in the
Community, which was tending to stabilize, should fall again in
1976. This applies both to consumption at market prices and to
sales under special measures. This reversal in trends is due
mainly to two increases in butter prices while consumer subsidies
have decreased in several Member States and the price of

margarine has generally remained stable, which has reduced butter's
share of the market.

Exports to non-member countries have continued to fall in the wake
of the massive special sales in 1973 which, thanks to high subsidies,
to some extent eased the situation on the butter market.

As a result, stocks at the end of 1976 will be about 250,000 +t.

Given the expected further drop in consumption and the slight prospects
of selling the product on the world butter market, it is to be

feared that the imbalance will grow.
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(¢) Skimmed milk powder

Skimmed milk powder production amounted to 1.988.000 % in 1975, i.e.

8,6% more than in 1974. Consumption was 1.290.000 t, which meant

that it dropped by about 110,000 t (8%) during the same period. Of

the quantity consumed in the Community, it proved possible to sell

just under 20% for human consumption at market prices, the remaining

80% being used for the production of compound feedingstuffs selling

at extremely low prices and chiefly intended for the rearing and
fattening of calves. Whilst exports decreased, stocks increased by

some 600.000 t, reaching the unprecedented figure of almost 1,2 million %
at the end of 1975.

As regards skimmed milk powder, the serious imbalance continued in
1976, Community production increased by about 5% compared with
1975 but sales of skimmed milk powder intended for human consunption
continued to drop during the same period. In the case of skimmed
milk powder intended for animal feed, only administrative measures
made it possible to halt the downturn in demand. These included
subjecting the granting of aid for animal feed to the requirement
that the compound feedingstuffs concerned (particularly milk
replacers) must contain at least 60% of skimmed milk powder and the
temporary obligation to buy skimmed milk powder which, together
with the special security for competing feedingstuffs, congsiderably
expanded the outlets.

Since exports in 1976 are unlikely to reach the levels of previous
years, stocks at the end of 1976 will not be lower than those recorded
a year earlier, in spite of the measures introduced. It is probable
that almost all the surplus will be held in public stocks since
private stocks were steadily absorbed by manufacturers, traders

and processorse.

(d) Cheese

In 1975 cheese production in the Community amounted to 2.927.000 t,
i.e. 1,7% more than in 1974, and it is expected to rise to 2.950.000 t
in 1976,

Production and consumption of cheese are clearly no longer showing
the high rates of expansion seen in preceding years. Overall cheese
consumption appears to have reached a level which is unlikely to
rise appreciably in the near future. Per capita consumption reached

11,3 kg in 1975,

On the other hand, the trends noted in recent years relating to the
consumption of the various types and qualities will probably continue.
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(e) Whole milk powder

In 1975 production of whole milk powder was 364.000 t, 5,5% more
than in the previous year. About 60% of total production was
marketed in the Community and about 40% in non~member countries.

No appreciable change is expected in 1976 as regards whole milk
powder, which is mainly used in baby foods. Production has probably
increased slightly.

(f) Condensed milk

Condensed milk production was 1.312.000 t in 1975 and has declined
slightly since 1973. The drop in consumption in the Community is
partly balanced by increased exports. In 1976 there is likely to

be a slight increase in demand for condensed milk and some improvement
in the general outlook for sales on the world market, so that
condensed milk production should look up.

(g) Casein

In 1975, Community production of casein and caseinates was
42.500 t, 30% lower than in 1974.

In 1975 production, especially of casein, was cut back drastically,
particularly in Ireland and France. The competitivity of Community
casein producers was at times noticeably undermined by the relatively
high prices for skimmed milk intended chiefly for processing into
powder. Also, New Zealand and the state—~trading countries offered
very low prices which contributed considerably towards reducing

the Community's share of its own market and the world market.

Since then the Community procedure for aid to the manufacture of casein
has been adjusted, so that it is hoped that in 1976 the economic
position of the Community's casein producers will improve.



- 90 -

4. World market situation and international trade

World market

In 1975, the position on the international milk products market was
completely reversed. The year was characterized by a drop in
consumption and imports and by an increase in production and stocks.
Milk production increased chiefly because weather conditions were
favourable in most areas of the world and the relationship between
milk prices and the cost of feedingstuffs improved. The economic
recession meant that a number of marginal dairy farmers continued
farming, partly for lack of occupational retraining facilities and
partly because inflation obliged the governments to raise milk
prices. These price increases caused a drop in consumption and
imports. Large stocks, particularly of skimmed milk powder,
therefore accumulated, thus creating an atmosphere of uncertainty
and a loss of confidence in importing countries, while less

expensive proteins were substituted for skimmed milk in feedingstuffs.

The downward trend in butter consumption continued in quite a
number of countries and at the same time price increases slowed
down the process of expanding outlets. Where cheese was concerned
the increase in national subsidies to producers resulted in the
introduction to several markets of measures limiting imports.
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In the United States cow numbers continued to decrease while yields
increased and total milk production rose marginally as compared with
1974. There was hardly any increase in liquid milk consumption.

The large stocks of cheese at the beginning of 1975 and the marginal
drop in consumption resulting from the general economic situation
resulted in a decline in American cheese production and hence an
increase in the quantity of milk available for butter production.
However, butter consumption increased and the only way to maintain
market equilibrium was to raise prices substantially. At the end
of 1975, available intervention stocks of skimmed milk powder were
still as high as 200.000 t in all, in spite of the large volume

of exports under the "Food for Peace" programme. Because of the
threatened introduction of countervailing duties on certain cheese
imports in 1975 total American imports of cheese dropped by
approximately 62,000 t, i.e. 43%. Imports from the Community
dropped by 32.000 t, i.e. almost 50%.

During the first half of 1976, milk production in the United States
continued to increase although the decline in the cow numbers
continued. Tne production of butter and skimmed milk powder
dropped again while cheese production increased considerably in
order to provide for the increased consumptiom resulting from
economic revival. In September 1976 intervention stocks of
skimmed milk powder had fallen to about 150.000 t.
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In Canada cow numbers and the milk yield per cow increased in 1975.
Total milk production rose by some 5%, entailing a substantial
increase in the production of butter and skimmed milk powder.

This in its turn almost completely halted imports of butter and
raised the stocks of skimmed milk powder by 140%. In 1975 the
Canadian authorities introduced an overall quota for cheese imports
and in 1976 a system combining a quota and a milk production tax,
the aim being to re-establish the balance between supply and demand.
During the first six months of 1976 milk deliveries increased by 5%
but dropped by some 11% between July and September. This drop
resulted chiefly in less butter and skimmed milk powder being
produced.

In New Zealand milk production increased by 12% in 1975 which was
equivalent to a return to normal after the serious droughts which
had occurred in 1973 and 1974. For the milk year June 1975 to
May 1976 a new record in milk production was registered. A
corresponding increase in the production of the principal
agricultural products resulted in higher stocks. Thus skimmed
milk powder stocks rose by almost 50% during 1975. In 1976 the
New Zealand Dairy Board plans to increase the production of
casein at the cost of skimmed milk powder production.
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In 1975 milk production in Australia increased by 2,5%, entailing
increased production of cheese and skimmed milk powder. Stocks of
skimmed milk powder almost doubled during 1975. In 1976 milk production
suffered from a severe drought in which a large number of cows had to be
slaughtered. Milk production during the 1976/77 marketing year will
therefore be considerably lower than in 1975/76.

Imports by Japan of butter and skimmed milk powder dropped in 1975 but
rose again in 1976 although the high 1974 level was not reached. Cheese
imports continued to decline, ’

To summarize, the main feature of the world market in 1975 and 1976 was
the large stocks of skimmed milk powder which were three to four times as
large as the normal quantity entering international trade. Export prices
- dropped during 1975 and, taken as a whole, reached the minimum price fixed
by GATT (ﬂ350/t fob for skimmed milk powder for human consumption) in
spring 1976.

Under these circumstances several countries, as also the Community,
stepped up supplies of skimmed milk powder under food aid programmes,
which represent the main potential outlet,

Cheese exports were hindered by various forms of import restrictions and
by the general consequences of the economic recession.
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Community exports

Community butter exports in 1975 amounted to 92,000 t (including food aid),
or some 23% of world trade compared with 28% in 1974. The fact that
exports by way of normal trade dropped by 47.000 t must be seen against the
high levels reached in 1974 chiefly as a result of deliveries of butteroil
for reconstitution. ‘

Community cheese exports decreased by a total of some 30.000 t, or 15%,
particularly because of the uncertainty in respect of countervailing duties
on the United States market. This uncertainty also caused the total volume
of world trade to drop so that the Community's share was reduced to about
34% compared with 38% in 1974.

Total exports of skimmed milk powder (including food aid) dropped by
135000 %, or 43%, exports of whole milk powder by only 9.000 t, or 5%,
and exports of condensed milk by 61.000 t, or 13%. The Community has
almost managed to maintain its previous share of the world market in whole
milk powder and condensed milk, but not in skimmed milk powder (39%
compared with 45% in 1974).

Thus, the general downturn recorded on the world market in milk products
in the second half of 1974 persisted in 1975,

Community imports

The fact that Community imports of butter in 1975 fell by almost 60.000 1,
i.e., 30%, is chiefly due to the drop in production (and exports) of
butteroil for reconstituting into butter. Imports of butter from New
Zealand under Protocol No 18 of the Act of Accession amounted to some
120,000 t. Cheese imports from New Zealand under the same Protocol
amounted to about 31.000 t. In all, the Community's cheese imporis
increased by 13% and represented 20% of the world trade, compared with 17%
in 1 9740

5« Prices

(a) Target prices and producer prices for milk

Following two alterations, the target price for milk for the 1976/77
marketing year was fixed at 16,76 u.a./100 kg. This represents an
increase of 7,5% over the previous marketing year and of 42,4% since

1 February 1973, the date of entry into force of the common organization
of the agricultural markets in the enlarged Community.

Intervention prices for butter, skimmed milk powder and certain Italian
cheeses were raised to try to ensure that the milk target price would be
obtained for the entire quantity of milk sold by producers during the
marketing year.
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Actual producer prices for milk varied in 1975; +these variations existed
not only as between Member States but also as between dairies and different
regions within Member States.

By and large, producers did receive higher prices in 1976 despite the
increase in treatment and processing costs. However, whereas in previous
years the average producer price in the Community had generally been higher
than the target price, it has rarely exceeded the target price since 1974.

(b) Wholesale and consumer prices

These prices in the Member States have been running more or less parallel
to the intervention prices. However, as a result of the continuing
inflationary tendency in all Member States, the indices of both wholesale
and consumer prices for milk and milk products have in certain cases risen
more rapidly than delivery prices to dairies, since increased charges at
the various marketing stages have been passed on to the consumer.

Owing to the stagnation of the demand for milk and milk products and the
generally slower increase in purchasing power, sellers sometimes had
difficulties in imposing price rises on the market in 1976. This explains
to a large extent the increased quantities, particularly of skimmed milk
powder, offered to the intervention agencies.

6. Outlook for 1977

In 1976 there have been no major changes in milk production and the
gquantities of milk delivered to dairies. Cow numbers have fallen further
than expected, mainly as a result of early slaughterings (due to the feed
situation in the autumn and difficulties on the market in beef and veal).
Even so, the yield per cow has increased, so that milk production and the
quantities of milk delivered to dairies have risen slightly. In 1977
there should again be a slight reduction in the number of dairy cows as
well as a further increase in the milk yield per cow. The supply
situation for feedingstuffs should be back to normal in 19773 it appears
unlikely that the temporary effects of the 1976 drought will continue to
be felt in 1977, Also, it is likely that protein feedingstuffs will
continue to be supplied at competitive prices.
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In these circumstances milk production could increase by 0,5 to 1,5% and
deliveries of milk by 1-3%. If the weather is good in 1977 this rise in
production and deliveries might gather strength. In general it will be
diffiocult to encourage greater consumption of milk and fresh milk products,
and a larger volume of milk will therefore be available for processing,
particularly into butter and skimmed milk powder, for which the annual rate
of increase could be as high as 2-4% for butter and 3~6% for skimmed milk
powder. For these two products the gap between production and consumption
will widen as a result of increased prices and structural changes (butter
market in the United Kingdom, fodder products market in the case of skimmed
milk powder). Cheese production will continue to reflect the commercial
possibilities of the market. Exports, which have been falling since 1975,
will probably remain at the present level in 1977. The rate of increase
in cheese consumption in the Community has slowed down since 19T74. In
1977 it might improve slightly, chiefly as a result of the general rise in
incomes and the overall economic situation. The production of the other
storable milk products, including casein, will depend largely on the world
market situation. Access to the world market will continue to be
difficult, due to the sufficiently large supplies mainly from New Zealand.
In these circumstances, the amount of butter and skimmed milk powder bought
in might continue to inorease over the next few years because of itrends in
production and consumption both within and outside the Community.
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Te Economic aspects of the measures taken

(a) Import levies

In accordance with Article 14 of Regulation (EEC) No 804/68, the levy must
be equal to the threshold price less the free-—at-~frontier price.

The free-at~frontier price must be determined on the basis of the most
favourable purchasing opportunities in international trade.

For the principal milk products, the trend of this price has been as
follows:

- Skimmed milk powder:
Prices have declined steadily since 1974, falling from 60,50 u.a./100 kg
in January 1974 to 16,53 u.2./100 kg in August 1976.

-~ Butter:
In 1975 prices varied between 50,51 u.a./100 kg. During 1976 the price
dropped back to 56,60 u.a./100 kg (October 1976).

~ Cheese (Gouda and Cheddar):

In 1975 prices for Gouda remained at T2435 u.a./100 kge After
temporarily reaching a level of 85,60 u.a./100 kg, the price dropped back
$0 65,22 uem./100 kg in October 1976,
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Prices for Cheddar were 66,92 u.a./100 kg in 1975 falling to 55,90 tea./
100 kg in August 1976. In October 1976 the price rose again to
65,22 u.a./100 kg.

In general it may be said that bilateral and multilateral frading
agreements made it possible to continue traditional imports of

New Zealand butter, certain types of cheese (particularly Emmentaler,
Cheddar, Tilsit, St Paulin, goat's milk cheese and processed cheese)
and some infant foods.

(b) Bxport refunds

In accordance with Article 17 of Regulation (EEC) No 804/68, to the extent
necessary to enable products to be exported the difference between
Community prices and world market prices may be covered by an export refund.

In fixing the refund, particular account has to be teken of the objectives
of the common organization of the market in milk and milk products, as
well as the economic aspects of the exports concerned.

Using these criteria as a basis, it is apparent that refunds remained
fairly stable up to the end of 1974.

Since 1975 refunds in general have risen, the aim being to compensate for
price increases in the Community and the lowering of prices on the world
market.

(¢) Subsidies for skimmed milk, skimmed milk powder and casein

Subisdies for skimmed milk used in animal feed are granted subject to the
condition that the skimmed milk is obtained:

~ as a by-product of farm butter productiion (1975 348.000 t);
- from the cream delivered to dairies (1975: 168.000 t);
- from milk sold by dairies (1975: 3.045.000 t).

In 1975 the total volume of skimmed milk for use as animal feed was
3.561.000 t. It is estimated that the equivalent volume for 1976 for the
Community as a whole will be 3,5 million t. As special measures have
been introduced as a result of the drought in order to encourage the
utilization of liquid skimmed milk, there is no reason to expect a further
drop during the period concerned.

In 1975 subsidies were granted for 1.047.000 t of skimmed milk powder used
in animal feed, which represented a deorease of 8,4% compared with 1974.
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In the first six months of 1976 there was an increase in the quantities for
which subsidies were requested. The decrease recorded in previous years
is gradually turning into an increase and this is essentially due to the
fact that milk replacers for rearing and fattening calves must now have a
minimum content of 60% of skimmed milk powder.

Subsidies for skimmed milk converted into casein were adjusted very
cautiously during the years 1973 and 1974. There was an appreociable
increase in the quantity of skimmed milk converted into casein in 1974,
The cuantity for which subsidies were granted was 2,470.000 t in 1974
compared with 1.869.000 t in 1973. In 1975 the quantity decreased again
by about 30%, so that the quantity of skimmed milk converted into casein
fell to 1.725.000 t+ which is lower than the 1973 level.

(d) Storage

The common organization of the market in milk and milk products provides
for the application of the following four measures:

~ public and private storage of butter;

- public storage of skimmed milk powder;

- public and private storage of certain Italian cheeses;
-~ private storage of certain long-keeping cheeses.

Butter

At the beginning of 1976 stocks of butter amounted to 164.000 t, only
71000 1t of which were in public storage.

In 1975 about 125.000 t had been sold at cut prices whilst 45,000 t were
allocated to food aid following processing into butteroil.

The special measures concerning sales within the Community related mainly
to sales to the ice-cream and confectionery industries (about 6,500 t per
month) and to the armed forces and non-profit-making bodies (about 2.000
per month).

Private stocks of butter in respect of which contracts were signed in 1976
amounted to 225.000 t.

Finally, the following measures were applied to boost sales of fresh butter
and butter from private stocks:

- sales at reduced prices for social welfare purposes;

-~ national and Community subsidies for the consumption of fresh butter
(so far applied only in Luxembourg, the United Kingdom and Ireland).
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Skimmed milk powder

At the beginning of 1974, public stocks of skimmed milk powder amounted to
only 166,000 t. Since then stocks have increased, particularly from
April 1974 onwards; +total stocks amounted to 1.112.000 t in 1975h. It
would seem that stocks are continuing to grow although, to counteract this
trend, food aid has been stepped up (it is due to rise to 150.000 t in
1976) and there is a temporary obligation to buy skimmed milk powder for
use in animal feed.

Italian cheeses

In 1976 hardly any Italian cheeses were bought in and it even proved

- possible to release products which had been stored during the previous

years From 1974 onwards certain quantities had been stored under the

system of private storage aid. As a result of market trends it proved
possible to suspend these measures temporarily in 1976.

Long-keeping cheeses

Several long-keeping cheeses, especially those for which customs duties are
fixed under GATT, and goait's milk cheeses requiring at least six months

to mature, may qualify for private storage aid. This system of aid has
been applied on a regular basis since 1974 (in respect of about 17.000 t

of Emmentaler in 1976).

(e) Food aid

Since 1970, food aid measures by the Community have provided skimmed milk

powder and butter in the form of butteroil. It has not yet been possible
to deliver the full amounts promised for 1976, namely 150.000 t of skimmed
milk powder and 45,000 1t of butteroil. There is also a certain delay as

regards the commitments for previous years.

Price uniformity

~ Accession compensatory amounts

In accordance with Article 86(1) and (2) of the Accession Treaty, the
compensatory amounts for the milk and milk products sector should have been
calculated on the basis of the difference between market prices in the
original Community and those in the new Member States.

Since it was not possible to determine representative prices for milk
products or to calculate such prices on the basis of the price relationships
recorded, the accession compensatory amounts were calculated, in accordance
with Article 86(3), on the basis of the compensatory amount applicable to
butter and in respeoct of the butterfat content of each individual product.
No special problems were encountered in the application of the accession
compensatory amounts.
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From 1 January 1975, Denmark has applied Community prices. The accession
compensatory amounts between Denmark and the original Community were
therefore abolished on that date.

- NMonetary compensatory amounts

All milk products with the exception of casein are subject to the system
of monetary compensatory amountsl.

In general, the application of monetary compensatory amounts in the milk
products sector did not give rise to any particular difficuliies.

8. Budgetary expenditure

Expenditure by the Guarantee Section of the EAGGF in respect of milk
products amounted to 1.219,2 million u.a. in 1974 and 1.149,8 million uea.
in 1975 and is estimated at 1.930,1 million u.a. for 1976, or 39,4, 24,3
and 33,1% respectively of the CGuarantee Section's total expenditure. The
total amount of 1.930,1 million u.a. can be broken down into

75241 million ue.a. to be spent on expori refunds and 14178 million u.a.

on intervention, including 561,0 million u.a. on subsidies to skimmed milk,
107 million u.a. on subsidies to casein and 223,5 million u.a. on storage
and special measures in respect of butter.

'Regulation (EEC) No 974/71, 0J No L 106.
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14. BEEF AND VEAL'

1. Introduction

Beef production (adult bovine animals and calves) accounted for 16,3%
of the value of final agricultural production in 1975.

The number of farms engaged in beef production is about 3,3 million,

or nearly two-~thirds of all farms in the Community. The area growing
animal fodder represents nearly 60% of the Community's UAA., Since
beef production is dependent on land, it is not surprising that the
larger Commmnity countries are alsothe main producers of beef and veal,
with France at the top of the list,

The Community, with about 15% of world production, holds second place,
ahead of the USSR, among world producers of beef and veal, but is
well behind the USA,

2. Production

(a) The cattle count

The number of cattle has fallen steadily since December 1974, when it
stood at a record level of 79.346.000 head; the reason for the fall
is that producers have lost confidence in beef production.

By December 1975, the cattle count had fallen by 2,3%; after a drop
of 0,7% in December 1974 the number of cows was a further 1,8% lower
in December 1975.

Similarly, the number of calves (cattle under one year old) had fallen by
1,1% in December 1974, and by 4,5% in December 1975.

The medium—term increase in cattle numbers has been about 1% per year,
while the number of cows has remained stationary.

A fresh reduction in the cattle count is to be expected by December 1976,
mainly because of the abnormally large number of cattle slaughtered

in June, July and August 1976 in certain Community regions affected by
the drought.

'See Tables II.B/14.1 to II.B/14.8 in Part II.
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(v) Production of beef and veal

Slaughterings

After the large number of adult bovine animals and calves slaughtered
in 1974 and 1975, the beef and veal market has entered the downward
phase of the production cycle.

In 1975 more than 22 million head of adult bovine animals were slaughtered
in the Community, a figure some 3% higher than in 1974; in the first

half of 1976 the number of slaughterings was about 4% to 5% lower than
the figure for the same period in 1975.

Consequently, the Community beef cycle appears to have reached a turning
point, and despite the drought 's impact on slaughterings, it is thought
that the average decrease in slaughterings of adult bovine animals

for the whole of 1976 will be about 4bto 5%. This decrease will be
particularly marked in Ireland and the United Kingdom.

Slaughterings of calves have shown a different trend from slaughterings
of adult bovine animals in past years; whereas the latter have
increased by 1 to 2% per year, slaughterings of calves have fallen by
about 4% per year.

In 1975, slaughterings of calves, at just over 7 million head, were
compareble to the 1974 figure; in the first half of 1976 the number
of calves slaughtered fell by about 4%.

Total slaughterings of adult bovine animals and calves, at a record

level of over 29 million head in 1975, helped to prolong the slaughter
trend which began in autum 1973.

Slagghtering coefficient

The slaughtering coefficient dropped sharply in 1972 and 1973; in view

of the congiderable increase in this coefficient in 1914, its high level in
%%7% %ﬁd in %%Zgﬁ pgrg%y as a result of the drought, 1 {g 1ikely

brgédlng g%gck w1ff be curtailed, that fewer young bovine animals will

be fattened and that the expansion of beef production will therefore

be less marked in future years.

Average slaughter weight

The average slaughter weight of adult bovine animals increased
considerably in 1972 and 1973, but fell in 1974 and even more so in 1975.
Tt would therefore seem that the inadequacy of market prices in relation
to production costs prompied breeders to send greater quantities of
younger or insufficiently fattened animals to market in 1974 and 1975.
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In the first half of 1976 the average slaughter weight showed a
congiderable increase over 1975, probably because grazing conditions
and the fodder supply were better in spring 1976; however, because
of the drought in summer 1976, all that is expected for 1976 as a
whole is a very slight increase in the average slaughter weight.

Similarly, following the marked increase in the afrerage slaughter

weight of calves in 1972 and 1973, the rate of increase slowed down in
1974 and there was a fairly marked decrease in 1975.

Production of beef and veal

Although varying from one year to the next, production of beef and veal
increased until 1971, but in 1972 fell sharply by about 8 to 9%, with
the result that in 1972 and 1973 the level was barely that of 1968,

In 1974, net beef and veal production jumped by 18,5%, and in 1975
remained at the very high level of 6,6 million t.

In 1975, beef production increased by only 0,5% in the Community as a
whole, but fell by about 4% in the six original Member States; in the
first half of 1976 production fell by 2 to ¥b.

Veal production, very low in 1972 and 1973, also showed a marked

increase (about 10%) in 1974, but fell by over 5% in 1975. A slight
increase is expected in 1976.

Over the medium and long term, the production of beef and veal rises on
average about 2% a year.

In recent years stock~rearing structures have greatly changed:

fewer stock-farmers, mainly because of the disappearance of
small farms;

more animals per farm,
In December 1975 the average size of cattle herds per farm was 25 head
for the Community as a whole, being about 10 in Italy and nearly

70 in the United Kingdom.

Beef and veal production takes three main forms corresponding to the
three main categories of animals reared, namely:
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culled cows and young calves (milk production);
grass-reared adult bovine animals (beef animals);

young male bovine animals fattened on feed grains in special production
units (maize silage)..

Young male animals (young bulls), the slaughter of which increased
sharply until 1974, now appear to represent about 20% of all adult
bovine animals slaughtered,

3. Consumption
(a) Consumption of beef and veal

The increase in beef and veal consumption was curbed in 1975, to

a greater extent than in 1974, by chronic economic difficulties, such
as the fall in the growth rate as a result of the energy crisis and
the great increase in unemployment.

Beef and veal consumptionin 1975, at about 6,5 million t, was much

the same as in 1974. 8imilarly, the consumption trend for the coming
years is expected to be less favourable than in the period 1960/73,

when great economic expansion took place in the Community; this is likely
to be accentuated by the relative inelasticity of the demand/income
coefficient in the Community at present.

Bearing in mind the general economic problems, and more particularly
the economic difficulties in the main importing countries, there is
unlikely to be a substantial increase in beef and veal consumption
in 1976 and 1977.

Furthermore, the increased supply of other meat, particularly grain-fed
meat (pigmeat), will compete with beef and veal on the consumer market,
especially in 1977.

Meat consumption is affected by the following factors:

population growth, which in recent years has slowed down considerably;

expansion of the economy, and of private expenditure in particular;
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- market offerings and prices of meat;

- lastly, the size of the trading margin betiween producer and consumer
prices.

The per capita consumption of beef and veal increased steadily from 1964

to 19713 in 1972 and 1973, however, it stabilized in the Community at
around 24,5 kg, about one kg less than the maximum attained in 1971. In
1974, per capita consumption was much higher throughout the Community,
except in Italy where it fell considerably; thus ended, for the time being,
the most rapid expansion of beef and veal consumption in the last decade.

In 1975 per capita consumption was 25,2 kg, the same as in 1974.

Total consumption of beef and veal increased markedly between 1964 and
1971, but fell in 1972 and 1973, probably because of the downward cyclical
trend in production,.

In 1974 and 1975 human consumption of beef and veal in the Community was
higher than in 1971,

Although per capita consumption increased by an average of more than 1%
per year in the previous decade, which was marked by considerable economic
expansion, this figure appears now to have fallen well below 1% as a
result of the present economic difficulties.

In the medium-term, per capita consumption of beef has increased by about
2 kg while consumption of veal has dropped by about 0,5 kg.

In 1975 per capita consumption of beef amounted to 22,7 kg while that of
veal was only 2,6 kg.

The annual rise in total consumption of beef and veal in future years will
probably be less than in the past ten years because of the drop in the
birth rate and in economic activity.

(b) Degree of self-supply

In 1972 and 1973, the Community's degree of self-supply in beef and veal
was about 85%, reflecting a deficit of about 0,9 million t; this ,
percentage is much lower than that of 1971, which was 91% (deficit of about
0,5 million t).
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In 1974 and 1975, the Community was self-sufficient in beef and veal,
but in 1976 it may again have a slight deficit. In the late 1970s
the degree of self-supply will probably continue to drop because of the
cyclical fall in production without, however, reaching the level of

1972/73.

Large imports of beef and veal in 1973 and the large-scale buying-in by
intervention agencies in 1974 and 1975 left a certain amount of beef and
veal in storage at the end of these years. In mid-October 1976, over
0,30 million t of intervention beef and veal (bone-in) remained in storage
and it is likely that there will still be a considerable quantity in
storage at the end of the year.

4. Trade

In 1972, 1973 and 1974 intra~Community trade in beef and veal amounted to
less than 1 million t. The figure for 1975 was up by about a third, at
about 1,3 million t, a noteworthy increase.

Imports of beef and veal from non-member countries reached the record
level in 1972 and 1973 of about 0,95 million t against 0,65 million t in
1971; the quantity of frozen beef and veal imported from non-member
countries increased from 0,33 million t in 1971 to about 0,55 million % in
1972 and 1973 As a result of the protective clause applied since July
1974, imports of beef and veal from outside the Community have fallen to
between 0,2 and 0,3 million t per year.
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The Community's external trade

- (v000 t)
b Period 1971 1972 1973 1974 1975 1976

s : (esti~
Trade \\\\\\ / | mate.)—
Imports from
non-member
countries
Beef and veal 652 943 951 356 141 264
of which live ’ 170 190 168 102 35 44
animals : : :
(1000 head) (957) (1046) (846) (517 (183) (200)
fresh or chilled | 453 203 235 83 29 70
frozen meat 329 550 548 171 77 150
Exports 110 58 - 75 178 217 150
Net trade 542 885 876 178 - 76 114
balance . .

In 1975 exports of beef and veal to non-member countries amounted to some
0,2 million t; the figure will probably be in the region of 0,15 million t
in 1976,

The Community's external trade deficit in beef and yeagl rose in 1972 and

1973 to a record level of about 0,88 million t, This deficit was mainly
attributable to Italy (about .40% of total imports). The USA, the Community,
Japan and the USSR have been the world's main beef and veal importers.

The main suppliers of beef and veal to the Community in 1975 and 1976
were:

- Argentina and Uruguay, which supplied about a quartier of total imports;

- Eastern Europe, which subpiied more than a quarter of total imports, and
two~thirds of the live animals imported, in particular Hungary and
Poland;

~ Australia and New Zealand;
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- Yugoslavia, which supplied nearly 15% of the total imports, especially
fresh and chilled meat;

- Austria, which supplied almost 10% of total imports;

- Lastly, ACP countries (Botswana, Swaziland, Kenya, Madagascar), which
supplied more than 10% of total imports.

5. Prices

(a) Common prices

The guide price for adult bovine animals for the 1976/77 marketing year
has been fixed at 118,74 u.a./100 kg live weight for the Community,
excluding Ireland and the United Kingdom, for which the price fixed is
109,81 u.a./100 kg live weight.

The guide prices fixed for calves are 139,04 Ueas/100 kg and
128,57 ueas/100 kg live weight respectively.

In addition the Council fixed the intervention price for the Community,
excluding Ireland and the United Kingdom, at 106,87 Ueae/100 kg live
weight (98,83 u.a./100 kg live weight for Ireland and the United Kingdom),
i.e. at 90% of the guide price, thereby derogating from Regulation (EEC)
No 805/68 for the 1976/77 marketing year.

(b) Market prices

In 1973 there was a reversal of the general trend in beef and veal prices
in the Community; this trend had been upward since the 1968/69 marketing
year, but a downward trend in market prices began in 1973/74.

Community market prices for adult bovine animals rose by about 10% on
average in 1975, in line with the rate of inflation.

In 1976 the rise in prices has been less pronounced, particularly until
October. The seasonal rise in prices was stopped in late spring by the
drought, which even brought the prices paid for adult bovine animals down
to a level well below the Community intervention price.

In mid-October the Community market prices recorded for all qualities of
animal were almost 90% of the guide price in the case of adult bovines
and less than 110% of the guide price in the case of calves.
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Adult bovine price

(uene/100 kg live weight

Perio g
Price 1972/73 | 1973/ 74 |1974/75 | 1975/76 |1976/77 | Change
76/77//
758/
Guide price 75,00/ | 86,20 }96,50/ 109,94 118,74 +8,0%
78,00 101,33
Intervention  |69,75/ 80,166 | 89,745/ | 99,42 | 106,87 | + 7,5%
price 72,54 * 94,237 ~
Market price
in monetary 92,11 89,24 86,36 96,81 100,92*| + 5,2%
terms .
Market price as
percentage of 118,1 % [ 103,5% | 85,2 % | 88,06 % | 85,0 %
guide price ; . . .
Import price 77,50 | 58,80 | 56,32 61,19 *| + 7,4%

70,63

*
March to September 1975.

(¢) Import prices

The import prices recorded for live animals and fresh or chilled meat in
1973 and 1974 showed a similar downward trend to that of market prices in
the Community, but to a more marked degrees

In 1975, import prices remained relatively stable at a level some 25%

below the 1973 figure.
with 1975, but are still lower than in 1973.

In 1976 they have risen by almost 7% compared

Similarly, world market prices for frozen meat slumped in 1974 and 1975,
and are still very low in 1976.

(d) Consumer prices

Consumer prices for beef and veal, which had risen sharply in 1972 and 1973,
increased by about 4,8% in 1974 and 13,6% in 1975, on average.
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Since the increase in private spending is expected to be about the same in
1976 as in 1975 and producer prices have risen slightly, a relative increase
in the trading margin, which fell in 1975, is to be expected in 1976.

(e) Cost of animal feed

After a very sharp rise in prices in 1973/74, the cost of feedingstuffs
was stabilized somewhat in 1974 and 1975, mainly because of a drop in
the price of oilcake and protein-rich meal on the world market.

However, there has been a marked increase in the cost of animal feed since
mid-1976 as a result of the fodder shortage caused by the drought.

6. Outlook

(a) The fall in cattle numbers, especially in those of breeding animals,

which has taken place in the Community since the end of 1974 and has been
confirmed by several surveys, notably that of December 1975, points to a

drop in beef and veal production in the coming years.

In 1976, given a reduction in slaughterings by about one million head
and a slight reduction in the average slaughter weight, particularly in
the second half of the year, it is thought that beef and veal production
will fall by two to three percent; consumption of beef and veal will
remain fairly stable as consumption is expected to fall off in the
United Kingdome

Internal beef and veal production is expected to fall again in 1977, by
5 to 6 %o A relatively low production level, of about 6 million t per
year, is expected for 1978

Over the period 1977-79, beef and veal consumption will depend not only on
the general economic trend and the average rate of population growth, but
also on the recovery in pigmeat production, particularly in 1977, and the
likely upward trend in beef and veal prices in 1978 and 1979.

The degree of self-supply, which was nearly 100 % in 1974, 1975 and even
in 1976, will probably be lower in 1977 and 1978,

Since supplies of beef and veal will fall off again in the face of more
stable demand, the rise in prices in 1977 will probably be higher than the
rate of inflation and in 1978 this upswing of prices will probably be
further. accentuated,
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(b) In 1977 and the following years beef and veal production is expected
to fall not only in the major non-member countries using intensive rearing
methods, particularly the US4, but also in the countries using extensive
rearing methods where natural conditions have not been very conducive to
stockrearing (drought in Australia). Consequently, the 1976 drought

will probably accentuate the downward trend of the beef production cycle
in the coming years. This will probably mean a steeper reduction in

the cattle count, followed by an increasingly acute shortage of beef

and veal on the world market as from the second half of 1977.

7. Economic aspects of the measures taken under the common organization
of the market in beef and veal

(a) Unity of prices

Since Ireland and the United Kingdom have not yet aligned their guide
prices on the common level, accession compensatory amounts still apply
to trade with those countries (8,93 u.a./100 kg live weight as the
basic compensatory amount for adult bovines for the 1976/77 marketing
year, compared with 12,39 u.a./100 kg live weight for 1975/76).

(b) Market support measures

In order to mitigate the fall in prices resulting from the surplus, the
Community has continued to operate a rnumber of measures to balance supply
and demand:

— protective measures at frontiers, including the control of imports
of beef and veal from outside the Community, in application of the
protective clause adopted in July 1974. This measure was relaxed
in April and September 1975 by the EXIM procedure and by authorizing
the import of a specific mumber of calves and young bovines for
fattening; in 1976 the EXIM import system was replaced by the
"linked sales" system, which allows beef and veal to be imported
from non-member countries following the acquisition by tender of

beef and veal from the intervention aiencies;this "linked sales" s¥stem
must end when the amendments made by the goxncil }o the gystem of trade
with non-member countries take effect on pril 1977.

- market clearence measures

e granting of temporarily higher export refunds, with the possibility
of advance fixing;

» direct buying-in by public intervention agencies (0,41 million t
in 1975, and 0,30 million t by early October 19763

» granting of private storage aid for carcases and forequarters
of adult bovine animals (0,16 million t) in 1976 (with provision
for boning);

~ measures to stimulate consumption (publicity campaigns (1975)
sale at reduced prices to social organizations (1975 and 19765
and to social welfare categories (1975)); delivery to the Italian
intervention agency of 40,000 t of intervention meat,
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— possibility of granting variable premiums for the slaughter of
certain adult bovine animals (clean cattle); only the United
Kingdom has made use of this in 1976/77;

- lastly, the continued granting of a calving premium in Italy.

In addition, as part of the action programme for restoring balance

on the milk market, the Commission has proposed a system of premiums
for the non-marketing of milk and milk products and for the conversion
of dairy herds.

(¢) International agreements

Under the @ATT agreement the Community has agreed to the following
annual import quotas:

-~ 38.500 t (in terms of boned meat) of frozen beef and veal, at the
rate of 20%;

~ 30.000 heifers and cows of certain mountain breeds, and 5.000 head
of certain Alpine breeds other than those intended for slaughter,
at the rate of 4%.

Under the ACP/EEC Lomé Convention, a special system was established
for the import of beef and veal from Botswana, Kenya, Madagascar and
Swaziland. In addition to exemption from customs duties, the
agreement also provides for the reduction of other import charges.

Under an agreement concluded with Austria, Sweden and Switzerland,
specific levies may be fixed on imports of live bovine animals and
fresh and chilled beef and veal from these countries.

Reduced levies may also be applied to certain imports from Yugoslavia
(baby beef), when market conditions are normal.

Owing to the length of time required for sea tranmgport, the Community
has also agreed to the advance fixing of the levy for chilled meat
imported from Argentina and Uruguay, and other distant non~member
countries.

8. Budgetary expenditure

Expenditure by the Guarantee Section of the EAGGF on beef and veal was
324,4 million u.a. in 1974, 979,8 million u.a. in 1975, and is estimated
at 750,0 million u.a. for 1976, or 10,5%, 20,7% and 12,9% respectively
of its total expenditure. The sum of 750 million u.a. includes

148,6 million u.a. for export refunds and 601,8 million u.a. for
intervention, 364,71 million u.a. of this figure being for public and
private storage and 108,8 million u.a. for orderly marketing premiums.
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15, PIGMEAT'

1, Introduction

The pigmeat sector covers all products obtained from the domestic rig,
renging from the live animal itself, through lard obtained by melting
pig fat, to prepared and tinned meat.

In spite of their importance, pure-bred breeding pigs are not covered
by market rules. The health, genetic and zootechnical aspects of

the trade in these animals, however, are governed by national and
Community rules.

In December 1975 there were 8,4 faillion breeding pigs - including
8,0 million sows - in the enlarged Community.

At the same date there were 68,7 million pigs, for breeding or fattening,
on rather over 2,6 million farms.,

Pig production structures still differ very widely from one region to
another; in 1975, the average number of pigs per farm in the Community
as a whole was 26, the figures ranging from 170 in the United Kingdom
to just over 7 in Italy.

Pig production is becoming increasingly specialized, with the result
that growing numbers of marginal holdings are tending to disappear.
Surveys of the number of pig farms in December 1975 indicated a fall
of around 5,5% in comparison with the situation in December 1973,

Although pig production is still mainly concentrated in the areas
bordering the North Sea and the English Channel and in Northern Italy,
new large-scale pig farms are being set up in other regions,

Quantitatively, pigmeat, which in 1975 accounted for more than 13,1%
by value of gross final production of agriculture and 36,7% by

value of meat production in the Community, occupies first place in
the sector (about 45% of all meats produced).

Outlets for pig production in the Community concern two sectors which
are roughly equal in size:

. trade in fresh meat, including bacon, for direct consumption;
. ouring and processing.

'See Tables II.B/15.1 to II.B/15.8 of Part II.
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2. Production

The pig census carried out on 1 August 1976 put the number of pigs
at 72 million, i.e,, an increase of 3% over the same period in 1975.
The number of sows — particularly sows covered - rose by 2,3% as
against 1975.

This increase in production potential will result in an expansion in
the supply of home-produced pigs in 1977.

The number of slaughterings in 1975 was 102,3 million head.

At 8,34 million t, Community pigmeat production in 1975 was 1,1% down
on 1974. 1In 1976, pig production is estimated to be 1-2% higher than
in 1975; in the first half of 1976, however, it fell by 0,6% as
against the same period in 1975, As in the past, trends vary from
one region to another,

In 1975, the average weight at slaughter was 81,8 kg in the Commnity
as a whole, This figure has remained relatively stable in the original
Commmnity (around 87 kg for several years) and appears to be rising

in the new Member States.

3. Consumption

Pigmeat consumption in the Community in 1975 totalled 8,5 million t,
the same quantity as in 1974.

The high prices in the upward phase of the "pig cycle" appear to have
curbed per capita consumption, which was 32,8 kg in 1975 as against
33,0 kg in 1974.

The greatest increase in per capita consumption was recorded in the
Federal Republic of Germany, with 50,3 kg, and the lowest in Italy,
with 17,8 kg. The figures recorded in the other Member States were
fairly close to the Community average.

Although Germany is the largest consumer, it is only 88% self-supplying.

The countries with the lowest self-supply rates are the United Kingdom
(66%), Italy (73%) and France (86%).

The highest rates are to be found in Denmark (360%), followed by the
Netherlands (210%), the BLEU (170#) and Ireland (117%).

For the Community as a whole, the self-supply rate was 98% in 1975.

4. Trade

The volume of intra-Community trade was 1,9% higher in 1975 than in 1974
(1,59 million t as against 1,56 million t).
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The deficit countries in pigmeat in 1975 weres

United Kingdom 661,000 t +5,4
Germany 356om0 1 -1 ,9
France 252,000 t ‘ +11,5
Italy 233,000 t -3,3
and the surplus countries were:
Denmark 536.000 t ~Ty7
. Netherlands 524.000 t +4,6
BLEU 264,000 t -9,6
Ireland 21.000 t 8,7

Intra-Community trade in the first half of 1976 was higher than in the
same period in 1975 (775.000 t as against 757.000 t).

Trade with non-member countries in 1975 included imports of 392,000 t
from these countries and Community exports to them of 234.000 t.

Compared with 1974, imports from non-member countiries increased in 1975
by 11,0% while exports to these countries fell by 19,9%. The trade
deficit widened from 81.000 t in 1974 to 158.000 t in 1975. In the
first half of 1976, however, imports from non-member countries were
about 30,0% down on the corresponding period in 1975 and exports to
non-member countries also contracted, albeit to a lesser extent (5%).

The trade deficit with non-member countries in 1976 is expected to
be smaller than in 1975.

Imports from non-member countries continue to follow an established
mix: around 60%, live pigs and fresh or salted meat; almost 20%,
lard; 8%, tinned pigmeat; 12%, offal.

Community exports, on the other hand, are mainly of processed products
(nearly 65%), while fresh or salted meat account for about 25%.

The Commmnity's main non-member trading partners continue to be:

suppliers: - The United States (notably offal, lard)

-~ Eastern BEuropean countries (notably fresh meat and
live pigs)

- China (boneless frozen meat)

-~ Sweden
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customerss -~ The United States
-~ The Republic of Cuba
- Japan

- Sweden,

5. Prices

(a) Common prices

The basic price in the pigmeat sector, fixed annually for the marketing
year from 1 November to 31 October, applies to carcase pigs from Class II
of the Community pig carcase classification scale.

Tts principal function is to act as a threshold for setting in motion
intervention measures on the market and as a basis for the calculation
of buying-in prices. It is an important stabilizing factor, helping
to ensure equilibrium between supply and demand in the pig production
sector.

Where prices on the reference markets fall below 103% of the basic
price, intervention measures may be set in motion, and where buying-in
becomes necessary, the buying-in price for a standard quality carcase
is fixed at between 85% and 92% of this basic price.

To allow for the rise in certain components of production costs, the
Council has decided to fix in advance a new basic price (114,48 u.a./kg
of carcase weight) applicable from 15 March 1976 to 31 October 1977.

The profitability of pig production in relation to production costs -

in particular the cost of feedingstuffs - will therefore be held within
treditional limits,

(b) Market prices

The year 1975 formed part of the upward swing in the cyclical movement
of pig carcase prices, which had bottomed out in 1974. Prices

picked up sharply in the spring of 1975, and the intervention measures
applied in 1974 were discontinued. The cyclical upswing persisted
throughout the winter of 1975/76 and into the spring of 1976 before a
seasonal lull occurred, with downward movements in July-August 1976.

In September 1976, pig carcase prices were satisfactory thanks to

the usual seasonal increase in the final phase of the upward cycle.
Pigmeat prices may now be seen as being at their peak and will probably
begin to slip downwards as of the second quarter of 1977.
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u.a./100 kg

1 Nove 73 =} 7 Octe T4 - 1 Aug. 75 -~| 15 March 76 ~

6 Oct. 74 31 July 75 14 March 76 | 31 Oct. 77
Basic price 86,00 97,65 106,00 114,48
% change 130 113,5 12313 133)1
Market price 98,18 100,81 119,30
% change 100 102,7 121,5
Ratio
market price/ 114,2 103,2 112,5

basic price

(¢) Horld prices

Generally speaking, prices on world markets followed the same trends
ag in the Community.

Cyclical fluctuations were still, however, more marked in non-member

countries than in the Commmity.

(d) Consumer prices

Consumer price movements in this sector show a different trend from
that of producer prices.

Cyclical changes are hardly detectable;

from a long-term viewpoint

retail prices in the Communiiy as a whole for some of the most widely

marketed cuts have risen almost continuously

overall downward trend in producer prices.

y failing to reflect the

The drop in pig carcase prices in 1974 was not followed by a proportional

drop in retail prices,

By contrast, as a result of the cyclical rise in

pig carcase prices, retail prices began to move upwards in 1975,

The price increases in a number of processed products in 1975 were
of a magnitude not previously recorded.

(e) Feedingstuffs prices
In 1976, feed grain prices on the world market levelled off following

the rise in 1975.
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Within the Community, prices of feed graine showed a moderate increase
while protein prices rose more rapidly.

The cost of the standard feed ration, however, was almost constant in
relation to pig carcase prices on reference markets,

6.. Outlook

After poultrymeat, pigmeat has the lowest grein meat conversion index -
of all livestock products. It is also one of the best liked meats
in cured and preserved forms,

Because of the likely effect of the new economic situation on Community —
and, above all, world -~ cereal production and since demand for all
processed projects is showing a general upward trend, it would appear
logical to expect a substantial long~term increase in both production

and consumption,

In the short term, production in the first half of 1977 will probably
be 2-3% up on the first half of 1976.

The expansion in production will probably continue throughout 1977,
but at a more rapid rate in the second half of the year than in the
first half,

In this context, pig carcase prices may be expected to fall from the
beginning of the year, gathering momentum during the second half,

7. Bconomiec aspects of the measures taken under the common

organization of the market in pigmeat
(a) levies and refunds

Trade arrangements with non-member countries provide for the fixing
of levies and, if necessary, additional amounts applying to imports;
export refunds can also be granted.

The fixing of levies depends on the trend of world and Community
feed grain prices,

The fixing of additional amounts did not prove necessary in 1976.
Export refunds were kept in force for the more sensitive products -

particularly processed products — with the aim of maintaining established
trade pattemns,
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8. Budgetary expenditure

Expenditure by the Quarantee Section of the EAGGF in respect of pigmeat
amounted to 66,5 million u.a, in 1974 and 53,8 million u.a. in 1975,
and is estimated at 50 million u.a. for 1976, or 2,2%, 1,1% and 0,9%
respectively of total expenditure of the Guarantee Section. The amount
of 50 million u.a. includes 42 million u.a. for expenditure on export
refunds and 8 million u.a. for storage expenditure.
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16 EGGS

1e Introduction

Recent estimates of the relative value of egg production in the Community
show modifications but underline the important place held by these products.

1974 12215
Eggs/Animal products 149% 645%
Eggs/Total agriocultural production 4,5% 3,8%

Production continues to concentrate in fewer enterprises but further
horizontal and vertical integration seems to have stabilized.

At the professional level contacts were reinforced throughout the
Community but, to date, a single European representative organization has
not been established.

2e Production

Statistios for the laying population in Member States indicate a slight
reduction (- 1,54) in 1975 from 1974 in general terms, although among the
individual Member States changes varied from -~ 7% to + 12%

(Table II.B/16.1).

Data for the number of chicks hatched in the Community indicate an overall
reduction of 3,8% in 1975 compared with 1974, although much greater
reductions took place in certain Member States (Table II.B/16.2).

These two factors, the present and future laying populations, show a
downturn in the cyclical pattern of production which have clear implications
for production in the year 1976. The tendency towards a reduction in
production is the normal reaction to the increasing production of 1974 and
1975 whose 2 year cycle peaked in mid-1975. Although the overall
production of 1975 of 3,755 Mt was only 0,5% up on 1974, this is due to a
severe reduction between mid-~1975 and the end of the year (Table II.B/16.3).

Even this apparently slight increase in production, because of its
seasonality, did not prevent the egg market from being in very difficult
ciroumstances during most of 1975, prolonging the crisis situation of the
end of 1974 well through the following year.

3. Consumption

The consumer prices for eggs in 1975 were very atiractive, falling in money
terms in most Member States, and therefore showing a considerable reduction
in real terms, while other foodstuffs generally rose in price. One could

1See Tables II.B/16.1 to 1I.B/16.8 of Part II.
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thus have reasonably expected an increase in consumption which would have
alleviated the market situation in the first half of the year. This hope
was not fulfilled and consumption per head in 1975, remained at the same
figure as 1974 in the Community of 9. This confirme the low price
elasticity of demand for eggs (consumption does not increase noticeably
when prices fall).

A certain proportion of eggs is always used for egg product manufacture
(5=10%) and the low prices in 1975 seem to have stimulated this production
within the EEC, while imports of such products in 1975 declined from the
level of the previous year and exports increased.

4. Supplies and trade

Community supplies are assured by the production of Member States. Trade
between Member States is active and the most important exchanges are the
import of over 200,000 tons by West Germany, supplied in almost equal
proportions by the Netherlands and Belgium. Total intra~community trade in
1975 of 296,000 tons was less than 8% of production, while third country
trade, totalling 78.000 tons, (33.000 tons imports, 45.000 tons exports)
was only 2% of production (Table II.B/16.6). Imports from Eastern
European countries, mostly made under the regime of Article 8 of

Regulation 2771/75, benefit from the non-application of additional amounts
and are imported at the sluice-gate price, but such imports were only about
4,000 tons in 1975. :

In the northern regions of the Communiiy certain enterprises continue to
introduce large quantities of eggs in shell and egg products under the
regime of inward processing, and this trade no doubt accounts for the
greater part of third country supplies. The products are subsequently
gsent out in the form of egg products and certain industrial produocts based
on eggs (biscuits — mayomnaise — pites alimentaires),

The Community only exporis a small quantity of eggs (1% of production in
1975) and the main markets are the Middle East, Switzerland and Austria.

This export trade was assisted during most of the year by export refunds,
limited in general to Middle East destinations.

The balance sheet for eggs in the Community (Table II.B/16.6) indicates

that self-suffiociency is 100%. It is in such cirocumstances that very small
changes in production or itrade have a disproportionate effect on the market
and provoke marked price reactionse. '

5« Prices

Producer prices in 1975 were in general sharply reduced from their levels
in 1974 (Table II.B/16.7). - The only country where this apparent change
did not take place was Italy and this fact is partly explained by a sudden
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reversal of production trends changing from a 5% increase over the previous
year in 1974 to a 2% reduction in 1975.

Any discussion of price changes is made difficult by the influence of
infletion and changes which are apparent in money terms may be quite
different in real iterms, for the relative devaluation of currency
accentuates price increases and masks price falls when seen in money terms.
The price ochanges indicated in Tables II B/16.7 and 16.8 must be viewed in
the light of inflation rates in the different Member States. However, as
the general price movement both at wholesale and consumer levels is
downwards in money terms, it is certain that in real terms, quite severe
price reductions were the major feature of 1975. Wholesale prices fell
much more than retail prices, except in West Germany, and while the costs
of packing and distribution no doubt increased, it seems clear that
producers remain the weakest link in the supply chain, while other
intermediaries are better able to protect their margins in times of orisis.

6. The Outlook

As indicated earlier, the reduction in the laying population in 1975 and

the greater reduction in the number of chicks hatched in that year, had
clear implications for 1976, Production in 1976 probably reached its

lowest point in June or July, this being indicated by reasonable prices

at a time of year when the seasonal price movement normally results in low
pricess The number of chicks in incubation for laying has already gone up
slightlye The supply at the end of 1977 will depend essentially on the number
of "laying" chicks incubated at the beginning of the year and, if prices
remain favourable during the first quarter, a significant increase in num-

bers may be expected, and the production from these hens is likely to have
a favourable effect upon pricess, However, the favourable seasonal movement

of prices at the end of the year will partially counterbalance the expected
drop in prices,

T Measures taken in the framework of the common market organization

(a) Sluice-gate prices and levies were caloulated as usual on the basis of
world and EEC cereal prices and the coefficients and standard amounts fixed
in 1974. Relatively high world cereal prices resulted in proportionately
high sluice~gate prices and very low levies (element (b) only) for much of
the year. From 1 August 1975 the EEC cereal market situation vis—ad~vis
the world market caused a sharp increase in the levy and a corresponding
fall in the sluice~gate price. More stable world market conditions result
in the levy remaining at approximately the same level to the end of 1976.

(b) Export refunds in 1975 concerned only eggs in shell. During this
period the refund was related to the internal and overseas market situation.
During February and most of March the refund was relatively low at

5 u.a./100 kg, but for the remainder of the year, with the exception of
June, the refund was of 10 or 12 w.a./100 kg with prefixation and a
restricted list of destinations, In mid-December 1975 the refund was
granted for all third country destinations.
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(c) From Januvary to April 1975 the Accession Compensatory Amounts remained
at O, but from May to the end of the year they were once again positive.

(4) As in other sectors of the CAP, the continuing monetary problems
engendered considerable changes in green exchange rates and monetary
compensatory amounts. From March 1975 a change was made in the eggs and
poultry sector related to the application of a monetary coefficient in

the conversion of sluice—gate prices into national currency. This had
the effect of eliminating a degree of under or overprotection from third
country imports in Member States whose currencies were in reality stronger
or weaker respectively than the rates fixed for the CAP.

8. Budget expenditure

Budget expenditure for the combined eggs and poultrymeat sector came to
16,9 M u.a. in 1974, 8,4 M u.a. in 1975 and is estimated at 20,0 M u.a.
for 1976, or 0,6%, 0,2% and 0,3% respectively of the total expenditure
of the EAGGF Guarantee Section.
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174 POULTRYMEAT1

1. Introduction

The relative value of poultrymeat production remains important and fairly
similar to that of eggs, that is, together about 13,5% of animal production
and 7,9% of total agricultural production. The figures relating to
poulirymeat alone are:

1974 1915
Poultrymeat/Animal products T,6% 7,04
Poultrymeat/Total agricultural production  4,4% 441%

Poultrymeat is always characterized by concentration and integration, both
horizontal and vertical. The degree of concentration is greater in the
poultrymeat sector than in the egg sector with a very large proportion of
the production of some Member States being in the hand of very few
industrial-scale producers.

Even under such conditions, which would be expected to lead to some form of
central organization to avoid the repeated crises, no European group
covering all interests has yet emerged, although certain sectors of the
industry have strong representative groups.

2. Production

The hatchings of day-old~chicks for meat production showed an increase in
all Member States in 1975, except for Ireland and Denmark (Table.II B/17.1).
Considerable variation exists in the relative inorease in different Member
States, and for the EEC of 9, this averages 4,7% over the number of chicks
hatched in 1974. Data for poultrymeat production (Table II.B/17.2)
indicate that the change in production of the 9 was not as great as that
implied by the figures of hatchings, being 0.5% up on 19T4e The
explanation lies in two areas; firstly the data on hatchings in

Table II.B/17.1 concerns broilers only and secondly, it takes no account
of trade, While the hatchings of day—old-~broiler-chicks increased,
hatochings of the other main meat—-producing species, turkeys, fell by over
5% between 1974 and 1975, The import of day-old-chicks of all types
remained constant between these two years, but exports increased by 20%.

The total production of the Community in 1975 was estimated to be 3,167 Mt,
and a considerable degree of variation is seen among the Member States in
the direction and magnitude of change in comparison with 1974. While West
Germany and Italy inoreased production by 6,6% and 7,3% respectively, other
Member States reduced production by between 1,7% (UEBL) and 7,95 (Ireland),
with no simple explanation being apparent for these differences.

See Tables.II B/17.1 to II.B/17.7 of Part II.
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3« Consumption

Poultrymeat is probably the cheapest form of meat available to consumers
and evidence from other countries suggests that absolute consumption
levels can increase in the EEC. There is clearly considerable scope for
further consumption, apart from the extremely competitive price, by such
means as improving quality, shelf-life and taste, by expanding the market
in poultry parts and de—boned poultry "joints", as well as the usual
devices of advertising, sales promotion, special offers, and so on.

Consumption per head in the EEC (Table II.B/17.5) indicates that, in the
6, a long term increase is continuing, and indeed, in 1975 a sharp return
in consumption occurred, raising the absolute level from 12,0 kg/head to
12,5 kg/heads  In the EEC of 9, this increase was much less marked, but
the change occurring in the previous year was more important than that of
1975, Poultrymeat is only one of several forms of meat, and the
consumption is influenced by the relative availability and price of beef
and pigmeat.

4. Supplies and trade

For several years the degree of self-sufficiency of the Community has
varied between 101 and 103%. Third country trade represents around 2%
(66.000 tons) of Community production in terms of imports, and about 4%
(131.000 tons) in terms of exporis. While imports from third countries
of the EEC of 9 increased by some 14% in 1975 over 1974, the various
components of this trade show great variation.

Imports of chicken fell 3,000 tons, turkey parts 2,300 tons and guinea
fowl 1.000 tons, while imports of whole turkeys rose by 5.600 tons, geese
by 2400 tons, ducks by 1,500 tons, live poultiry by 900 tons and conserves
by 1.600 tons. Imports from Eastern Europe under the regime of Article 8
of Reg. (EEC) No 2777/75, whereby additional amounts are not imposed since
sluice~gate prices are respected, totalled T7.070 tons of ducks and

T«300 tons of geese in 1975. Imports of turkeys and turkey parts from the
USA were 10.163 tons in 1975 compared with 8.073 tons in 1974.

Exports to third countries declined in 1975 by 10.000 tons or 7% from
their 1974 level. This decline was mainly through reduced exports of
turkeys (- 800 tons), poultry parts (- 4.000 tons) and conserves

(“ 30 000 tonS) .

Intra—Community trade totalling 278.000 tons in 1975 concerned mainly
chicken (195.000 tons), ducks (6.000 tons), turkeys (13.000 tons), poultry
parts (41.000 tons) and conserves (16,000 tons). The principle trade flows
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are from other Member States towards West Germany, which continues to
import 50% of its consumption, By way of contrast, the Netherlands
export 70% of their production, Difficulties of a sanitary, veterinary
or zootechnical nature continue to inhibit free exchange of produce between
Member States.

5« Prices

In 1974 poultrymeat prices in the EEC were very low and were below average
production costs for much of the year. 1975 showed a considerable
improvement in this situation and by mid-1976 prices were tending to
relatively high levels. As in any discussion of prices, the real changes
are confused by the effects of the changing value of the unit of
measurement ~ the national currency. Thus, study of Table II.B/17.6
suggests much greater market price increases in France, Italy, United
Kingdom and Ireland in 1976 than occurred in the other Member States, but
when one realizes that these four countries have floating currencies and
have suffered from considerable inflation, the relative changes are thrown
into doubt immediately.

The same comment is relevant to Table II,B/17.7 on consumer prices, bui
here the implication is clear that consumer prices increased less than did
producer prices. This is a fairly normal situation in which, over a
period of several years, the primary producer suffers a much greater degree
of price fluctuation than any other person in the food supply chain.

6. Outlook

It is difficult to forecast, on the basis of parent stock, poultrymeat
production with a satisfactory degree of accuracye. The problem lies in
the very short production period necessary to increase parent stock - a
matter of 6~12 months — and the large margin of variability in the number
of utility chicks used in relation to the potential available,

Poultrymeat production is variable and depends on many factors including
the recent price situation, costs of feedingstuffs, export possibilities
and the general trend of demand. Since the last quarter of 1975 the
prices have increased and have remained reasonable, This has stimulated
an inorease in production which began to appear at the end of 1976, If
this tendency continues, it is probable that some difficulties will arise
in sales and a consequent tendency to lower prices will result.
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Te Measures taken within the framework of the common market organization

(a) Sluice-gate prices and levies are calculated as usual on the basis of
world and EEC cereal prices and the coefficients and standard amounts

fixed in 1974. As in the egg sector, high world cereal prices resulted

in relatively high sluice-gate prices and very low levies (element (b) only)
during much of 1975, but on 1 August 1975 the EEC cereal prices became
higher than the declining world prices and had the effect of raising
levies considerably.

From the same date, sluice-gate prices declined and these two elements
are expected to maintain their relative magnitude until the end of 1976.

(v) Export refunds in 1975 and 1976 concerned only chickens and at all
times was restrioted to certain destinations. In the early part of 1975
there were no export refunds, and on 1 June they were fixed at

5400 u.a./100 kg, with the possiblity of prefixation (for 3 months)., This
level of refund was maintained until June 1976, with slight changes in the
destinatory restrictions, and in June 1976 was raised to 8,50 u.a./100 kge

(¢) As in the egg seotor, Accession Compensatory Amounts were fixed at O
from January to April 1975 but from May onwards they were positive again.

(d) It is hardly necessary to say that the monetary problems which
generally disturbed the CAP, had their effects also on poultrymeat. The
change in the method of calculation of sluice—gate prices, by no longer
incorporating the monetary coefficient, applies throughout the poultry
sector and the reasons for this change were outlined in the chapter on eggs.

8+ Budgetary expenditure

The budgetary expenditure for the entire eggs and poultrymeat sector
amounted to 16,9 M u.a. in 1974, 8,4 M usa. in 1975 and is estimated at
20,0 M u.a. for 1976, i.e., 0,6%, 0,2% and 0,3% of the total expenditure
of the Guarantee Section of the EAGGF. .
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18. FISHERY PRODUCTS'

1. Production

In 1975 landings of fish by the EEC fishing fleet were slightly lower than
the production of the previous year (4,53 million { as against 4,81 in

1974).

The production of fish for industry and for human consumption declined
in 1975 and many Member States suffered from the general depression of
the market.

The value of the fish landed in 1975 decreased in comparison with the
previous year by about 2 million u.a., Community production being valued
at 1.662,8 million u.ae.

The amount of fish caught by the EEC expressed as a percentage of world
production also fell between 1974 and 1975 from 6,9% to 6,7% in spite of
the poor results of anchovy fishing in Peru.

The United Kingdom and Germany had the biggest reductions in catch
(«11% and -14% respectively on previous years), but in Denmark, Ireland,
France and Jtaly production was also well below that of 1975.

The figures for total production of haddock, whiting, mackerel, sardines,
anchovies and prawns are not yet available for 1974 but landings of the

six other species dropped by 7,4% between 1974 and 1975. It is

reasonably certain that the production of mackerel in the Community has
dropped whereas landings of haddock and prawns in the original Community

in 1975 were 12% and 1% down on the 1974 figures. For the leading products
the landings in the Community were as follows:

Percentage change

Species 1974 : 1975 1975/1974
Herring 328,156 277.289 -15,5
Cod 432,856 415.617 - 4,0
Coalfish 165.097 150.540 - 8,8
Haddock : 130.383 :
Whiting : 105394 :
Redfish 45.976 41.874 - 8,9
Plaice 128.601 128,177 -0,3
Sardines : 664328 :
Anchovies : 55.268 :
Hake 224130 25742 16,3
Prawns : : :

Source: Estimate by the DG for Agriculture.

lsee Tables IT.B/18.1 to II.B/18.8 of Part II.
Survey of fisheries, OECD 1975.
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The landings of five of the six species for which statistics are available
have droppede The drop in the herring catch was particularly large.
Certainly production of hake has increased by 16,3% and, since the anchovy
market was overloaded in 1975, landings of this species must have

increased between 1974 and 1975. But as none of the species for which
statistics are not available is captured in large quantities, their
inclusion would not much affect the general picture, There are numerous
and varying underlying causes for this drop which cannot be analysed except
by a market survey for each species.

In 1975 the number of producers'! organizations increased in four of the
eight maritime Member States. Producers' organizations now exist in
Italy and in Ireland; in France the members of these organizations have
increased by 66,7% and in the United Kingdom by 150%. The quantities
landed for the producer organizations represented 41,3% of production in
1974 in Germany, 65,9% in France and 41,2% in Denmark.

2. Trade

In 1975 total Community imports from non-member countries dropped by 3,7%
over the previous year. This is a reversal of the tendency of the
previous two years which was towards increasing dependence by the Community
on non-member countries,

Exports to non-member countries had a minimal increase of 0,5% in 1975 and
this is also a reversal of the previous trend towards a reduction in the
volume of exports to non-member countries,

Intra~Community trade decreased slightly in 1974 and 1975 by 1,3% and 2,3%
depending on whether one considers imports or exportse. In the period
1970-75 the trend in the original Community was towards an increase in
intra~Community trade of about 1,7 and 2,7% but, there too, the
developments in recent years have shown a decrease in trade among the Six.

Major increases in imports of crustaceans and molluscs, fresh or preserved,
have more than counterbalanced the drop in imports of all the other
categories of fish: fresh, chilled, frozen, salted, dried, smoked and
preserved, There was no change in exports of preserved crustaceans and
molluscs but exports of other products (apart from salted, dried and

smoked fish) have increased,
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The improvement of the trade deficit is one of the rare encouraging factors
in the present fisheries situation. Nevertheless it should be noted

that imports of the dearest species ~ fresh molluscs and crustaceans - have
increased, whereas there has been no increase in exports of preserved
molluscs and crustaceans, an even more expensive product.

Of course it is impossible to work out a long-term trend as regards the
development of Community trade, but trade in the original Community indicates
a fairly stable situation over the five years ended December 1975.

3+ Prices

The value of the fish produced by the Community in 1975 fell by 2 million u.ae.
from 1.644 million ue.a. in 1974. It is the first time in recent years

that the value of fish produced by the Community has gone down from one

year to the next, and if one takes into account the average inflation rate

in the EEC between 1974 and 1975 this reduction is quite considerable.

Whereas the increase in production costs continued at a relatively low rate

in 1975 compared with the previous two years in some regions fishing has
become unprofitable, particularly in the United Kingdom. Changes in the
total value landed between 1974 and 1975 are shown in the table below.

Total value of landings in million u.a.1

Member State 1974 1975
Germany 175,6 134,0,
France 500,2 500,0
Netherlands 139,0 151,6
Belgium 29,7 31,0
United Kingdom 292,1 286,
Ireland 16,6 17,4
Denmark 227,3 118,0
1.664,8 1.662,8°

The value of fish landed in the OECD countries in 19751 (5.862 million u.a.)
was 1,8% higher than that of the previous year and this increase should be
about the same as the increase in the value of world production.

1OECD Survey of Fisheries.
Estimate,
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4. Budgetary expenditure

Expenditure by the Guarantee Section of the EAGGF amounted to 1,2 million u.ae
in 1974, 9,3 million u.a. in 1975 and is estimated at 8,0 million u.a. in
1976, or 0,04%, 0,2% and 0,1% respectively of total expenditure by the
Guarantee Section. The amount of 8,0 million u.a. consists of

5,0 million ue.a. for expenditure on export refunds and 3 million u.a. for
intervention expenditure.
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19, SrixwormMs'

Silkworms rearing represents only a minimal part of agricultural activity
in the Community and also of world sericulture, whose production is about
400,000 + of cocoons.

About 3,000 persons in Italy and ten in France are involved in

this activity. The slump in cocoons in 1974 and 1975 put an end to th
upturn in silkworm rearing in 1974. In 1975 only 15.200 boxes were
cultivated producing 387 t of cocoons compared with 19.300 boxes and 562

in 1974. Following a recovery in the price of raw silk on the world market,
producers had ordgred more boxes than in 1975, but there was a further drop
in actual production as a result of a number of cultivation accidents,

Community production of raw silk from Community sericulture is far below
users! needs, In 1975 2.442 t of raw ilk were imported of which 2,000 t
came from China and 379 t from Brazil as well as 2.955 t of silk waste of
which 1.450 t came from the USSR, 486 t from Japan and 438 t from China.
These imports exceed those of 1974 when 1.439 t of raw silk and 2.433 ¢
of silk waste was imported.

The amount of aid per box of silk seed in cultivation rose from 33,18 u.a.
for the 1974/75 marketing year to 36,50 u.a. for 1975/76. For 1976/77

the aid has been fixed at 40 u.a. per box put into cultivation; this amount
is, however, increased by 15 u.a. if the cocoons produced are marketed by
an approved producers' groupe

An increase in production in 1977 is not expected unless the price situation
improves.

Expenditure by the Guarantee Section of the EAGGF for silkworms rose in
1974 to 0,5 million wea., in 1975 to 0,8 million u.a. and is estimated at
2,0 million ueae. for 1976.

'See Table IT/B.19.1 in Part II.
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20. Products not subject to a common market organization

(a) Agricultural alcohol !

1. Introduction

The agricultural alcohol sector is not yet governed by a common
market organization. FEach Member State may still apply its
own policy in this sector. However, the Court of Justice has
in recent decisions criticized national measures which may form
barriers to the free movement of goods.

2. Production

The 1975 financial year was marked by a considerable increase

in the production of agricultural alcohol (up by 12%), due
essentially to an increase in the production of vinous alcohol
(up by 95%). The agricultural alcohol sector is still affected
by the special distillation measures adopted by the Community

to resolve the difficulties in the wine sector. It should be
noted that in addition to vinous alcohol these special
distillation measures supplied large quantities of "wine
distillates" of which only a part may be sold as wine spirits.
In contrast to previous years these quantities have been included
in the production figures given in Annex II. The situation is
expected to return to normal very soon because the amount of
wine distilled in 1976 was considerably lower.,

The production of alcohol from other raw materials (cereals,
potatoes, fruit, etc.) in 1975 was unchanged. There has been

a slight fall in the amount of beet alcohol produced which should
be seen in relation to the situation at the same period on the
Community sugar market.

France is still the Community's main producer of agricultural
alcohol with 43% of the market, followed by Italy (27%) and
Germany (11%).

E———————

'See Table I1I.B/20a in Part II.
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3. Consumption

The use of alcohol remained generally stagnant during the 1975
financial year. The surpluses of vinous alcohol therefore largely
helped to swell existing stocks,

4. Prices

Prices for agricultural alcohol were relatively stable during the
1975 financial year, with a very slight tendency to fall. The
harmonization between the price of synthetic alcohol and that of
molasses alcohol continued.

5. Trade

As the Member States pursue a policy of self-supply, trade is
generally low. France is still the only Member State exporting
large quantities of agricultural alcohol.

6. Outlook

The application by the Federal Republic of Germany, since the

beginning of 1976, of the principles laid down in the Court's

judgments has seriously disturbed this national market and the
Commission has been forced to introduce countervailing charges
in order to prevent the total deterioration of this market in

the absence of a common organization.,

Te Eggenditure

For memory only (as this expenditure does not concern the

alcohol sector) it should be noted that about 20 million hl of
wine were distilled in the Community in 1974 and 1975, 14 nillion
in France and 6 million in Italy, and that Community expenditure
committed amounted to about 170 million u.a. for those two years.
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(b) Potatees

1. Introduction

There is still no common organization of the market in potatoes.
A proposal governing all fresh and processed products was
submitted by the Commission to the Council on 23 January 1976.

This proposal provides for:

-~ marketing standards;
-~ measures to encourage the setting up of producer groupsj

- support measures limited to stabilization of the market;
~ arrangements for trade with non-member countries, including
a system of reference prices for early potatoes.

This proposal has already been examined by the various Community
institutions; a favourable opinion was given by the European
Parliament on 15 September 1976 and by the Economic and Social
Committee on 30 June 1976.

Some products, such as potato starch2 and dehydrated potatoes3,
are already subject to a common organization of the market.

A Council Directive™ governs the marketing of seed potatoes.

2. Production

In 1975, the value of potato production was 7,5% that of crop
production and 3,0% that of total agricultural production in
the Community.

The number of farms in the Community growing potatoes is about
2,5 million, The production structure varies greatly from
country to country; there are about 35.500 UK producers
farming 180.091 ha (1975) and about 900.000 French producers
farming 310,000 ha (1970). The average area of farms therefore
varies from 500 ha in the United Kingdom to 044 ha in France

and Italy.

During the past twenty years the area under potatoes in the
Commmnity has declined by about 61% from 3.512.000 ha in
1951/1955 to 1.374.000 ha in 1975. However, the increase

ISee Tables II1.B/20.b.1 and II.B/20.b.2 in Part II.

“Regulation (EEC) No 120/67 of 13 June 1967, OF No L 117 of
19 June 1967, p. 2209.

3Council Regulation (EEC) No 1420/75 of 26 May 1975,
OJ No L 141 of 3 June 1975, p. 1.

4

Consolidated version of the Council Directive of 14 June 1966,
0J No C 66 of 8 June 1974, p. 35.
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in unit yield has generally allowed supply to be adapted to demand
(about 40 million t).

In 1975, however, because of an extremely dry summer, production
fell sharply to 33,478 mio te, 2 drop of 19,6% against the previous
year (41,638 mio te en 1974),

In 1975 world production was 301.621.000 t, according to FAO
statistics. Community production amounted to 33 million t, or
about 11% of world production, compared with about 14% in 1974.

The average yield per hectare in the Community in 1975 was almost
double the world yield per hectare.

The Community's net exporters are the Netherlands, France,
Denmark and Ireland. The other countries depend on imports.

3. Consumption
(a) Human consumption

Per capita consumption of fresh potatoes has dropped somewhat in
the last few years from 109 kg in 1956/57 to 77 kg in 1974/75
(EEC 6). The figure for the enlarged Community is 82 kg.
Shortages in the last two years should lead to a slight drop in
consumption. On the other hand, the processing industry
(crisps, puree, chips) is growing steadily.

(b) Animal consumption

In 1974/75 animal consumption was particularly high in Germany
(5.822,000 t), and lower in France 2480.000 t), the Netherlands
(474.000 t) and the United Kingdom (428.000 t).

(¢) Industrial use

The quantities absorbed by the processing industry are rising.
In 1974 the Community processed 2.904.000 % against 2.499.838 t
in 1973, an increase of 16,5%. The most important products
are dehydrated products, crisps, fresh pre-cooked chips and
deep-frozen products.

4. Trade

Intra—Community trade in potatoes accounts for only about 4% of
total Community production whilst in seed potatoes and early
potatoes it is between 10 and 12%. In 1975, however, this
trade increased considerably as a result of the shortage in
several regions of the Community.

The situation with regard to trade in processed products in the
Community is similar to that with regard to fresh potatoes.

The main exporting countries are the Netherlands (88.510 t in
1974; 111.830 t in 1975) and France (6.719 t in 1975) while
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the importing countries are Germany (74.648 t in 1974; 82.665 t in
1975) and the United Kingdom (51.000 t in 1974/75, 301.000 t in
1975/76) Figures for this last country do not refer to processed
products but to fresh potatoes imported for processing.

5. Prices

Prices are very irregular and vary from year to year. In 1975 they
reached an exceptional level because of the severe shortage of
potatoes in the EEC, On 2 May 1975, 100 kg sold for 41,73 u.a. on
the Rotterdam Exchange against 4,99 in 1974 and for 45,97 in London
compared with 8,73 in 1974. Once again the weather played an
important role on the potato market.

Nevertheless, the lack of a common market organization and thus of
Community stabilization measures has encouraged speculation and
considerable price fluctuations.

6. Outlook

The 1975 marketing year was marked by extremely high prices, However,
there was no increase in the area under potatoes in 1976 : 163744000 ha
in 1975, 1.371.000 ha in 1976. o

Purthermore, this second year of drought in Furope, caused yields in
several regions on the EEC to fall even lower than in 1975, and 1976
production was down yet againe. For this reason prices at the beginning
of the 1976 marketing year were much higher than in the corresponding
period of 1975,

In the short term it is likely that exports from the EEC will be
reduced because of the very high prices within the Community, while
large amounts will be imported on account of the deficit within the
Community and the surpluses in the United States and certain
European countries such as Finland. This should allow prices

to become stabilized at their present very high level, which could
perhaps undergo a further slight rise at the beginning of 1977.

In the long term, although the quantities absorbed by the processing
industry will increase, it is difficult to estimate the extent to
which consumers, because of the two years of shortage, have become
or will become accustomed to substitute vegetable products.

Lastly, the establishment of a common organization of the market
in this sector should prove favourable to improved organization
of production and supply.
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7. Economic aspects of the measures taken

In order to mitigate the serious shortage, the Council, acting on
a proposal from the Commission, adopted two classes of measures to
ensure supplies to the Community market: an export charge to
prevent the export of potatoes from the Community! and, to
encourage imports of potatoes into the EEC, suspension of the

CCT duties for the following periods:

- on main-crop ware potatoes from 20 January to 30 June 1976
- on seed potatoes from 9 February to 25 March 1976
- on early potatoes from 9 February to 31 May 1976.

For the 1976/77 marketing year, the suspension was extended for the
following periods :

- on main-crop ware potatoes from 1 August 1976 to 28 February 1977
- on seed potatoes from 18 September 1976 to 28 February 1977
- on early potatoes from 1 January 1977 to 28 February 1977.

1Council Regulation (EEC) No 348/76 of 17 February 1976,
0J No L 43 of 19 February 1976, p. 14.
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(¢) SHEEPMEAT'
1. PRODUCTION

Community internal production increased slightly over the previous year

in 1975 (515,000 t against 499.000 t in 1974), thus exceeding the 1966
production which was 500.000 t (record figure for the period 1962 to 1974).
In 1975 sheepmeat production accounted for 1,3% by value of final
agricultural production.

The United Kingdom is by far the major producer with 50% of Community
production, followed by France (25%), Ireland (9%), Italy (7%),

Germany (4%), the Netherlands (3%), BLEU and Denmark. This slight
increase in Community production is mainly due to an increase of about
4% in the production of the United Kingdom, and to smaller increases in
the Netherlands and Germany.

Since the increase in production in the United Kingdom was brought abouti
by a fall in the number of lambs kept for breeding, it is logical to
expect a drop in production in 1976; a similar phenomenon is ococurring
in Ireland.

Community internal production should, therefore, be at a slightly lower
level in 1976 than in 1975 (494.000 t against 509.000 t), despite an
increase in production in France, the Netherlands and Germany.

In 1977 production in the United Kingdom should continue to fall
(estimated production: 240,000 t) as a result of cyclical movements
which .affect the number of ewes. In the other Member States the present
trends should also continue until 1980 with a rise in production, except
in Ireland and Italy.

2. CONSUMPTION

During the last fourteen years consumption of sheepmeat has remained
relatively stable in the Community with, however, a slight tendency to
fall off, However, this relative stability conceals two opposing trends:
a very considerable and regular drop in consumption in the United Kingdom
and & large increase in France and Germany. Between 1962 and 1974
consumption in the United Kingdom fell from 617.000 to 441.000 t, whereas
in France and Germany it increased between 1962 and 1975 from 117.000 to
190.000 t and from 14.000 to 35.000 t respectively.

'See table II.B/20c.1 to IL.B/20c.3 of Part IL.
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In 1975 consumption in the United Kingdom increased by about 8% and in the
Community by about 8,5% over the previous year. The largest increase
ocourred in Germany (+45%) whilst in France consumption increased by about
4,5% compared with 1974.

One of the major reasons for the growth in consumption in the United
Kingdom is the increase in the price of beef and veal.,

In 1976 consumption should resume its downward trend in the United Kingdom
at about 430.000 t (about —10% compared with 1975). In consequence,
Community consumption should fall by about 5% (774.000 + against 810,000 t
in 1975) with consumption remaining stationary in all the other Member
States except for France (+2,6%).

3. SELF-SUPPLY

The balance between production and consumption in 1975 shows a net deficit
of 295,000 t, which constitutes an increase in the Community deficit of
18 4 over 1974. The self-supply rate was therefore 62,6% in 1975

(63,6% in 1974).

The deficit (207.000 t) of the United Kingdom, which is the principal
consumer country, amounted to 69% of the total Community deficit in 1975,

Forecasts show that the net production/consumption deficit for 1976 will be
275000 © (- 8% on 1975), which means that the Community self-supply rate
will rise slightly to about 65 %,

4. TRADE

(a) External trade

1« Imporis

The Community deficit obviously leads to a flow of imports from non-member
countries to offset the difference between production and consumption in
the Community. This flow of imports is, therefore, closely tied to the
degree of self-supply in the Community and follows changes therein.

Thus, since 1971, imports from non-member countries have dropped and the
Community deficit has done likewise. In 1971 imports amounted to
384.165 t and in 1975 to 295.937 t with a minimum of 246.066 t in 1974,

The main Community suppliers are New Zealand, Argentina, Australia, Hungary
and Bulgaria. In 1975 these countries supplied 83,5%, 4,7%, 3%, 3% and
1,5% respectively of the total imports.
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The United Kingdom is by far the main importer in the Community. In 1975
the former accounted for four-fifths of imports from non-member countries,
ie€sy 242,500 t or 230.000 t of frozen lamb from New Zealand, the remaining
fifth being divided between Germany (17.000 t), Italy (8.000 t),

France (6.700 t), BLEU (3.700 t) and the Netherlands (1.300 t).

2. Exports

Community exports are always very low: 4.000 t in 1975, mainly intended
for certain non-member countries bordering on the Mediterranean.

(b) Intra—Community trade

In contrast to imports from non-member countries, intra—-Community trade is
increasing:

1971: 37.000 %
1972: 50.000 %
1973: 60.000 1
1974: 60.000 t
1975: 85.000 t

The main trade flow is to France from the United Kingdom, the Netherlands,
Germeny and Ireland (26,500, 16.000, 5,800 and 2,900 t respectively).
Exports from the United Kingdom to France have been relatively gtable
gsince 1973; on the other hand, exports from the Netherlands to France
have almost doubled since 1973 (16.000 t in 1975 against 8.700) and
exports from Germany have increased remarkably (1.900 t exported to

France in 1973, 2.017 t in 1974 and 5.800 t in 1975), far exceeding Irish
exports which, on the other hand, are falling off (2.900 t in 1975 against
4.900 t in 1973).

It is interesting to note that there was also a large increase in German
exports to Italy. In 1975 Italy imported 4.227 t of sheepmeat from
Germany (against 1.712 t in 1971, an increase of 247%) out of a total of
44435 t from the Community as a whole.

5« MARKET PRICE TRENDS

Sheepmeat prices in the Community are mainly determined by the UK and
French markets. The former has a direct influence on the price level of
the Irish market. The latter determines the price received by producers
in other Member States of the quality of meat required for the French
market (the Netherlands, Germany, Belgium and, to a lesser extent, Italy).
The market price (in Germany and Italy) is, however, lower than the French
price since the representative markets of these Member States are
influenced by imports for home consumption which are often of lower quality
than the meat which goes to supply the French market.
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The difference in market prices between France and the United Kingdom is
very large. Thus, since 1968 the level of the UK market price has been
about 50% that of the French market priee; this gap widened in 1975 as
a result of the weakness of the pound.

6. SUMMARY
(in t)
1973 1974 1975 17€
estimates -
Production 466,000 499,000 515,000 500,000
Consumption 781,000 749,000 810,000 775.000
Difference between :
production/consumption - 315,000 | = 250,000 |- 295,000 }- 275.000
Self-supply rate 59,4 66,6 63,6 64,5
Imports 313.600 | 246,000 295.900 | 280,000
Exports 20900 3-500 40000 4.500
Net deficit 310,700 242,500 291.900 215.500

Te OUTLOOK

In the medium-term the United Kingdom should continue to play an important
role in Community developments. Production in this Member State should
continue to fall in 1977, then rise again to reach, around 1980, a level
similar to that of 1968 and 1974, if the cyclical movements affecting the
number of breeding ewes should continue.

Consumption in the United Kingdom, which had fallen by 40% between 1971 and
1974 should increase slightly in the medium term (after the reductions
anticipated in 1976, and perhaps again in 1977). UK consumption could
amount to about 450.000 t towards 1980 and the United Kingdom deficit would
then be about 200,000 t which, in view of the foreseeable continuation of
present export flows (30.000 ) would leave about 230.000 t to be supplied
by non~member countries,

In the other Member States, current trends should continue until 1980: a
rise in production (except in Ireland and perhaps in Italy) and a rise in
consumption (except in Ireland).
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In these circumstances Community production should reach about 540.000 t
and consumption about 830.000 t, i.e., a deficit of 290,000 t, which would
give a self-supply rate of 65%, marginally higher than the present rate.

However, these forecasts, which rely on present sheep farming trends and

on the measures taken at national level to support producers' incomes, may
be much affected by the polioy to be adopted for the future common market
organization, as to which a provisional draft regulation is currently being
discussed at Council level.
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B. ANALYSES OF CERTAIN SECTORAL GROUPS
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1
21, MEAT
The survey includes edible offals and carcase fat.

1. CGross meat production in the Community

In 1975 meat production in the Community was little changed against 1974,
at about 20,4 million t. In 1976 a slight drop is expected compared with

1975

The breakdoﬁn of total production into the various kinds of meat in 1975
wag as follows:

pigmeat: 40,7%
bee. and veal: 32,3%
poultrymeat : 15,5%
sheepmeat and goat meat: 2,5%
horsemeat : 0,23%
rabbit and game: 2,4%
offal: 6,3%

100,0%

The relative share of each kind of meat in total production continues to be
strongly influenced by the wide, often short-term swings in beef and veal
and pigmeat, which together represent almost three quarters of total
production. However, an examination of the trends in recent years
highlights the following points:

- faster expansion of grain—fed meat production up to 1973, followed by
two years of relative stability,

— the start of a change in production structures for beef and veal, with
male calves being fattened in special units,

— the contimuing expansion of sheepmeat, goat meat, rabbit and game
production and the decline of horsemeat.

'See tables IT B/21.1 to II B/21.3 of Part II.
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(a) Production of grain-fed meat

-~ pigmeat:

this is the largest item of meat production in terms of volume. In 1975
production totalled 8,3 million t, as compared with 8,4 million t in 1974.

It should be noted that pigmeat production continued to increase each year
until 1974; in 1975, for the first time in 6 years, production dropped
slightly, by 1 = 2%. In 1976 it is estimated that production will be

1~ 2% up on 1975.

It thus seems that at Community level, cycles take the form of a slowdown
of production followed by an upturn, both with relatively small rates of

change,

-~ poultrymeat:

production of poultrymeat has expanded appreciably over the past 15 years;
in 1975 it had more than doubled since the early 1960s, to a total of
3,2 million t, slightly more than in 1974.

For 1976 the relatively high price level points to an increase in
production.

An increase in absolute terms for these two kinds of grain-fed meat may
therefore safely be forecast for 1976.

(b) Beef and veal production

In value terms, beef and veal production is the largest branch of meat
production.

Beef and veal production reached the peak of its cycle in 1974/75, rising
to 6,5 million t in 1974 (20% more than in 1973) and 6,6 million t in 1975.
In 1976 a drop of over 2% is expected. In recent years beef and veal
production has expanded quite rapidly, by almost 2% per year. It was at a
relatively high level in 1970 and 1971, fell in 1972 and 1973 and has
expanded considerably since autumn 1973, to the extent that the Community
became virtually self-sufficient in 1974 and 1975 and will probably be very
close to a 100% rate of self-supply in 1976 as a result of the slaughterings
prompted by the drought.

This trend towards greater production capacity is the result partly of
increasing average yields per cow and partly of better utilization, for beef
and veal production of existing reserves of calves, slaughterings having
declined by an annual average of about 4%.

(c) Production of other kinds of meat: +the production trends for these
categories of meat seem to be emerging more clearly:

~ other meat (rabbit and game): this category had been expanding steadily
since the early 60s; however, in 1975 production merely held steady at
0,5 million t.
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As a result, production under this heading (rabbit, game) is in relative
decline as a proportion of meat production in general.

—~ sheepmeat and goat meat: production is progressing slowly; it totalled
0,5 million t in 1975, the United Kingdom accounting for over half;

—~ horsemeat: production has been falling steadily in both absolute and
relative terms, amounting to only 50,000 t+ in 1975 with France accounting
for about half;

—~ production of edible offals is closely linked to beef and veal and pigmeat
production; it amounted to 1,3 million t in 1975 (as& in 1974).

2. Meat consumption in the Community

In 1975, per—capita consumption of meat in the Community was up by about 1%
on 1974, rising from 81,1 kg to 81,8 kg after increasing by about 2 kg per
capita in 1974 and declining slightly in 1973 on the levels for the previous
two years for the first time since the early 60s,

It may be noted, moreover, that meat consumption per capita shows smaller
but more constant fluctuations from one year to the next than total meat
production,

As for the recent rise in meat consumption per capita, the main features
are the following:

~ relative stability in the consumption of grain-fed meat, i.e. pigmeat and
poultrymeat;

— a s8teady per capita beef and veal consumption of over 25 kg, despite a
decline in consumption in Italy and an expected drop in 1976 in the United
Kingdom — the two countries hardest hit by the economic crisis;

- a slight increase in the consumption of sheepmeat, goat meat and
horsemeat, together with relatively stable consumption of the other
categories.

In 1975, consumption of offals increased once again, to its present level
of over 7% of total meat consumption. Total net imports accounted for
about 200,000 t, i.e., about 15% of the Communityts offal supplies.

(a) Consumption of grain-—fed meat increased steadily until 1972 and
levelled off in 1973, 1974 and 1975, at about 55% of total meat consumption.
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- pigmeat: per capita consumption of pigmeat has risen considerably in
recent years; +the increase has been steady with slight falls in
1963/64, 1966/6T, 1969/70 and 1973; in 1975, consumption per capita
amounted to 32,4 kg, slightly less than in 1974.

Since the early 1970s, pigmeat consumption has risen markedly in Italy,

to about 1 kg per capita per year. The relative share of pigmeat in total
meat consumption is expected to hold steady at about the 40% level in the
years ahead;

- poulirymeat: since the early 1960s, per~capita consumption of poultrymeat

has practically doubled, levelling off in 1974 and 1975 at about 12 kge.
Poultrymeat accounts for about 15% of meat consumption.

(b) Beef and veal consumption:

In the 60s, a period of fast economic growth in the Community, beef and
veal consumption per capita rose by an average of over 1% per year. Like
pigmeat consumption, it increased steadily, with slight falls in 1965/66
and 1972/73. In 1975, beef and veal consumption per capita was, as in

1974, 25,2 kg.

The contimuing economic difficulties in some Member States thus played a
part in keeping consumption at the same level as in 1974. In view of the
difficulties faced by the major importing countries, it is unlikely that
consumption will increase appreciably in 1976 and 1977; moreover, in 1977
beef and veal will face competition from the increased supply of other
kinds of meat.

(c) Consumption of other categories of meat

~ rabbit and game consumption increased steadily during the 60s but has been
stable since 1971 at about 2,2 kg per capita;

—~ sheepmeat and goat meat: +the United Kingdom and Ireland consume nearly
gix times as much meat of this category per capita as the other Member
States, thus accounting for iwo thirds of all consumption of these products
in the Community.

At Community level, after a decline in per—capita consumption of
sheepmeat and goat meat starting in 1971, sheepmeat consumption increased
in both absolute and relative terms in 1975;

- horsemeat: per—capita consumption of horsemeat has hovered around 0,8 to
0,9 kg since 1971, its relative share in total consumption being about 1%;

— edible offals: per—capita consumption of offal rose from 5,4 kg in 1971
to 5,8 kg in 1975 its relative share in total meat consumption also
increased.
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3, The net balance of external trade in meat

The net balance of external trade in meat is equal to gross production in
the Community & changes in stocks less total human consumption. A
comparison of these figures brings out the following points:

~ the expansion of beef and veal production from the autumn of 1973 onwards
led to a distinct drop in net imports of meat, which now total less than
1 million t; +the Community's rate of self-supply therefore rose from
92-93% in 1972/73 to 96-97% in 1974/75. In 1975, with net imports of
only about 664.000 t, the self-supply rate was 96.4%;

- whereas in the past net imports of beef and veal were by far the largest
item in total net imports, in 1975 net exports were recorded for the first
time. In 1975 the Community's exports and imports of grain-fed meat
were in balance: it was a net importer of pigmeat, but a net exporter
of a roughly equal tonnage of poultrymeat. As in 1974, the list of net
imports was headed in 1975 by the sheepmeat and goat meat category
(vetween 250,000 and 300,000 t).

Imports of horsemeat (about 180.000 t) and rabbit and game (about
75.000 t) have been relatively stable since 1971,

Net imports of edible offals are also an important item, amounting to
about 200,000 t in 1975;

~ a8 regards the breakdown of net imports into live animals (in carcase
weight equivalent) and slaughtered animals, in 1975 just under one third
of all meat imported was in the form of live animals and just over iwo
thirds in the form of meat or offal.
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22. OILS AND FATS

It should be pointed out that whereas information on vegetable oils relates
to marketing years, information on animal and fish oils and fats, and
margarine, relates to calendar years. Because of this, the sector must be
examined separately for each product group, an overall balance sheet being
still impossible,

From the consumer point of view, all these products are interchangeable to
some degree and are therefore in competition; but they are subject to
different market organizations which influence this trend in different

ways.
1.  Vegetable oils (excluding olive oil)

The decline in the consumption of vegetable oils which was first apparent
in the 1973/74 marketing year and was mentioned in the previous report
accelerated in 1974/75. In the original Community, total internal
consumption fell from 3,853 mi® t to 3,512 mio t, a 9% drop. Per capita
consumption also fell from 18,0 kg to 15,9 kg, the lowest level since

1969/70.

With respect to the enlarged Community, total consumption fell from

4,757 mio t in 1973/74 to 4,280 mio t in 1974/75, a 10% drop. The
consumption of rape oil fell the most (~47% compared with 1973/74). The
decline was less noticeable in the case of soya 0il, internal consumpiion
of which went from 1,137 mio t in 1973/74 to 1,134 mio t in 1974/75. In
1974/75 soya oil represented 26,5% of the total consumption of all
vegetable oils and fats compared with only 23,9% in 1973/74.

Since 1974, vegetable oil prices have continued to decline and are at
present relatively low. This trend is due to increasing supplies of
certain oils, in particular hardened oils and soya oil; the large
quantities available of the latter are the result of increased crushing of
soya beans in the last three years following an increased demand for
proteins.

The outlook for availabilities of vegetable oils gives reason to expect
that price levels will change little in 1976/77. Therefore, in view of
the low prices and the more favourable economic situation in several
Member States, the consumption of vegetable oils in the Community can be
expected to go up in the coming marketing year.

2 Fish oils

Although fish oils are regarded as complementary to, rather than a
replacement for, vegetable oils their prices normally used to keep more or
less in line with those of vegetable oils.

Since 1973, however, the situation has changed. When the price of
vegetable oils doubled the price of fish oils increased to a lesser
extent, At present, the prices of fish oils are relatively high as they
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only partly followed the downward movement of the other oils. It may be
deduced from the few details available that supplies and consumption of
fish oil rose gradually until 1973, but demand fell sharply in 1974 in
spite of the fact that fish oil prices had risen less than those of
vegetable oils. Indeed, internal use of fish oils and fats fell from
574.000 t in 1973 to 517.000 t in 1974, a 10% drop, and per capita
consumption fell from 1,6 kg to 1,4 kg« Despite high prices, fish oil
imports expanded in 1975, though without reaching the high level of 1973.

3¢ Animal oils and fats (excluding butier)

The enlarged Community produces about 80% of its requirements in animal
oils and fats. In 1974 production rose by 7% compared with 1973, from
1,758 mio t to 1,886 mio t. Human consumption rose from 1,140 mio t to
1,318 mio t and per capita consumption from 4,7 kg to 5,1 kg. Contrary
to developments in the rest of the sector, production of animal oils and
fats does not depend on supply and demand but on developments on the meat
market.

4. Margg:i ne

From balance sheets available for 1973 and 1974 it appears that internal
consumption (human consumption) of margarine fell from 1,341 mio 't in
1973 to 1,289 mio t in 1974, a drop of at least 4%. It should be noted
that this drop is less significant than in the case of nearly all the
other products in the oils and fats sector. Per capita consumption in
the Commnity fell from 5,2 kg to 5,0 kg. This decline was more
significant in the three new Member States, in particular the United
Kingdom, where a 9% fall was recorded.

In 1975 the trend towards a fall in margarine consumption continued;
according to some sources the decline in 1975 compared with 1974 was once
again 4%. In view of the slight improvement in consumption in several
Member States, and in particular those which are the largest margarine
consumers, consumption may pick up in 1976.
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Se Olive oil

Demand for olive oil nermally depends of eeurse on iis price and on the prices of
substitute vegetable oils. Since the latter have been falling rapidly

since the end of 1974 it is no surprise that since then the main effect of

the fall in olive oil consumption has been for large quantities to be

submitted for intervention in 1976. Soya o0il and groundmut oil seem to

be providing the strongest competition for olive oil, and inview of the

abundant supplies of soya oil in the world and the Community price levels

for olive oil laid down by the Council for the 1976/77 marketing year, it

is unlikely that olive o0il consumption will pick up in the short term.

60 Butter

In 1975 butter consumption remained stable despite the fall in vegetable
oil prices. This can possibly be accounted for by consumer prices for
products that compete with butter not reflecting the decline in the price
of their raw materials until the end of the year. Butter consumption is
unlikely to increase in 1975 but on the contrary may decline.
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23. FEEDINGSTUF'FS1

1. Introduction

The raw materials entering into animal feed are of itwo main kinds:
"marketable" raw materials (cereals, feedcake, animal meal etc.) and raw
materials termed "normally not marketed” (green fodder including grasses,
fodder beet, silage etc.),

It was estimated2 that in 1973 the second group covered 57% of the feed
requirements of animals in the Community. It may be assumed that this
share of the total requirements varies little from year to year.

This chapter will be confined to an analysis of the position of the main
"marketable™ feedingstuffs, namely cereals3 and proteins. Special
attention will be paid to proteins since most of them are imported in
large quantities into the Community and do not yet receive support at
Community level,

2 Consumption

It appears that a combination of two specific factors accounts for the
situation as regards animal consumption of cereals and proteins in the
Community in the 1974/75 marketing year. These two factors, the economic
gituation in general and the oereal/brotein price ratio, also account for
certain phenomena noted in animal feeding in the Community in the last
marketing year.

Firstly, in 1973/74 and 1974/75, for the first time for many years, overall
animal consumption of cereals and the main protein products (feedcake, etc.)
did not increase, and indeed in 1974/75 it declined. In 1974/75 the
overall consumption of cereals and proteins amounted to 90,1 million t
compared with 91 million t in each of the previous marketing years. The
stagnation since 1973/74 can only be explained by the deterioration of the
economic situation in general, the first signs of which appeared in the
second half of 1973 and which continued during 1974/75.

There was a second phenomenon in 1974/75 the partial replacement of cereals
by protein substances in animal feed. Contrary to 1973/74, when proteins
were relatively expensive and their use was accordingly limited, the amount
used rose by 5,3% in 1974/75. From one marketing year to the next their
consumption went from 18,9 to 19,9 million 1, with consumption of cereals
in the same period declining from 72,2 to 70,2 million t.

'See Table II.B/23.1 to II.B/23.9 in Part II.

2See "The agricultural situation in the Community, 1974 Report, Part II",
COM(74)2000 final of 27 November 1974, p. 180.

For a more detailed analysis of animal consumption of cereals, see
Chapter 1 on cereals.

3
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Within the group of protein substances there has been a considerable
increase in the use of soya cake: it went from 8,5 to 9,6 million t.

3. Feed requirements of livestock and compound feedingstuffs

Fodder needs of European herds have been calculated in fodder units (FU),
the herds being expressed as livestock units (LSU) which take account of
the sitructure and feed requirements of animals.

In absolute terms, the cattle count in 1975 declined by 1,5% compared with
1974 whereas the decline in LSU in the pigmeat sector was less than 1,0%
and in pouliry there was relative stability.

With respect to the other animals (sheep and goats; horses and donkeys),
numbers increased slightly in 1975, by 4,2% for the first group and 5,3%
for the second.

Overall, herds in terms of LSU and feed requirements declined slightly
(-0,8%).

With respect to the pigmeat and poultry sectors expressed in LSU, it is
possible to calculate how far feed requirements expressed in fodder units
(FU) were covered by processed feedingstuffs, although this relationship
provides only a general indication.

With respect to the pigmeat sector, coverage was 67% and in the poultry
sector 74%. This differs very little from figures in previous years.

The production of compound feedingstuffs rose by no more than 0,6% in 1975
and thus for the third year running amounted to about 58 million t.

However, certain changes have occurred in the production of compound
feedingstuffs: as a result of the diminished profitability of pigmeat and
poultry, production of feedingstuffs for these two sectors declined by
3,8% and 3,2% respectively. This decline was offset by an 8,9% increase
in cattle feed.

Following the fall in protein prices in 1974/75 the same phenomenon as

that mentioned for feedingstuffs in general occurred in respect of

compound feedingstuffs: the quantity of cake incorporated in feedingstuffs
rose from 11 to 12,2 million t, that is from 19,1% to 20,9%, while cereals
incorporated in compound feedingstuffs declined from 44,7% to 44 ,2%.

4e Economic aspects of the measures taken

Compulsory purchase of skimmed milk powder

Under Regulation (EEC) No 563/76 of 15 March 19761 the Council introduced
a scheme for the compulsory purchase of skimmed milk powder held by
intervention agencies for use in feedingstuffs.

In order to dispose of a certain quantity of skimmed milk powder held in
intervention stocks, aid is not granted for oilseeds and dehydrated fodder

1OJ L 67, 15 March 1976, p. 18.
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produced in the Community and for proteins imported from non-Community
countries unless a security is put up which is released only on purchase
of a certain quantity of milk powder.

The system of securities is applicable from 19 March 1976 for imported
products and from 1 April 1976 for products of Community origin. In

principle the scheme was to end on 31 October 1976. This scheme ended on
It is certain that disposals of skimmed milk powder will practically reach

the target of 400,000 t.

5 Outlook

Since the 1974/75 marketing year no serious problems have arisen in
connection with Community supplies of protein products. The general
world economic situation had an unfavourable influence on demand for
feedingstuffs in 1974/75 and therefore, despite the considerable reduction
in the United States' soya harvest in 1974, world-wide demand for cake was
not strong enough to counteract the dowmward trend in protein prices which
began in November 1974.

Availabilities of soya in 1975 rose significantly with the result that
although demand picked up in the protein sector, supply was sufficient to
satisfy increased demand without causing major price rises.

In the 1976/77 marketing year, a greater quantity of cereals will be
replaced in feedingstuffs in the Community by products such as manioc
roots, bran and maize gluten feed, use of which has gone up significantly.

The outlook for world protein supplies in 1976/77 suggests that the market
might be firmer. With respect to supply, a major reduction in the 1976

soya harvest in the United States will be only partially offset by the expected
increase in soya production in Brazil in spring 1977, the increase in

supplies of cotionseed cake and a possible rise in fish meal production in
Peru.

On the other hand, the demand for feedingstuffs in the United States could
decline, in view mainly of the present lack of profitability of pigmeat and
poultry and of meat in general. As regards the Community, in view of the
more favourable economic situation in several Member States, demand could
pick up considerably in 1976/77. In view of existing stocke and the level
of world supplies, no supply difficulties are expected in the near future,
but subsequent drawing on world stocks is not to be ruled out.
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SUMMARY OF THE PRESENT SITUATION

AND THE MARKET OUTLOOK
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24, SITUATION ON THE PRINCIPAL AGRICULTURAL MARKETS

In agriculture, the year 1976 was marked by a drought which seriously
affected production in several regions of the Community. Even though the
consequences of the drought have not been catastrophic throughout the
Community, they have been so for many farmers, especially stock breeders
in certain regions (among others, Brittany, Normandy, Flanders,
Luxembourg, Northern Brabant, Schleswig Holstein, Jutland and Southern
England)e The shortage of water in these areas led to a very difficult
fodder supply situation after the first (and only) crop of hay, which
was admittedly very good in quality but not nearly sufficient in
quantity. The lack of grass during the summer forced many farmers to
feed their cattle with fodder intended for the winter, thus creating
supply difficulties in later months. The aim of the first series of
measures taken by the Commission was therefore to safeguard Community
farmers! fodder supply as far as possible, by introducing an export

tax on hay, straw and other fodder, recommending Member States %o
encourage the use of straw for feeding cattle, suspending the customs
duties on a series of feedingstuffs, increasing the subsidy for the use
of liquid skimmed milk in the areas affected by the drought, and
indicating that the Commission would look favourably on any requests for
national action submitted to it by the Member States aimed at solving
the supply difficulties of stock-farmers in the drought-stricken areas.
However, not even these combined measures could solve all the problems
in the livestock sector, and a number of producers were, from July 1976,
obliged to set about slaughtering cattle which would not normally have
been sent for slaughter until the autumn, These premature slaughterings,
in some cases of cattle which would not otherwise have been slaughtered
at all, tended to force beef prices downe The Commission therefore
adopted a number of measures to support the price of beef in the
Community (storage, special intervention, refunds)e In the interest of
the Buropean consumer, the Council, on a proposal from the Commission,
suspended or reduced the customs duties on certain agricultural

products (potatoes and some vegetables) of which there was a shortage

on the Community market during the summer of 19T6.

Which regions were most affected by the drought? The simplest way of
finding this out is to compare the rainfall recorded during a given
period in 1976 with that over a long reference period (twenty or
thirty years)s However, taking rainfall as the sole criterion has
certain inevitable disadvantages, as growth conditions in agriculture
are also determined by many other phenomena: temperature, relative
humidity, etce Moreover, the same degree of drought will certainly
not alway have the same effect on production: the soil structure,
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the water table and the crop species may all have greater influence
than small differences in rainfall, Thus, on the basis of the data
available to the Commission on rainfall, it is not possible to do
more than indicate the degree of drought for relatively large areas,
excluding regional and even local variations, which are often quite
considerables A study of relative rainfall, indicated on the maps
below, leads to the following conclusions. Precipitation during
the winter of 1975/76 (December to March) was less than two thirds
of normal over the major central areas of the Communitye. It should
be noted, however, that general soil conditions in late winter were
fairly good in most agricultural areas. From July onwards, the
drought spread northwards over the Community and, at the same time,
persisted in some parts of France and the United Kingdom which had
already been seriously affected.

What damage has the drought caused to Community agriculture? Apart
from the results described above (fodder, beef and veal, potatoes

and some vegetables) the often very substantial harm at regional

level has not had very serious consequences at Community levele The
spring and winter cereal crops are regarded as generally disappointing:
maize production will only be two thirds of normal, a large proportion
of the acreage (20%) being used to produce maize for silages Sugar
production is estimated at 10~15% below normal, although this will
cause no particular difficulties for Community supplye. Community
colza production hardly seems affected by the drought: it is
estimated at about the same level as last yeare. Although the drought
must obviously affect milk production, the fall as compared with
estimates made before mid—summer is very limited: - 2% in 1976 and

- 1% in 1977. The output currently forecast for 1976 is still higher
than that in 1975 (+ 0,9%) and that for 1977 is estimated at 1,7%
higher than in 1976« Beef and veal production in 1976 will amount to
about 110,000 t (1,7%) above previous estimates, while that for 1977
will be 85.000 t (1,5%) belowse From 1978 onwards, the drought will
no longer have any direct effect either on milk production or on

beef and veal outpute

Production of cereals in the Community fell by about 10% in 1975 and
a further decline of about 6% is forecast for 1976. While the large
stocks at the beginning of the 1975/76 marketing year enabled the
Community to carry out a very satisfactory export programme, the
marketing year ended with fairly small stocks of cereals as a whole,
Only those of durum wheat have increased, owing to higher Community
production, especially of a variety (Durtal) not suitable for pasta
manufactures The outlook for production in 1976, and the smaller stocks
on the internal market, have led to very high prices at the beginning
of the 1976/77 marketing year, especially for barley. As regards

the world market, the beginning of 1975/%8 was marked by fairly high
prices, because of Soviet purchases and steady demand from the other
importing countries. However, supply and demand have been in balance,
with little change in world stocks at the end of the marketing year.
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Nonetheless, prices fell considerably during 1975/76 and at the beginning
of 1976/77, because of the very good prospects for the 1976 harvests.
These prospects are being borne out and world wheat production seems to

be high, both in North America and in certain countries which sometimes
import large quantities, such as India, the USSR and the North African
countries.

As regards rice, Community harvests from 1973 to 1976 have all exceeded a
million tons of paddy rice, a figure which gives an annual exportable surplus
of about 250,000 t; however, this quantity is hard to export on a world
market where supply exceeds demand. Consumption of rice in the Community

is believed to have risen in 1975/76, the increase being covered by larger
purchases of rice both in Italy and on the world market. In 1975/76,
producer prices in the Community were on average 22% (long~grained) and

26% (round-grained) higher than the intervention prices, while world

market prices declined by 30% as against 1974/75.

Due largely to the fact that sugar prices rose to a greater extent than
prices for other agricultural products, areas under sugar-beet increased

in 1975 by something like 16%., Because yields were even lower than in
1974/75, however, sugar output in 1975/76 (9,68 million t) increased by

only 13%. Unlike the situation in the previous marketing year, domestic
production together with imports of preferential sugar were adequate to
ensure the Community's sugar supply. As Community consumption in 1975/76
hardly changed from the low level it reached in 1974/75 (about 9,5 million t),
an appreciable surplus tonnage had to be exporteds At the begimnning of
1975/76, world sugar prices were slightly above Community prices.
Consequently, some exports with levy were possible at the beginning of the
period. However, since world production exceeded consumption, world prices
have been below Community prices since November 1975.

Olive o0il consumption began to decline in the first few months of 1975 in
Italy and in France, a trend which continued throughout the 1975/76
marketing year; the almost non-existent demand led, for the first time in
the ten years since the common organization of the market was established
(apart from a minor intervention in 1967), to 85.000 t of olive oil being
bought in by the Italian intervention agency. The situation on the
Community market has also had an unfavourable effect on imports from
non-member countries, so that at 31 August 1976, ten months into the
marketing year, Community imports, according to licences issued, amounted
to only 48,000 t against 121.000 t in 1974/75 — when imports were in any
case well below former levels. Exports, on the other hand, were about
21.000 t.
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On the vegetable oil wmarket, the main feature throughout 1975/76 was an
abundant supply, accompanied by a persistent downward trend in prices.
This wag mainly due to the following two factors: firstly, the supply of
vegetable oils — especially hardened oils such as soya bean oil - went

up, in the latter case mainly because of the strong demand for oilcake;
secondly, the general economic situation led to a fairly appreciable
decline in consumption. The result was an increase in vegetable oil
stocks.

The Community's protein product supply has, since 1974/75, not posed any
serious problems. The general economic situation in the world had an
unfavourable influence on the demand for animal feedingstuffs in 1974/75
and therefore, despite the appreciable fall in the United States soya bean
harvest in 1974, world demand for cake was not high enough to reverse the
downward trend in protein prices which began in November 1974. In 1975,
soya supplies increased considerably; consequently, despite the recovery
of demand in the protein sector, availabilities have been sufficient to
meet requirements without major price increases.

Community milk production in 1975 amounted to 91,5 million t, which
represents 19% of final agricultural production. The Community's dairy
herd at the end of 1975 was assessed at 24,8 million head, that is,

1,7% less than in December 1974. This reduction in the number of dairy
cattle shows up the increase in yield per cow, as milk production in

1975 was 0,5% higher than in 1974. Deliveries to dairies increased more
than overall production, evidencing once again the structural surplus in
the dairy sectors. The increase in yield per cow continued through the
winter and spring of 1975/76 because of improved dairy herd structures,
higher fodder quality, and especially the better relationship between

milk and concentrate prices, The hot summers of 1975 and 1976 led to a
slight increase in the consumption of ligquid milk and fresh products during
these two yearse. The consumption of cream is constantly rising, while

the increase in cheese consumption has slowed down because of the economic
situation and, partly, because it has been more often replaced by meat.
Total butter demand, however, went down relatively less in 1975 than in
1976 because of stock replenishment and a more favourable price ratio
between butter and margarine. In 1976 the decline was greater because of
price increases -~ especially in the United Kingdom - and because no further
sales were made to the ice—cream industry from EEC intervention stocks.

The use of liquid and powder skimmed milk for animal feed continued to fall
off during 1975. However, the special arrangements in 1976 (compulsory
purchase and incorporations have again boosted the use of skimmed milk in
feedingstuffs, Community exports of dairy products fell during 1975
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because of the poor world market for skimmed milk powder (international
stocks are put at the equivalent of three to four years' commercial demand )
and the fear that further protective measures might be taken on the cheese
markete During the first half of 1976 the cheese and butter markets
improved slightly; the skimmed milk powder market is still under heavy
pressure, food aid being the only outlet which can be expanded.
Consequently, stocks of skimmed milk powder tripled during 1975 and it has
only been possible to stabilize them during 1976 by special measures.
Butter stocks, which did not change from 1974 to 1975, have tended to
increase considerably during 1976.

Net beef and veal production in 1975 amounted to more than 6,6 million t,
making the Community self-sufficient for the second year running. During
the summer of 1976 there was much early slaughtering of animals, and the
resulting surplus supply led to a considerable fall in prices for adult
cattle, to a level well below the Community intervention price. During
the first six months of 1976 production went down by 4—5%, despite the
large number of animals slaughtered from June onwards because of the
droughte The beef and veal market is therefore at a turning point in

the production cycle. The fall in production potential was confirmed by
surveys carried out in some Member States in May-—June 1976, especially in
the British Isles. As consumption of beef and veal is still restricted
by the economic difficulties which arose in the Community following the oil
crisis, market prices have remained relatively low and the amount of meat
put into intervention storage was similar to that in the previous iwo years.
The rise in beef and veal production in 1975 also continued in the main
non-Community producing and consuming countries and, despite the opening-up
of new markets for meat, beef and veal prices on the world market have
remained relatively low because of the existence of surpluses which are
difficult to dispose of in a period of economic slowdown.

Pigmeat production in 1975 represented over 13% of gross agricultural
production by value and more than 40% of total meat vroduction by volume
(beef and veal, pigmeat, sheepmeat and poultry)s The main feature of the
pigmeat market in 1976 was lower supplies as against 1975, especially
during the first six months, accompanied by higher prices on the
representative markets. This increase, which was foreseen, was the
logical continuation of the upward cyclical movement which had already
begun during the summer of 1975. The highest prices were reached in
March 1976 (112% of the basic price). During the summer, prices of pig
carcases continued to maintain high levels,easing slightly in early autumn.
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Egg production in the Community, having increased in 1974, grew by a further
0,5% in 1975. Production peaked in mid-1975, and began to fall off

in 1976 The crisis which began ‘in the second half of 1974 continued,
worsening throughout 1975, Prices slumped considerably, and this situation
went on until the second quarter of 1976. Despite the low prices,
consumption of eggs in 1975 stayed the same as in 1974 (13,6 kg/head),

which confirms that consumer demand for eggs is not very sensitive to price.
In 1976 prices recovered and by the middle of the year had reached

fairly high levels leading to an expansion in the rearing of chicks of
laying breeds.

Poultrymeat production in the Community in 1975, at 3.167.000 t, was
slightly higher than in 1974. Production of table poultry increased
appreciably, but that of turkeys declined by about 5%, which partially
explains the overall increase of only 0,5% in 1975. Congumption of
poultrymeat is estimated to have been 12,1 kg/head in the whole Community
and 12,5 kg/head in the six original Member States. This latter figure
was more than 4% higher than in 1974. The explanation for tliis change is
that in 1975, poultrymeat prices were extremely low at the beginning of
the year, and even though they rose towards the end of the year, poultrymeat
remained very cheap in comparison with other meats. In 1976, pcultrymeat
prices remained resonably high and towards the end of the year production
began to increase.

As regards fruit, the total output of apples in 1976/77 fell by about 17%
against 1975/76, while the output of pears was more or less the same.

Peach production was very high, with adverse effects on producer prices

and on the quantity of withdrawals. As regards vegetables, the 1976
season has been greatly influenced by the drought and prices of certain
products reached record levels on some markets during certain periods.

The output of processed fruit and vegetable products fell in 1976. This
was due firstly to restrictions on production, to enable stocks to be run
down, and subsequently to the effects of weather conditions.  Thus,

output of tinned green beans, peas and carrots will be far below that of
1975 Output of tomato concentrates and canned tomatoes has been badly
hit by poor weather and rain, from which the tomatoes have suffered. The
general price movement is upwards, In the live plants sector, 1976 has
seen a levelling-off of production as inputs - especially for greenhouses -
are highly sensitive to energy costse. Adjustments to greenhouse
management methods, in answer to rising production costs and higher imports,
have enabled undertakings to hold their own, although their profitability
has often been reduced.
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Wine output in 1975/76 was about 142 million hl, 18 million hl less
than in 1974/75. Availabilities have remained high, however, in
relation to normal internal use, which has not appreciably changed.
Although prices have improved almost everywhere, those on several
markets - especially in Italy - are well below the respective
activating pricess It has thus been possible for short-term storage
contracts to be concluded throughout the marketing year. Only at
the end of the year was there a general increase in prices on Italian
markets, in view of the small harvest expected in Italy. The amount
of wine which had to be distilled in 1975/76 was well below that in
preceding years (less than 4 million hl as against 20 million hl in
1974/75). Although serious problems were caused by the appreciable
difference between market prices in Italy and France and by the
monetary fluctuations, the volume of intra~Community trade continued
to increase, Imports from ocutside the Community fell slightly, but
to a lesser extent than in the previous year, while exports rose
slightly.

Because of the dry summer, the potato harvest in 1975 fell to
33.478.000 t, 19,6% less than the previous year (41.638.000 t).
During 1975/76, therefore, market prices were exceptionally high,

On 2 May 1976, on the Rotterdam market, 100 kilos were quoted at
41,73 ueae, against 4,99 u.ae for the corresponding period in 1974,
To combat the shortage, the Council, on a proposal from the Commission,
adopted two series of measures to ensure regular supplies for the
Community market: the application of an export levy and the total
suspension, provisionally, of CCT duties on main-crop ware, early
and seed potatoess In 1976, the total area under potatoes increased
by about 3%, However, because of the weather, output was even lower
than in 1975 (approx. 28 million t); consequently, at the beginning
of the 1976/77 marketing year, prices were distinctly higher than

in 1975.

Whereas world output of tobacco in 1975 increased by only 2,6% over
the previous year, in the Community it went up by a record 14%.
World consumption increased by about 2%, while in the Community it
remainded more or less steady because of the economic recession,
increases in duty and anti-smoking campaigns,
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World exports fell by about 9%, but Community imports increased by &%
over the previous year: the policy of destocking customs warehouses and
the changes in the CCT (ACP and GSP preferential rates, etc.) were the
main cause of this increase in supply, and since consumption was
stagnant, world prices tended to fall somewhat. In the EEC, despite

the sharp increase in costs, producer prices were generally the same

as in 1974. Only 1,6% of total production (approx. 2.800 t from the
1974 harvest) was submitted for intervention, However, for certain
varieties (Beneventano and Kentucky) a substantial percentage of the
output was nevertheless submitted for intervention.

Hovp production in the EEC, which accounts for about 40% of world
production, fell by 7% in 1975 as against 1974. Both world and
Community markets show continuing imbalances due to excessive increases
in areas between 1970 and 1973, whereas demand was rising only slightly,
As a result, stocks reached very high levels between 1973 and 1975,
forcing down prices for the 1974 and 1975 harvests, This situation has
led to a tendency, very slight in 1975 and stronger in 1976, to reduce
areass This tendency has been more marked in the EEC than in the other
major world producers (USA, Czechoslovakia, Yugoslavia)s However, as
world stocks are still above normal, the reduction in areas has not
been enough to enable growers'! incomes to improve over previous years,

Seed production in the EEC in 1975 was approximately 170.000 t, an
increase of about 14,000t (8%) over 1974. As demand was stable

(+ 150.000 t), available stocks increased and reached 100,000 t on
l-Uuly 1976, Because of the large quantities available from the

1975 harvest, prices tended to fall during 1975/76, which led to some
reduction in areas planted in 1976, As yields also declined
appreciably, prices recovered and for certain species exceeded the
level considered as normal.

World production of fishery products in 1975 was about 69 million t, or
about 1 million less than the previous yeare. The causes of this fall
lie in quota restrictions and in a whole series of socio—economic and
technical factors; it should be noted, however, that some countries
have been affected more severely than otherse In 1975, landings by

the EEC fleet were somewhat lower than in 1974 (4,53 million t as
against 4,81 in 1974)s Over the same period the total value of the
catch declined from 1.664 million ueae to 1.662 million Ueze



-~ 166 -

25. THE MARKET OUTLOOK

Cereal harvests in 1976 will not enable the Community to
export barley in 1976/77 except in the form of malt. Quantities
of common wheat available for export will probably be limited to .
the requirements of the flour export programme, food aid and
supplies 1o certain long-established buyers of grain. At the
same time, there is still a surplus of low-quality durum wheat
for which outlets are hard to find. As to feed grains, higher
demand and lower production in the Community will lead to greatly
increased jmports; in particular, maize imports are expected to
rise by 3 -~ 4 million t as against previous years. On the world
market, however, it is likely that wheat production will enable
overall stocks to be built up during 1976/77, whilst for feed grains
the higher demand means that further stock—piling can hardly be
expected despite forecasts for a record harvest. On the basis of
performance in previous years Community production should
continue to rise until 1980 given normalweather conditions,
reaching 110 million t in 1980 against about 105 million in 1977.
However, it should be noted that in recent years production has
fluctusted widely in relation to the general trend. Internal
consumption, which is less changeable, will probably tend to rise
more slowly than production. A slightly higher self-supply rate
may therefore be expected in the years to come. On world markets,
on the other hand, the reverse tendency is likely; especially for
wheat, potential demand is expected to rise more strongly than
production,

In the short- and medium—term, Community rice production
should maintain its present level. Rice consumption will probably
rise in 1976/77 as a result of the shortage of potatoes; this
may stimulate sales of Community-produced rige. The current
exceptionally low prices on world markets appear to be holding
steady. The volume of Community surplus production available
for export will probably show only minor changes arising from
production and harvesting conditions.

The world sugar harvest is expected to amount to 86,5 -
838 million t in 1976/77, corresponding to an increase of between
4 and 6% on the previous year. The small harvests expected in
most of Europe following the drought will therefore be broadly
compensated by abundant production in other parts of the world.
World sugar consumption stagnated in 1974/75 and 1975/76 as a
result of high world prices in earl .er years. It will probably
recover in the coming years, espeoci..lly if world prices hold
steady at gbout their present level ..
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However, no recovery can yet be seen in the industrialized regions. In
this respect a significant factor is the availability for the first time
in appreciable quantities of a valid substitute for liquid sugar, namely
glucose with a8 high fructose content. In the coming years it may be
expected that world production will amply cover world needs and that
world prices will therefore continue to be lower than Community pricea.
In view of the imports of preferential sugar, the Community supply
situation will probably be such as to leave a substantial margin for

export.

Given the upward trend of olive 0il prices — even if some slowdown
occurs — and the downward trend in seed-oil prices, no appreciable recovery
in olive oil consumption may be expected in the immediate future; however,
in view of the sharply lower forecasts for the 1976/77 harvest, it is
unlikely that large quantities will be submitted for intervention.
Furthermore, in view of the substantial stocks overhanging the world
market, exceeding current demand and adding to supply, it may be assumed
that the situation on the world olive oil market will not improve in the
medium term and that the exporting countries will still be holding large
stocks at the end of 1977.

In 1976/77 it may be expected that the downward trend in vegetable
oil prices, together with an improvement in the economic situation, will
have a favourable influence on consumption. At the same time, in view of
current availabilities, a reversal of the present surplus situation
accompanied by an appreciable rise in prices does not seem likely.

The outlook for world protein supplies in 1976/77 suggests that the
market may begome firmer. On the offer side, the substantial decline in
the volume of the 1976 soya harvest in the United States will be no more
than partially counterbalanced by the expected increase in production in
Brazil in the spring of 1977, the increase in cottonseed cake supplies
and the possible expansion of fishmeal production in Peru. In the
Community the improving economic situation in several Member States may
bring about a recovery in demand in 1976/77. In view of the size of
existing stocks and the level of world availabilities, no supply
difficulties are to be expected in the near future; however, it is possible
that some drawing on stocks may occur later on.

The structural imbalance in the Community milk sector will worsen
rapidly during the coming four or five years if the Council does not take
measures to halt the present trends. Although the drought had only a
very limited effect on the size of dairy herds, its influence on
stockbreeders' incomes and on fodder supplies will continue to affect
production in the winter of 1976/77. On the other hand, an appreciable
rise in both yields and production is probable in the second half of 1977
as compared with the same period in 1976. In addition, dairy herds will
tend to expand during the ocoming three years; the average anmual rise in
milk production during this period may be estimated at about 2%, the
rise in deliveries to dairies being still more marked. In the United
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Kingdom butter consumption will decline steadily as a result of the price
rise during the remainder of the transition period; in addition, consumpdion
will be further reduced if the price subsidies are abolished or reduced.
Total consumption of liquid milk and fresh products was stimulated by the
high temperatures in 1975 and 19763 a return to normal weather conditions
and a slowdown in population growth would probably stabilize or reduce

this consumption. The increase in cheese consumption, which depends

mainly on general economic trends, will be more marked than in 1975 and
1976 ~ although it would not be realistic to expect the same growth rate as
in the early seventies. The use of skimmed milk for animal feed, whether in
powder or liquid form, will tend to decline unless special measures are
taken to replace the special arrangemenis in force in 1976.

As a result of the high rate of slaughterings in June, July and
hgust 1976 it may be expected that the decline in cattle numbers recorded
in December 1976 will exceed that normally resulting from cyclical trepds
in capital consumption. It is estimated that net beef and veal production
in 1976 will be about 2-3% lower than the high 1975 level. In the second
half of 1976 the slaughter rate is expected to remain relatively highj
however, owing to the shortage of fodder, average weight at slaughter
will be lower. Internal beef and veal production is expected to fall again
in 1977, by 5 to 6 %e A relatively low production level, of about 6
million t per year, is expected for 1978 ,

- , - - In 1976, 1977 and

1978 beef and veal consumption is expected to stagnate, firstly because

of economic difficulties in the Community — especially in Italy and the UK,
both large importers and consumers — and secondly because of the probable
increase in pigmeat supplies in the months to ocome. The degree of selfe
supply, which was nearly 100 % in 1974, 1975 and even in 1976, will pro=-
|bably be lower in 1977 and 1978

Following the appreciable rise in beef and veal supplies in the
principal non-member producer and consumer countries in 1974 and 1975,
it appears that the run—~down of cattle herds resulting from the sustained
high level of slaughterings will gradually bring about a decline in besf
and veal supplies on world markets in the coming years. Import requirsments
are therefore likely to be higher in 1977 to 1979, especially in the
United States; beef and veal prices on world markets may consequently
be expected to recover from the current relatively low levels,

i
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notwithstanding the improvement to be seen from the middle of 1975 onwards
and despite the appreciable rise in the production of grain-fed meats
(pigmeat and poultrymeat).

The thrice-yearly surveys on pig herds have shown that breeding
stocks are expanding throughout the Communityj this development is likely
to result in increased supplies of pigs for slaughter from the first
half of 1977 (+2 to 3% in relation to the first half of 1976). This
increase will be still more substantial in the second half of 1977 and
will probably result in a cyclical decline in pig carcase prices, which
will be accentuated from the end of spring 1977. In 1978 no real recovery
in pig carcase prices is likely before the seocond half of the year. The
overall outlook for pigmeat will be aff'eted by the probable situation
on the beef and veal market which, in t:p» event of shortages, may prevent
the cyclical downswing in pig carcase prices from gathering strength.

A production increase is also expected on the world market; however, in
eastern Burope, at least in 1977, this situation may be partly offeset
by higher demand from the USSR.

Community requirements in eggs and poultrymeat are amply covered by
production. Consequently, quantities must be exported to restore market
equilibrium when internal demand is inadequate to absorb excess supplies.
It is forecast that egg and poultrymeat production will rise towards the
middle of 1977, affecting prices, especially of poultrymeat. After 1977
the trend is difficult to forecast. Egg consumption is fairly stable
and consequently the market situation depends on the production level and
the export trade. For poultry, forecasts are still more difficult to
make; consumption is still rising, but fluctuations occur due to the
influence of various factors such as the prices of other kinds of meat.
Poultrymeat production responds rapidly to changes in the level of demand,
but the volume of exports is nevertheless an important element in market
equilibrium. The potential for export sales cannot at present be
determined with any accuracy, since some established importing countries
are at present developing their domestis poultry production, with the
result that exports to these countries ay decline in future. In the
absence of other outlets, Community prciuotion will exceed the needs of
the internal market.

In the short-to-medium term no significant change is forecast in
the production and consumption of fruits and vegetables, although some
decline may be expected in the production of "Golden delicious™ apples
and "Passe Crassane'" pears following grubbing measures taken by the
Community. As regards cultivation under glass, there is reason to think
that current trends are moving either towards a decline in areas, or
towards the replacement of certain traditional crops by other ~ in some
cases non-leguminous = crops to improve the profitability of installations
and reduce production costs.
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The 1975 price trends for some of the principal processed fruit and
vegetable prodycts were reversed in 1976 as a result of weather conditions.
Higher prices and reduced availabilities suggest that next year production
will recover in areas at present experiencing supply problems.

In the live plants sector a period of technical restructuring and
adjustments to product ranges may be expected in the immediate future in
view of the sharp rise in production costs in recent years.

In the wine sector the slight incrzase in areas occurring during the
years preceding the ban on further plantings, which will come into effact
on 1 December 1976, together with probable further increases in yields
in the Community, suggests that production will tend to rise, whereas
it is unlikely that consumption will follow suit. Furthermore, the
expected incregse in world production will create a situation unfavourable
to any increase in exports of table wines. This being so, the regulatory
measures in the wine sector adopted by the Council, which will need to be
supplemented in 1978 for the longer term, take on paramount importance.
Measures along the same lines have been taken by other producer countries
— Spain, for example — suggesting that in the future a better market
equilibrium in this sector may be achieved. In the nearer term, forecasts
for the 1976/77 harvest and the Community's option to bring the new
intervention instruments adopted by the Council in 1976 into play suggest
that the market will be fairly stable and that intervention measures will
be on a limited scale and less costly than hitherto.

As a resuylt of the sharp reduction in supply due to the drought,
the 1976/77 potato marketing year has opened with appreciably higher
prices than in 1975. However, available supplies, both from Community
production and world markets, should be adequate at present ito meet
consumer demand and exercise some stabilizing effect on prices.
Difficult conditions, on the other hand, may prevail during 1977, in
particular because of storage problems in connection with the 1976
harvest (poor quality) and prices are liable to rise once more.

Sowings should increase enly slightly in view of high invesiment costs
and the uncertainty of the potato market. Consequently, weather
conditions wil} once more be the determining factor in market trends

and price levels in the 1977/78 marketing year. Consumption trends are
difficult to estimate since during the two years of shortages, consumers
have been turnjng to substitute products.
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. The decline (about 2% on the previous year's level) in world
tobacco produgtion in 1976 should be interpreted as the result of two
factors: lower prices owing to surplus production in 1975, and unfavourable
weather conditions. In view of the expected 2 - 2,5% increase in anmal
consumption, gtocks will be drawn on and world market prices may be
expected to rgcover. It should, however, be stressed that, in the longer
term, demand - especially in the industrialized western countries which
are major congsumers - will be influenced by tobacco utilization
technology, anti-tobacco campaigns and higher taxes. As a result, it
appears unlikely that the rate of consumption referred to can be
maintained. Therefore, the years 1976 to 1980 may see a rough balance
between supply and demand following the surpluses of 1965-69 and the
shortages of 1970-74,

For the 1976 and 1977 harvests, in view of the market structure, thgre is
likely to be a slight reduction in the world area under hopse The y}elds for
the 1976 harvest will be lower than in 1975 because of the drought in BEurope,
and may bring about a reduction in world stockse, In view, however, of the
high level of stocks in 1975, no major increase in prices should be expected,
although the prices of hops not sold under contract will improve,

In 1977, despite the expected reduction in the world area under hops, the
imbalance recorded in 1975 and 1976 could continue, and it is even to be
feared that the level of stocks may rise again to what it was before the
1976 harveste

For 1978, the likelihood of a more stable market depends mainly.on an accele—
rated reéuotion of the area under hops at both world and Community levels,

Following the reduction in areas under seeds and the sharply lower
yields caused by the drought, prices at the opening of the 1976/77
marketing year were in general very high in relation to the previous
year's levels. This tension of prices is also partly due to appreciably
higher demand resulting from the need to re-sow pastures damaged by the
drought. Nevertheless, availabilities for 1977 (110.000 t from the 1976
harvest and 90.000 t in stock) should be sufficient to meet a demand which
is up by about, 20% (estimated consumption: 180.000 t). For certain
species, however (Trifolium pratense and Multiflorum medicago sativa),
consumption requirements may have to be met by larger imports from
world markets; but areas under this crop are expected to rise in 1977 and
it should be possible to rebuild stocks,

Although world demand for fishery products is rising, it is almost
certain that tuyers will not pay prices high enough to cover the
operating costs of fishing fleets. A4s with the fishing industry
throughout the world, Community fleets are in a serious situation.

With a programme of conservation measures stringent enough to prevent
exhaustion of stocks, the Community catch will inevitably be reduced.
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